
 

• Board of Directors 
Budget, Finance and Investment Committee 

March 9, 2004 Board Meeting 

9-1 
Subject 
Adopt (1) recommended water rates and charges; and (2) resolutions to impose charges, for fiscal year 2004/05 

Description 
This letter recommends approval of: (1) the recommended rates and charges effective Jan. 1, 2005, as discussed in 
this letter; (2) the resolution to impose the Readiness-to-Serve Charge (RTS) (including the Water Standby 
Charge) for FY 2004/05, effective Jan. 1, 2005; and (3) the resolution to impose the Capacity Charge effective 
Jan. 1, 2005. 

Metropolitan Water District Administrative Code § 4304(c) requires the CEO to present recommendations for 
water rates and charges for the next fiscal year based on the Budget, Finance and Investment Committee’s 
determination of required water revenues, and to set a time for a hearing of the Budget, Finance and Investment 
Committee at which interested parties may present their views of the recommendations.  In January 2004, the 
Budget Finance and Investment Committee considered the CEO’s determination of water revenue requirements 
and recommended water rates and charges for FY 2004/05 in Board Letter 9-2, and approved resolutions of intent 
to levy the Readiness-to-Serve Charge and Capacity Charge.  In addition, the Committee set a time for a public 
hearing on the recommended rates and charges.  On February 9, 2004, a public hearing was held before the 
Budget, Finance and Investment Committee at which interested parties commented on the recommended rates and 
charges.  Public comments received at the hearing are shown in Attachment 1.   

The cost-of-service analysis supporting the recommended rates and charges was included in the January 13, 2004 
Board Letter 9-2 “Metropolitan Water District of Southern California, FY 2004/05 Cost of Service,” (the Report) and 
is consistent with the cost-of-service process approved last year.  A copy of the Report is available and is on file with 
the Executive Secretary. 

The CEO’s recommendation for water rates and charges for the coming fiscal year is shown in Table 1, 
“Recommended Rates and Charges.”  The estimated overall increase in rates and charges revenue for 2005 is 
4.4 percent.  It should be noted that certain elements of the unbundled rate are increasing while others are 
decreasing, reflecting changes in Metropolitan’s cost of service for 2005.  A decrease in the system access rate of 
$11/AF and water stewardship rate of $5/AF is offset by an increase in the system power rate of $21/AF and 
treatment surcharge of $20/AF.  The recommended rates and charges, compared to existing rates and charges are 
shown in Table 1. 

The recommended rates and charges were determined based on a total revenue requirement of $995.8 million for 
FY 2004/05.  The existing rates, which are effective through Dec. 31, 2004, and the recommended rates, which 
will be effective Jan. 1, 2005, are estimated to generate a combined revenue of $957 million.  This assumes total 
sales of 2.24 million acre-feet during FY 2004/05.  It is estimated that about $38 million from the Water Rate 
Stabilization fund will be utilized to meet obligations during FY 2004/05.   
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Table 1.  Recommended Rates and Charges 
Description: Effective  

January 1, 2004 
Effective 

January 1, 2005 

Tier 1 Supply Rate ($/AF) 
Tier 2 Supply Rate ($/AF) 

$73 
$154 

$73 
$154 

System Access Rate ($/AF) $163 $152 

Water Stewardship Rate ($/AF) $30 $25 

System Power Rate ($/AF) 
Full Service Untreated Volumetric Cost ($/AF) 

Tier 1 
Tier 2 

$60 
 

$326 
$407 

$81 
 

$331 
$412 

Replenishment Water Rate Untreated ($/AF) 
Interim Agricultural Water Program Untreated ($/AF) 

$233 
$236 

$238 
$241 

Treatment Surcharge ($/AF) 
Full Service Treated Volumetric Cost ($/AF) 

Tier 1 
Tier 2 

$92 
 

$418 
$499 

$112 
 

$443 
$524 

Treated Replenishment Water Rate ($/AF) 
Treated Interim Agricultural Water Program ($/AF) 

$300 
$304 

$325 
$329 

Readiness-to-Serve Charge ($M) $80 $80 

Capacity Charge ($/cfs) $6,100 $6,800 
 

a. Tier 1 Supply Rate.  It is recommended that the Tier 1 Supply Rate remain unchanged at $73 per acre-
foot.  The Tier 1 Supply Rate recovers Metropolitan's supply costs that are not recovered by sales at the 
Tier 2 Supply Rate and a portion of the replenishment rate and agricultural rates.  The Tier 1 Supply Rate 
will be charged on a dollar per acre-foot basis for system supply delivered to meet firm demands within 
the Tier 1 Annual Limit of each member agency. 

b. Tier 2 Supply Rate.  The Tier 2 Supply Rate is set at a level that reflects Metropolitan’s cost of 
developing supplies.  Based on the costs of the additional supply programs that have been implemented 
and provided benefit to Metropolitan since the Tier 2 Supply Rate was set last year, it is recommended 
that the Tier 2 Supply Rate remain unchanged at $154 per acre-foot.  The Tier 2 Supply Rate will be 
charged on a dollar per acre-foot basis for system supply delivered to meet firm demands that are greater 
than the Tier 1 Annual Limit.   

c. System Access Rate.  It is recommended that the System Access Rate be decreased from the current level 
of $163 per acre-foot to $152 per acre-foot.  The System Access Rate recovers a portion of the costs 
associated with the conveyance and distribution system, including capital and operating and maintenance 
costs.  All users (including member agencies and third-party wheeling entities) of the Metropolitan 
system pay the System Access Rate.   

d. Water Stewardship Rate.  It is recommended that the Water Stewardship Rate be decreased from the 
current level of $30 per acre-foot to $25 per acre-foot.  The Water Stewardship Rate will be charged on a 
dollar per acre-foot basis to collect revenues to support Metropolitan’s financial commitment to 
conservation, water recycling, groundwater recovery and other water management programs approved by 
the Board.  Previous estimates of demand management revenue requirements overestimated 
Metropolitan’s incentive payments for local supply production.  Based on more recent work with the 
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member agencies regarding local resources production, a Water Stewardship Rate of $25 per acre-foot, 
producing over $50 million in annual revenue, should be sufficient to fund Metropolitan’s commitment to 
local resources investments in 2005.  The Water Stewardship Rate is charged for every acre-foot of water 
conveyed by Metropolitan. 

e. System Power Rate.  It is recommended that the System Power Rate be increased from $60 per acre-foot 
to $81 per acre-foot.  The System Power Rate will be charged on a dollar per acre-foot basis to recover 
the cost of power necessary to pump water from the State Water Project and Colorado River through the 
conveyance system.  The System Power Rate will be charged for all Metropolitan supplies.  The increased 
use of SWP supplies, which require more energy to pump, due to the reduction in available supplies from 
the Colorado River, and the higher estimated price of power led to an increase in the System Power Rate. 

f. Treatment Surcharge.  It is recommended that the treatment surcharge be increased from the current 
level of $92 per acre-foot to $112 per acre-foot.  The treatment surcharge recovers the cost of providing 
treated water service, including allocated capital financing costs and operating and maintenance cost.  
This increase is due to higher power, chemical and sludge disposal costs, an increase in capital financing 
costs for treatment plant refurbishments/replacement, the Ozone Retrofit Program and treatment plant 
expansion and higher departmental operations and maintenance costs. 

g. Readiness-to-Serve Charge.  It is recommended that the Readiness-to-Serve Charge remain unchanged 
at the current level of $80 million.  Metropolitan’s Readiness-to-Serve Charge recovers costs associated 
with standby and peak conveyance capacity and system emergency storage capacity.  The Readiness-to-
Serve Charge is allocated among the member agencies on the basis of each agency’s ten-year rolling 
average of firm demands (including water transfers and exchanges conveyed through system capacity).  
Revenues equal to the amount of Standby Charges will continue to be credited against the member 
agency’s Readiness-to-Serve Charge obligation unless a change is requested by the member agency.  
Each agency’s estimated Readiness-to-Serve Charge is shown in Attachment 2.  The net Readiness-to-
Serve Charge obligation will be provided to member agencies through the rates notification letter in late 
March. 

h. Capacity Charge.  It is recommended to increase the Capacity Charge from the current level of $6,100 
per cfs to $6,800 per cfs.  The Capacity Charge is a fixed charge levied on the maximum summer day 
demand placed on the system between May 1 and Sept. 30 for the three calendar-year period ending 
Dec. 31, 2003.  The Capacity Charge recovers the cost of providing peak capacity within the distribution 
system.  Daily flow measured between May 1 and Sept. 30 for purposes of billing the Capacity Charge 
will include all deliveries made by Metropolitan to a member agency or member agency customer, 
including water transfers, exchanges and agricultural deliveries, but excluding replenishment service.  
The resolution of intent to impose a capacity charge is shown in Attachment 3.   

i. Replenishment Rates.  It is recommended that the untreated replenishment water rate be increased from 
its current level of $233 per acre-foot to $238 per acre-foot.  It is also recommended that the treated 
replenishment water rate increase from its current level of $300 per acre-foot to $325 per acre-foot, 
reflecting the increase in treatment and power costs. 

j. Agricultural Water Rate.  It is recommended that the agricultural water rate be increased from its 
current level of $236 per acre-foot to $241 per acre-foot.  It is also recommended that the treated 
agricultural water rate increase from its current level of $304 per acre-foot to $329 per acre-foot, 
consistent with the increase in treatment and power costs.

Policy 
Metropolitan Water District Administrative Code § 4304 (c) (f): Apportionment of Revenues and Setting of Water 
Rates and Charges to Raise Firm Revenues 
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California Environmental Quality Act (CEQA) 
CEQA determination for Options #1 and #2: 

The proposed actions are not defined as a project under CEQA, because they involve continuing administrative 
activities, such as general policy and procedure making (Section 15378(b)(2) of the State CEQA Guidelines).  In 
addition, the proposed actions are not subject to CEQA because they involve the creation of government funding 
mechanisms or other government fiscal activities, which do not involve any commitment to any specific project 
which, may result in a potentially significant physical impact on the environment (Section 15378(b)(4) of the 
State CEQA Guidelines). 

The CEQA determination is:  Determine that the proposed actions are not subject to CEQA pursuant to 
Sections 15378(b)(2) and 15378(b)(4) of the State CEQA Guidelines. 

Board Options/Fiscal Impacts 
Option #1 

Adopt the CEQA determination and 
a. Approve water rates effective January 1, 2005 as shown in Table 1; 
b. Adopt Resolution to Impose the Readiness-to-Serve Charge in the form shown as Attachment 2 to this 

letter; and 
c. Adopt Resolution to Impose a Capacity Charge in the form shown as Attachment 3 to this letter. 

Fiscal Impact: Revenues from rates and charges of $957 million in 2004/05, and an overall increase in 
average revenues of 4.4 percent if the rates and charges are adopted as recommended. 

Option #2 
Adopt the CEQA determination and instruct staff to modify the recommended rates and charges per board 
direction. 
Fiscal Impact: Unknown 

Staff Recommendation  
Option #1 

 

 

 2/23/2004 
Brian G. Thomas 
Chief Financial Officer 

Date 

 
 
 

 2/25/2004 
Ronald R. Gastelum 
Chief Executive Officer 

Date 

 
Attachment 1 – Public Comments  

Attachment 2 – Resolution to Impose Readiness-to-Serve Charge 

Attachment 3 – Resolution to Impose Capacity Charge 
 
BLA #2760 
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Attachment 1 
 

Public Comments 
 

Public Hearing Held February 9, 2004 
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Comments of Mr. John Rossi 
CEO, Chino Basin Watermaster,  
Chairman, Association of Groundwater Agencies 
(MWD staff notes) 
 
Groundwater storage is a key element in the region’s water supply reliability.  Higher rates for 
groundwater replenishment will create a disincentive for storing imported supplies in local 
groundwater basins.  Chino Basin implemented a groundwater storage agreement with 
Metropolitan.  Through this agreement, 10,000 acre-feet were stored last year, with the potential 
for another 100,000 acre-feet to be stored.  Chino Basin supports the development of local 
resources and believes that the groundwater replenishment program should not provide 
disincentives for storing imported supplies in the groundwater basins.  Chino Basin Watermaster 
and AGWA request the opportunity to work with MWD to create greater incentives to encourage 
groundwater storage.  
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Comments of Ms. Karen Brust 
Director of Finance and Treasurer, San Diego County Water Authority  
(MWD staff notes) 
 
The latest rate increase is the most significant in the last 30 years.  The San Diego County Water 
Authority is concerned about the cost drivers responsible for rate increases.  SDCWA 
understands the reasons for increasing the treatment surcharge and supports it.  SDCWA also 
supports the recommended changes in the other rate components.  However, with respect to the 
$5 increase in the untreated rate, SDCWA poses the question whether there are opportunities for 
rate relief in Metropolitan’s financial polices and does not support the increase in the untreated 
rate.  While considered independently Metropolitan’s financial polices appear sound, in the 
aggregate there may be some redundancies. 
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Comments of Mr. Richard Atwater,  
General Manager, Inland Empire Utilities Agency  
(MWD staff notes) 
 
Inland Empire Utilities Agency endorses the comments of Mr. John Rossi on groundwater 
replenishment.  Metropolitan has a long-standing policy of supporting lower rates for 
groundwater replenishment and IEUA questions how this policy will be maintained looking at 
the projected rates for the next ten years.  Replenishment rates should be set so that they 
encourage the better utilization of local programs.  IEUA would prefer that the replenishment 
rate not go up $5 per acre-foot.  The economics of groundwater production should be considered 
in context with the increasing rates for imported supply.  The Tier 1 and Tier 2 rate differential 
has to be reviewed in order to promote greater conservation and local resources development and 
the board should direct staff to conduct such a study.  The capacity charge goal is to reduce 
peaking on the system.  In conjunction with efforts to meet Metropolitan’s policy that member 
agencies have 7 days of storage, case studies should be analyzed to evaluate the effectiveness of 
this charge.  
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Comments of Mr. Larry Gardner 
Water Department Director, City of San Diego 
 
 

• Concerns: We all recognize that rate increases are inevitable at MWD to support projects 
that ensure region’s reliability; however, to translate that level of reliability to our 
customers, we, as the retail agency, must also do our part.  The City of San Diego’s 
current CIP project will invest nearly $1 billion between 1998 and 2007 to address the 
City’s critical infrastructure needs.  Additionally, as member agencies of the San Diego 
County Water Authority, we contribute towards additional regional CIP projects, 
estimated at an additional $1.3 billion.   

 
All this reliability activity translates into higher and higher costs for which our ratepayers 
must pay.  How much, we wonder, will the ratepayers tolerate?   

 
• Seeking: 

1. First, allow me to express our appreciation to MWD for unbundling its rates.  The 
unbundling makes it easier for us at the retail level to understand the factors that 
impact rates. 

 
2. As a water agency that treats its own water, I won’t be commenting on the proposed 

water rates for treated water and will instead focus on the rate categories and practices 
that add up to MWD’s full service untreated water rate. 

 
3. The City of San Diego understands the need to increase the system power rate to 

better reflect recent increases in energy costs.  However, an increase of $21 per acre-
foot for all water sales in one year (an increase of 35%) seems disproportionately 
dramatic.   If energy costs are to represent a full 25% of MWD’s untreated water 
rates, I call on this Board to fully examine the full range of energy alternatives 
available to reduce this expense and volatility.  I urge MWD to think “outside the 
box” in developing real cost containment solutions and take control of this rate 
category. 

 
4. MWD proposes a reduction of the Water Stewardship Rate by $5/acre-foot.  I 

understand that it is possible to reduce the per acre-foot rate without minimizing the 
potential water supplies that demand management and local projects offer thanks to 
increases in MWD’s water sales volume.   

 
I just want to emphasize that without the matching funds that MWD offers 
through its Local Resources Program (LRP) and Conservation Credits Program 
(CCP), retail agencies are truly challenged to implement these important 
programs.  Given that all the federal, state and even MWD’s own planning 
documents call on increasing the role of demand management and local supply 
programs to secure future water supply reliability, I call on this Board to continue 
its leadership role in making these programs happen. 

 
Moreover, I’d like to see the CCP increase from the $154/AF funding threshold 
that was established 15 years ago to a higher co-funding amount to allow retail 
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agencies such as mine to pursue conservation opportunities beyond those already 
established during the last two decades.   

 
5. As regards MWD’s policy to maintain minimum debt service coverage of 200%, we 

wonder if a lower balance might be possible without compromising MWD’s financial 
stability. 

 
6. As this Board looks at MWD’s Integrated Water Resources Plan and its Long Range 

Finance Plan, we ask that the Replacement & Refurbishment (R&R) Program be 
based on an engineer’s assessment rather than a financial depreciation model. 

 
7. Having reviewed MWD’s Long Range Financial Report, I believe that the rate 

increases proposed for 2005 are the first of many coming our way in the near future.  
I ask the Board to remain mindful of the fact that many of the retail water agencies in 
your service territory face multiple layers of future cost increases.  Each of us must 
remain cognizant of the ratepayer’s ability to afford our budgetary decisions.  I trust 
that MWD staff and this Board will embrace a leadership role in both water supply 
reliability and affordability. 

 
• Acknowledge:  

1. As a subagency to MWD, I am grateful for the opportunity to participate in the 
upcoming workshops on MWD’s Integrated Water Resources Plan.   

 
2. I understand that the SDCWA has been working with MWD and other MWD 

member agencies to accomplish the goals of supporting MWD programs while 
providing rate relief to its member agencies.  We support that effort. 

 
I also understand that Brian Thomas has been extremely helpful to SDCWA staff and has agreed 
to work with the MWD member agencies to address concerns expressed.  I would like to thank 
Brian for his openness and understanding. 
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THE METROPOLITAN WATER DISTRICT 
OF SOUTHERN CALIFORNIA 

 
RESOLUTION ____ 

        
 

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

SOUTHERN CALIFORNIA 
FIXING AND ADOPTING 

A READINESS-TO-SERVE CHARGE FOR FISCAL YEAR 2004/05 
        

 
WHEREAS, at its meeting on October 16, 2001, the Board of Directors (“Board”) of The 

Metropolitan Water District of Southern California (“Metropolitan”) approved a rate structure proposal 
described in Board Letter 9-6 dated October 16, 2001, including a readiness-to-serve charge; and 

 
WHEREAS, providing firm revenue sources is a goal of such rate structure; and 
 
WHEREAS, the amount of revenue to be raised by the readiness-to-serve charge shall be 

as determined by the Board and allocation of the readiness-to-serve charge among member public 
agencies shall be in accordance with the method established by the Board; and 

 
WHEREAS, the readiness-to-serve charge is a charge imposed by Metropolitan upon its 

member agencies, and is not a fee or charge imposed upon real property or upon persons as an incident 
of property ownership; and 

 
WHEREAS, Metropolitan has legal authority to impose such readiness-to-serve charge as 

a water rate pursuant to Section 134 of the Metropolitan Water District Act (the “Act”), as an 
availability of service charge pursuant to Section 134.5 of the Act, and as a capital facilities fee pursuant 
to Section 54999.2 of the California Government Code; and 

 
WHEREAS, under authority of Sections 133 and 134 of the Act, the Board has the 

authority to fix the rate or rates for water as will result in revenue which, together with other revenues, 
will pay Metropolitan’s operating expenses and provide for payment of other costs, including payment 
of the interest and principal of Metropolitan’s non-tax funded bonded debt; and 

 
WHEREAS, pursuant to Resolution 8329, adopted by the Board on July 9, 1991, 

proceeds of the readiness-to-serve charge and other revenues from the sale or availability of water are 
pledged to the payment of Metropolitan’s outstanding revenue bonds issued and revenue bonds to be 
issued pursuant to Resolution 8329; and 

 
WHEREAS, under authority of Government Code Section 54999.2, Metropolitan may 

impose a capital facilities fee to pay the capital cost of facilities for the provision of water service; and 
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WHEREAS, under authority of Section 134.5 of the Act, a readiness-to-serve charge 
imposed as an availability of service charge may be collected from the member public agencies within 
Metropolitan, or may be imposed as a standby charge against individual parcels within Metropolitan’s 
service area; and 

 
WHEREAS, under such authority, the water standby charge may be imposed on each 

acre of land or each parcel of land less than an acre within Metropolitan to which water is made 
available for any purpose by Metropolitan, whether the water is actually used or not; and 

 
WHEREAS, certain member public agencies of Metropolitan have opted in prior fiscal 

years to provide collection of all or a portion of their readiness-to-serve charge obligation through a 
Metropolitan water standby charge imposed on parcels within those member agencies; and 

 
WHEREAS, Metropolitan is willing to comply with the requests of member public 

agencies opting to have Metropolitan continue to levy water standby charges within their respective 
territories, on the terms and subject to the conditions contained herein; and 

 
WHEREAS, the provisions of the Uniform Standby Charge Procedures Act (“USCPA”), 

Sections 54984-54984.9 of the Government Code, are available to any local agency authorized by law to 
provide water or water service, and authorized to fix, levy, or collect any standby or availability charge 
or assessment in connection with the provision of that service; and 

 
WHEREAS, the readiness-to-serve charge applicable to each member public agency, the 

method of its calculation, and the specific data used in its determination are as specified in the 
Engineer's Report dated January 2004 (the “Engineer’s Report”), on file with the Executive Secretary, a 
copy of which is attached as Exhibit 1; and 

 
WHEREAS, by Resolution 8887, adopted at its meeting held January 13, 2004, 

Metropolitan’s Board resolved and determined that Metropolitan should develop a reliable source of 
revenues less susceptible to seasonal and annual variation, through imposition of a readiness-to-serve 
charge to be collected from Metropolitan’s member public agencies, and that the readiness-to-serve 
charge should be in an amount sufficient to provide for payment of debt service and other appropriately 
allocated costs, for capital expenditures for projects needed to provide standby and emergency storage 
service needs; and 

 
WHEREAS, notice was given by Resolution 8887 to the public and to each member 

public agency of The Metropolitan Water District of Southern California of the intention of 
Metropolitan’s Board to consider and take action at its regular meeting to be held on March 9, 2004, on 
the Board’s intent to impose a readiness-to-serve charge as described in Resolution 8836; and  

 
WHEREAS, the Budget, Finance and Investment Committee of the Board conducted a 

public hearing at its regular meeting on February 9, 2004, at which interested parties were given the 
opportunity to present their views regarding the proposed readiness-to-serve charge and the Engineer’s 
Report; and 
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WHEREAS, notice of the proposed readiness-to-serve charge and of a public hearing on 
the date and at the time and location specified in Resolution 8887 was published prior to the hearing in 
various newspapers of general circulation within Metropolitan’s service area; and 

 
WHEREAS, each of the meetings of the Board were conducted in accordance with the 

Brown Act (commencing at Section 54950 of the Government Code), for which due notice was provided 
and at which quorums were present and acting throughout;  

 
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 Metropolitan should develop a reliable source of revenues less 

susceptible to seasonal and annual variation, through imposition of a readiness-to-serve charge to be 
collected from Metropolitan’s member public agencies. 

 
Section 2.  That said readiness-to-serve charge should be in an amount sufficient to 

provide for payment of debt service and other appropriately allocated costs, for capital expenditures for 
projects needed to provide standby and emergency storage service needs. 

 
Section 3.  That such readiness-to-serve charge for July 1, 2004 through and including 

December 31, 2004 shall be a water rate equal to $51.41 per acre-foot and for January 1, 2005 through 
and including June 30, 2005 shall be a water rate equal to $49.83 per acre-foot, which shall be charged 
on a historic basis for each acre-foot of water, excluding water used for purposes of replenishing local 
storage and agriculture as defined by the Administrative Code, included in Metropolitan’s average water 
deliveries to its member agencies for the applicable ten-year period identified in Section 8 below.  The 
aggregate readiness-to-serve charge for the period from July 1, 2004 through and including June 30, 
2005 shall be $80,000,000. 

 
Section 4.  That in the alternative, and without duplication, the readiness-to-serve charge 

for the period from July 1, 2004 through and including June 30, 2005 shall be a capital facilities fee in 
the aggregate amount of $80,000,000, which shall be allocated as provided in Section 8 below. 

 
Section 5.  That this Board finds that the proposed readiness-to-serve charge is necessary 

for the purpose of financing construction costs of public utility facilities furnished by Metropolitan, and 
does not exceed the proportionate share of the cost of the public utility facilities of benefit to each 
person or property charged, based upon the proportionate share of the use of those facilities as shown on 
the Engineer’s Report. 

 
Section 6.  That in the alternative, and without duplication, the readiness-to-serve charge 

shall be an availability of service charge pursuant to Section 134.5 of the Act. 
 
Section 7.  That the readiness-to-serve charge shall be allocated among the member 

public agencies in proportion to the average of deliveries through Metropolitan’s system (in acre-feet) to 
each member public agency during the ten-year period ending June 30, 2003.  Metropolitan sales of 
reclaimed water under the Local Projects Program and groundwater under the Groundwater Recovery 
Program are not included in the readiness-to-serve charge water sales calculation.  The allocation of the 
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readiness-to-serve charge among member agencies is based on sales data recorded by Metropolitan and 
shall be conclusive in the absence of manifest error. 

 
The proposed amount of the readiness-to-serve charge to be imposed on each member 

public agency effective July 1, 2004, is as follows: 
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Table 1

Fiscal Year 2004/05 READINESS-TO-SERVE CHARGE

Member Agency

Rolling Ten-Year 
Average 

Firm Deliveries (Acre-
Feet)

FY1992/93 - 
FY2001/02 RTS Share

6 months @ $80 
million per year 

(7/04-12/04)

Rolling Ten-Year 
Average 

Firm Deliveries (Acre-
Feet)

FY1993/94 - 
FY2002/03 RTS Share

6 months @ $80 
million per year 

(1/05-6/05) Total RTS Charge
Anaheim 17,356                        1.12% 446,116$                  17,464                         1.09% 435,120$                   881,236$                
Beverly Hills 13,301                        0.85% 341,899                    13,363                         0.83% 332,960                     674,859                  
Burbank 14,120                        0.91% 362,930                    13,514                         0.84% 336,719                     699,650                  
Calleguas MWD 95,365                        6.13% 2,451,255                 97,828                         6.09% 2,437,467                  4,888,722               
Central Basin MWD 63,983                        4.11% 1,644,617                 64,476                         4.02% 1,606,477                  3,251,094               
Compton 4,006                          0.26% 102,968                    3,733                           0.23% 93,014                       195,981                  
Eastern MWD 58,751                        3.78% 1,510,133                 62,106                         3.87% 1,547,431                  3,057,565               
Foothill MWD 9,358                          0.60% 240,530                    9,675                           0.60% 241,057                     481,587                  
Fullerton 7,427                          0.48% 190,904                    7,738                           0.48% 192,802                     383,706                  
Glendale 27,151                        1.74% 697,879                    26,752                         1.67% 666,552                     1,364,431               
Inland Empire Utilities Agency 44,473                        2.86% 1,143,137                 47,034                         2.93% 1,171,888                  2,315,024               
Las Virgenes MWD 19,801                        1.27% 508,957                    20,184                         1.26% 502,896                     1,011,854               
Long Beach 37,953                        2.44% 975,531                    37,670                         2.35% 938,575                     1,914,106               
Los Angeles 190,217                      12.22% 4,889,336                 202,968                       12.64% 5,057,144                  9,946,480               
Municipal Water District of Orange County 213,813                      13.74% 5,495,840                 216,197                       13.47% 5,386,753                  10,882,593             
Pasadena 16,274                        1.05% 418,304                    17,963                         1.12% 447,563                     865,867                  
San Diego County Water Authority 414,479                      26.63% 10,653,763               432,316                       26.93% 10,771,569                21,425,332             
San Fernando 76                               0.00% 1,961                        61                                0.00% 1,520                         3,481                      
San Marino 1,168                          0.08% 30,025                      1,111                           0.07% 27,674                       57,699                    
Santa Ana 11,670                        0.75% 299,971                    11,784                         0.73% 293,600                     593,571                  
Santa Monica 9,134                          0.59% 234,791                    9,907                           0.62% 246,847                     481,638                  
Three Valleys MWD 63,146                        4.06% 1,623,095                 65,362                         4.07% 1,628,560                  3,251,655               
Torrance 21,416                        1.38% 550,464                    21,527                         1.34% 536,359                     1,086,823               
Upper San Gabriel Valley MWD 9,172                          0.59% 235,760                    10,220                         0.64% 254,646                     490,406                  
West Basin MWD 147,247                      9.46% 3,784,845                 146,263                       9.11% 3,644,289                  7,429,135               
Western MWD 45,323                        2.91% 1,164,988                 48,183                         3.00% 1,200,519                  2,365,506               
MWD Total 1,556,178                  100.00% 40,000,000$            1,605,396                   100.00% 40,000,000$             80,000,000$          
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Section 8.  That the allocation of the readiness-to-serve charge among member agencies 
set forth in Section 7 above is consistent with the per-acre-foot water rates imposed pursuant to 
Section 3 above. 

 
Section 9.  That it is the intent of the Board that water conveyed through Metropolitan’s 

system for the purposes of water transfers, exchanges or other similar arrangements shall be included in 
the calculation of a member agency's rolling ten-year average firm demands used to allocate the 
readiness-to-serve charge.    

 
Section 10.  That the proposed readiness-to-serve charge and the amount applicable to 

each electing member public agency, the method of its calculation, and the specific data used in its 
determination are as specified in the Chief Executive Officer's recommendation on rates and charges to 
be effective January 1, 2005, which forms the basis of the readiness-to-serve charge is on file and 
available for review by interested parties at Metropolitan’s headquarters. 

 
Section 11.  That except as provided in Section 17 below with respect to any readiness-

to-serve charge collected by means of a Metropolitan water standby charge, the readiness-to-serve 
charge shall be due monthly, quarterly or semiannually as agreed upon by Metropolitan and the member 
agency. 

 
Section 12.  That such readiness-to-serve charge may, at the request of any member 

agency which elected to utilize Metropolitan’s standby charge as a mechanism for collecting its 
readiness-to-serve charge obligation in FY 1996/97, be collected by reimposition of the Metropolitan 
water standby charge at the same rates imposed in FY 1996/97 upon land within Metropolitan’s (and 
such member public agency’s) service area to which water is made available by Metropolitan for any 
purpose, whether such water is used or not. 

 
Section 13.  That the rates of any standby charge proposed to be levied to collect all or a 

portion of a member public agency’s readiness-to-serve charge, per acre of land, or per parcel of land 
less than an acre, as shown in the Engineer’s Report, may vary by member public agency, and shall not 
exceed the amount of Metropolitan’s 1995/96 standby charge for the member public agency.  The 
proposed standby charge applicable to each electing member public agency, the method of its 
calculation, and the specific data used in its determination are as specified in the Engineer’s Report 
attached to this Resolution which was prepared under the supervision of a registered professional 
engineer certified by the state of California. 

 
Section 14.  The proposed water standby charge includes the reimposition of water 

standby charges on parcels with respect to which water standby charges have been imposed in 
FY 1996/97 and annually thereafter (“pre-1997 standby charges”) and the levy of standby charges on 
parcels annexed to Metropolitan and to an electing member agency after January 1997 (“annexation 
standby charges”).  Only land within each electing member public agency with respect to which standby 
charges were imposed in FY 1996/97 will be subject to the reimposition of pre-1997 standby charges for 
FY 2003/04.  Only land annexed to Metropolitan and to an electing member public agency with respect 
to which standby charges were approved in accordance with the procedures of Article XIIID, Section 4 
of the California Constitution will be subject to the imposition or reimposition, as the case may be, of 
annexation standby charges for FY 2004/05.  The Engineer’s Report lists parcels annexed, or to be 
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annexed, to Metropolitan and to electing member agencies during FY 2004/05, such parcels being 
subject to the annexation standby charge upon annexation.  Parcels in the Engineer’s Report which are 
not listed as being subject to annexation standby charges shall be subject to the pre-1997 standby 
charges.  These parcels are identified in a listing filed with the Executive Secretary. 

 
Section 15.  That the amount of the proposed standby charge, per parcel or per acre, 

applicable to eligible land within each electing member public agency as allocated in the Engineer’s 
Report shall be as follows: 

 

Proposed FY 2004/05 Standby Charge 

Member Agency Amount 
Anaheim $      8.55 
Beverly Hills -0- 
Burbank 14.20 
Calleguas MWD 9.58 
Central Basin MWD 10.44 
Coastal MWD* 11.60 
Compton 8.92 
Eastern MWD 6.94 
Foothill MWD 10.28 
Fullerton 10.71 
Glendale 12.23 
Inland Empire Utilities Agency 7.59 
Las Virgenes MWD 8.03 
Long Beach 12.16 
Los Angeles -0- 
MWD of Orange Co.** 10.09 
Pasadena 11.73 
San Diego CWA 11.51 
San Fernando 7.87 
San Marino 8.24 
Santa Ana 7.88 
Santa Monica     -0- 
Three Valleys MWD   12.21 
Torrance   12.23 
Upper San Gabriel Valley MWD    9.27 
West Basin MWD       -0- 
Western MWD of Riverside Co.     9.23 

 
Section 16.  That with respect to annexation standby charges, the Engineer’s Report 

separates the special benefits from the general benefits and identifies each of the parcels on which a 

                                                 
*  Applicable to parcels in MWD of Orange County which were included within territory of former Coastal MWD. 
** Exclusive of parcels included within territory of former Coastal MWD. 
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special benefit is conferred.  No annexation standby charge on any parcel exceeds the reasonable cost of 
the proportional special benefit conferred on that parcel, as shown in the Engineer’s Report. 

 
Section 17.  That the proposed water standby charge, if imposed, shall be collected on the 

tax rolls, together with the ad valorem property taxes which are levied by Metropolitan for the payment 
of pre-1978 voter-approved indebtedness.  Any amounts so collected shall be applied as a credit against 
the applicable member agency’s obligation to pay a readiness-to-serve charge.  After such member 
agency’s readiness-to-serve charge allocation is fully satisfied, any additional collections shall be 
credited to other outstanding obligations of such member agency to Metropolitan or future readiness-to-
serve obligations of such agency.  Notwithstanding the provisions of Section 12 above, any member 
agency requesting to have all or a portion of its readiness-to-serve charge obligation collected through 
standby charge levies within its territory as provided herein shall pay any portion not collected through 
net standby charge collections to Metropolitan within 50 days after Metropolitan issues an invoice for 
remaining readiness-to-serve charges to such member agency, as provided in Administrative Code 
Section 4507. 

 
Section 18.  On February 9, 2004, the Budget, Finance and Investment Committee of 

Metropolitan’s Board conducted a public hearing at which interested parties were afforded the 
opportunity to present their views regarding the readiness-to-serve charge in accordance with 
Sections 4304(e) and 4304(k) of Metropolitan’s Administrative Code.   
 

Section 19.  That notice is hereby given to the public and to each member public agency 
of The Metropolitan Water District of Southern California of the intention of Metropolitan’s Board to 
consider and take action at its regular meeting to be held May 11, 2004 (or such other date as the Board 
shall hold its regular meeting in such month), on the Chief Executive Officer’s recommendation to 
impose a water standby charge for FY 2004/05 under authority of Section 134.5 of the Act on land 
within Metropolitan at the rates, per acre of land, or per parcel of land less than an acre, specified in 
Section 15 above.  Any such water standby charge will be imposed as a means of collecting the 
readiness-to-serve charge. 

 
Section 20.  That the Board will meet in regular session at its meeting on April 13, 2004 

(or such other date as the Board shall hold its regular meeting in such month), to hold a public protest 
hearing at which interested parties may present their views regarding any proposed standby charges and 
the Engineer’s Report.  Any member of the public may submit a written protest or other comments 
either at a scheduled hearing or by mail to the Executive Secretary of The Metropolitan Water District of 
Southern California, at Post Office Box 54153, Los Angeles, California 90054-0153.  All written 
protests and comments presented at the hearings or received by the Executive Secretary on or before 
April 13, 2004, which contain a description sufficient to identify the land owned by the landowner will 
be given due consideration by the Board before its final action on the proposed standby charge.   

 
Section 21.  Under the approval procedures of the USCPA, which apply to the 

reimposition of pre-1997 standby charges, if the Board receives written protests (which protests are not 
withdrawn at the time of determination by the Board) representing 40 percent of the parcels subject to 
the proposed pre-1997 standby charge, the matter must be tabled for at least one year.  If the Board 
receives such protests representing 15 percent or more of the parcels subject to the proposed pre-1997 
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charge, the Board may still adopt the charge, but the charge will be ineffective until approved by a 
majority of the vote in a landowner election within Metropolitan. 

 
Section 22.  That the following exemption procedures apply with respect to pre-1997 

standby charges:  
 
(a)  It is the intent of the Board that the following lands shall be exempt from the pre-

1997 water standby charge:  (1) lands owned by the Government of the United States, the State of 
California, or by any political subdivision thereof or any entity of local government; (2) lands 
permanently committed to open space and maintained in their natural state that are not now and will not 
in the future be supplied water; (3) lands not included in (1) or (2) above, which the Chief Executive 
Officer, in his discretion, finds do not now and cannot reasonably be expected to derive a benefit from 
the projects to which the proceeds of the water standby charge will be applied; and (4) lands within any 
member public agency, subagency, or city if the governing body of such public entity elects and 
commits to pay out of funds available for that purpose, in installments at the time and in the amounts 
established by Metropolitan, the entire amount of the water standby charge which would otherwise be 
imposed upon lands within those public entities.  However, no exemption from the pre-1997 water 
standby charge shall reduce the applicable member agency’s readiness-to-serve charge obligation.  The 
Chief Executive Officer may develop and implement additional criteria and guidelines for exemptions in 
order to effectuate the intent expressed herein.  

 
(b)  The Chief Executive Officer shall establish and make available to interested 

applicants procedures for filing and consideration of applications for exemption from the water standby 
charge pursuant to subsections (2) and (3) of Section 23(a) above.  All applications for such exemption 
and documents supporting such claims must be received by Metropolitan in writing on or before 
December 31, 2004.  The Chief Executive Officer is further directed to review any such applications for 
exemption submitted in a timely manner to determine whether the lands to which they pertain are 
eligible for such exemption and to allow or disallow such applications based upon those guidelines.  The 
Chief Executive Officer shall also establish reasonable procedures for the filing and timing of the 
appeals from his determination.  

 
(c)  The Budget, Finance and Investment Committee shall hear appeals from 

determinations by the Chief Executive Officer to deny or qualify an application for exemption from the 
pre-1997 water standby charge.  The Budget, Finance and Investment Committee shall consider such 
appeals and make recommendations to the Board to affirm or reverse the Chief Executive Officer’s 
determinations.  The Board shall act upon such recommendations and its decision as to such appeals 
shall be final. 

 
Section 23.  That no failure to collect, and no delay in collecting, any standby charges 

shall excuse or delay payment of any portion of the readiness-to-serve charge when due.  All amounts 
collected as water standby charges pursuant to this Resolution shall be applied solely as credits to the 
readiness-to-serve charge of the applicable member agency, with any excess collections being carried 
forward and credited against other outstanding obligations of such member agency to Metropolitan. 

 
Section 24.  That the readiness-to-serve charge is imposed by Metropolitan as a rate, fee 

or charge on its member agencies, and is not a fee or charge imposed upon real property or upon persons 
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as incidents of property ownership, and the water standby charge is imposed within the respective 
territories of electing member agencies as a mechanism for collection of the readiness-to-serve charge.  
In the event that the water standby charge, or any portion thereof, is determined to be an unauthorized or 
invalid fee, charge or assessment by a final judgment in any proceeding at law or in equity, which 
judgment is not subject to appeal, or if the collection of the water standby charge shall be permanently 
enjoined and appeals of such injunction have been declined or exhausted, or if Metropolitan shall 
determine to rescind or revoke the water standby charge, then no further standby charge shall be 
collected within any member agency and each member agency which has requested imposition of 
Metropolitan water standby charges as a means of collecting its readiness-to-serve charge obligation 
shall pay such readiness-to-serve charge obligation in full, as if imposition of such water standby 
charges had never been sought. 

 
Section 25.  That the Chief Executive Officer and the General Counsel are hereby 

authorized to do all things necessary and desirable to accomplish the purposes of this Resolution, 
including, without limitation, the commencement or defense of litigation. 

 
  Section 26.  That this Board finds that the proposed readiness-to-serve charge and other 
charges provided in this Resolution are not defined as a Project from the provisions of the California 
Environmental Quality Act (“CEQA”) since they involve continuing administrative activities, such as 
general policy and procedure making (Section 15378(b)(2) of the State CEQA Guidelines).  In addition, 
the proposed actions are not subject to CEQA because they involve the creation of government funding 
mechanisms or other government fiscal activities, which do not involve any commitment to any specific 
project which may result in a potentially significant physical impact on the environment 
(Section 15378(b)(4) of the State CEQA Guidelines). 

 
Section 27.  That if any provision of this Resolution or the application to any member 

agency, property or person whatsoever is held invalid, that invalidity shall not affect other provisions or 
applications of this Resolution which can be given effect without the invalid portion or application, and 
to that end the provisions of this Resolution are severable. 

 
Section 28.  That the Chief Executive Officer is hereby authorized and directed to take all 

necessary action to satisfy relevant statutes requiring notice by mailing or by publication. 
 
Section 29.  That the Executive Secretary is hereby directed to transmit a certified copy 

of this Resolution to the presiding officer of the governing body of each member public agency. 
 

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 March 9, 2004. 

 
      
Executive Secretary 
The Metropolitan Water District  
of Southern California 
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THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA 

ENGINEER'S REPORT 

 

PROGRAM TO LEVY READINESS-TO-SERVE CHARGE, 

INCLUDING LOCAL OPTION FOR STANDBY CHARGE, 

DURING FISCAL YEAR 2004/05 

January 2004 

 
BACKGROUND 

The Metropolitan Water District of Southern California is a public agency with a primary 
purpose to provide imported water supply for domestic and municipal uses at wholesale rates to 
its member public agencies.  More than 17 million people reside within Metropolitan’s service 
area, which covers over 5,000 square miles and includes portions of the six counties of Los 
Angeles, Orange, Riverside, San Bernardino, San Diego and Ventura.  Metropolitan currently 
provides over 50 percent of the water used within its service area. 

REPORT PURPOSES 

As part of its role as an imported water supplier, Metropolitan builds capital facilities and 
implements water management programs that ensure reliable high quality water supplies 
throughout its service area.  The purpose of this report is to: (1) identify and describe those 
facilities and programs which will be financed in part by Metropolitan's readiness-to-serve 
(RTS) charge in fiscal year 2004/05, and (2) describe the method and basis for levying 
Metropolitan’s standby charge for those agencies electing to collect a portion of their RTS 
obligation through Metropolitan’s standby charge. 

Metropolitan levies the RTS charge on its member agencies to recover a portion of the debt 
service on bonds issued to finance capital facilities needed to meet existing demands on 
Metropolitan’s system.  The standby charge is levied on parcels of land within certain of 
Metropolitan’s member agencies as a method of collecting part or all of such member agency’s 
RTS charge obligation.  The RTS charge will partially pay for the facilities and programs 
described in this report.  The standby charge, if levied, will be utilized solely for capital 
payments and debt service on the capital facilities identified in this report. 
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METROPOLITAN'S RESPONSE TO INCREASING WATER DEMANDS 

To respond to increasing demands for water, Metropolitan and its member agencies collectively 
examined the available local and imported resource options in order to develop a least-cost plan 
that meets the reliability and quality needs of the region.  The product of this intensive effort was 
an Integrated Resources Plan (IRP) for achieving a reliable and affordable water supply for 
Southern California.  The major objective of the IRP was to develop a comprehensive water 
resources plan that ensures (1) reliability, (2) affordability, (3) water quality, (4) diversity of 
supply, and (5) adaptability for the region, while recognizing the environmental, institutional, 
and political constraints to resource development.  As these constraints change over time, the 
IRP is periodically revisited and updated by Metropolitan and the member agencies to reflect 
current conditions. To meet the water supply needs of existing and future customers within its 
service area, Metropolitan continues to identify and develop additional water supplies to 
maintain the reliability of the imported water supply and delivery system.  These efforts include 
the construction of capital facilities and implementation of demand management programs. 

Capital Facilities 

The capital facilities include the State Water Project (SWP), the Colorado River Aqueduct 
(CRA), storage facilities including the recently completed Diamond Valley Lake (DVL), and 
additional conveyance and distribution system components.  The benefits of these capital 
facilities are both local and system-wide, as the facilities directly contribute to the reliable 
delivery of water supplies throughout Metropolitan's service area. 

State Water Project Benefits 

In 1960, Metropolitan contracted with the California Department of Water Resources (DWR) to 
receive SWP supplies.  Under this contract, Metropolitan is obligated to pay its portion of the 
construction and operation and maintenance costs of the SWP system through at least the year 
2035, regardless of the quantities of project water Metropolitan takes.  Metropolitan is entitled to 
over 2 million acre-feet of the total SWP entitlements of 4.2 million acre-feet.  All Metropolitan 
member agencies benefit from the SWP supplies which are distributed to existing customers and 
are available to future customers throughout Metropolitan's service area.  The potential benefit of 
the SWP allocable to the RTS charge in fiscal year 2003/04 is shown in Table 1. 

System Storage Benefits  

The Metropolitan system, for purposes of meeting demands during times of shortage, regulating 
system flows, and to ensure system reliability in the event of a system outage, provides over 
1,000,000 acre-feet of system storage capacity.  DVL provides 800,000 acre-feet of storage 
capacity for water from the Colorado River Aqueduct and SWP, effectively doubling Southern 
California’s previous surface water storage capacity.  Water stored in system storage during 
above average supply conditions (surplus) provides a reserve against shortages when supply 
sources are limited or disrupted.  System storage also preserves Metropolitan's capability to 
deliver water during scheduled maintenance periods, when conveyance facilities must be 
removed from service for rehabilitation, repair, or maintenance.  The potential benefit of system 
storage in fiscal year 2004/05 is shown in Table 1. 
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Conveyance and Distribution System Benefits 

Metropolitan has an ongoing commitment, through physical system improvements and the 
maintenance and rehabilitation of existing facilities, to maintain the reliable delivery of water 
throughout the entire service area.  System improvement projects include additional conveyance 
and distribution facilities to maintain the dependable delivery of water supplies, provide 
alternative system delivery capacity, and enhance system operations.  Conveyance and 
distribution system improvement benefits also include projects to upgrade obsolete facilities or 
equipment, or to rehabilitate or replace spent facilities or equipment.  These projects are needed 
to enhance system operations, comply with new regulations, and maintain a reliable distribution 
system.  A list of conveyance and distribution system facilities is provided in Table 3 along with 
the fiscal year 2004/05 estimated conveyance and distribution system benefits. 

Demand Management Program Benefits 

Demand management programs that could be financed by the RTS charge and standby charge 
include Metropolitan's participation in providing financial incentives to local agencies for the 
construction and development of local resource programs and conservation projects.  
Investments in demand side management programs like conservation, water recycling and 
groundwater recovery reduce the need to provide additional imported water supplies and help 
defer the need for additional conveyance, distribution, and storage facilities.  A summary of the 
estimated benefits of the demand management programs (as measured by Metropolitan’s 
anticipated expenditures for these programs in fiscal year 2004/05) is shown in Table 1.   

Local Resources Program 

In 1998, Metropolitan’s Board adopted the Local Resources Program (LRP) with the goal of 
developing local water resources in a cost-efficient manner.  Financial incentives of up to 
$250 per acre-foot are provided to member agency-sponsored projects that best help the region 
achieve its local resource production goals of restoring degraded groundwater resources for 
potable use and developing recycled supplies.  In both instances, the programs provide new 
water supplies, which help defer the need for additional regional conveyance, distribution and 
storage facilities. 

Combined production from participating recycling and groundwater recovery projects is 
expected to yield approximately 169,000 acre-feet of water for fiscal year 2004/05 with financial 
incentive payments of about $31.8 million.  A regional recycling and recovered groundwater 
goal of 500,000 acre-feet per year has been set for the year 2020.  An estimate of potential 
benefits as measured by Metropolitan's estimated incentive payments for recycling and 
groundwater recovery projects is shown in Table 2.  

Water Conservation 

Metropolitan actively promotes water conservation programs within its service area as a cost-
effective strategy for ensuring the long-term reliability of supplies and as a means of reducing 
the need to expand system conveyance, distribution and treatment capacity.  Through the 
Conservation Credits Program, Metropolitan reimburses local agencies for a share of their costs 
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of implementing conservation projects.  Since fiscal year 1990/91, Metropolitan has spent over 
$151 million to support local conservation projects. 

In 1991, Metropolitan agreed to implement conservation "Best Management Practices" (BMPs).  
By signing the Memorandum of Understanding Regarding Urban Water Conservation in 
California, Metropolitan committed to implement proven and reliable water conserving 
technologies and educational programs for conservation within its jurisdiction.  Based on 
Metropolitan’s IRP, the Conservation Credits Program, in conjunction with plumbing codes and 
other conservation efforts, is expected to save over 500,000 acre-feet in fiscal year 2004/05.  By 
2020, it is assumed that conservation practices will save 880,000 acre-feet, reducing total water 
demand by about 15 percent.  Conservation is a critical element of Metropolitan's demand 
management program, effectively increasing the reliability of existing water supplies by 
lessening the need to import additional water while at the same time deferring the need to expand 
system capacity.  An estimate of the potential benefits of water conservation projects as 
measured by Metropolitan's incentive payments is given in Table 2.   

LONG-RANGE FINANCIAL PLANNING 

Metropolitan’s major capital facilities are financed largely from the proceeds of revenue bond 
issues, which are repaid over future years.  The principal source of revenue for repayment of 
these bonds is water sales, which is currently Metropolitan’s largest source of revenue.  In 
addition, ad valorem property taxes provide an additional limited revenue source, which is used 
to pay pre-1978 voter-approved indebtedness.    

Since the passage of Article XIIIA of the California Constitution, Metropolitan has necessarily 
relied more on water sales revenue than on ad valorem property taxes for the payment of debt.  
Water sales have become the dominant source of revenue, not only for operation and 
maintenance of the vast network of facilities supplying water to Southern California, but also for 
replacement and improvement of capital facilities. 

The increased reliance on highly variable water sales revenue increases the probability of 
substantial rate swings from year to year mainly resulting from changing weather patterns.  The 
use of water rates as a primary source of revenue has placed an increasing burden on ratepayers, 
which might more equitably be paid in part by assessments on land that in part derives its value 
from the availability of water.  In December 1993, Metropolitan’s Board approved a revenue 
structure that included additional charges to establish a commitment to Metropolitan’s capital 
improvement program and provide revenue stability.  This revenue structure included the RTS 
charge. 

Readiness-To-Serve Charge 

As noted above, Metropolitan levies the RTS charge on its member agencies to recover a portion 
of the debt service on bonds issued to finance capital facilities needed to meet existing demands 
on Metropolitan’s system.  The estimated potential benefits that could be paid by a RTS charge 
in fiscal year 2004/05 are about $259 million as shown in Table 1.  
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Although the RTS charge could be set to recover the entire potential benefit amount, the Chief 
Executive Officer is recommending that the RTS charge only recover a portion of the non-tax 
supported debt service that has been or will be issued to fund capital facilities.  For fiscal 
year 2004/05, this amount is estimated to be $80,000,000.  These funds, when combined with 
Metropolitan's overall financial resources, will result in greater water rate stability for all users 
throughout Metropolitan’s service area.  Consistent with a rate structure proposal approved by 
the Board in October of 2001, the RTS charge for fiscal year 2004/05 is allocated to each 
member agency on the basis of a ten-year rolling average of historic water purchases from 
Metropolitan ending June 30, 2003.  This average includes all deliveries used to meet firm 
demand (consumptive municipal industrial demands), including water transfers and exchanges.  
The estimated fiscal year 2004/05 RTS charge revenue from each member agency is shown in 
Table 4. 

Standby Charge Option 

Metropolitan's standby charge is authorized by the State Legislature and has been levied by 
Metropolitan since fiscal year 1992/93.  The standby charge recognizes that there are economic 
benefits to lands that have access to a water supply, whether or not such lands are using it.  
Utilization of the standby charge transfers some of the burden of maintaining Metropolitan’s 
capital infrastructure from water rates and ad valorem taxes to all the benefiting properties 
within the service area.  A fraction of the value of this benefit and of the cost of providing it can 
be effectively recovered, in part, through the imposition of a standby charge.  The projects to be 
supported in part by a standby charge are capital projects that provide both local and 
Metropolitan-wide benefit to current landowners as well as existing water users.  The estimated 
potential benefits system-wide are several times the amount to be recovered by means of the 
standby charge. 

Metropolitan will levy standby charges only within the service areas of the member agencies that 
request that the standby charge be utilized.  The standby charge for each acre or parcel of less 
than an acre will vary from member agency to member agency, as permitted under the legislation 
establishing Metropolitan’s standby charge.  The water standby charge for each member agency 
will be the same as that imposed by Metropolitan in fiscal year 1996/97 and is shown in Table 5. 

The proposed standby charge includes the re-imposition of water standby charges on: (1) parcels 
which water standby charges have been imposed in fiscal year 1996/97 and annually thereafter 
(“pre-1997 standby charges”) and (2) parcels annexed to Metropolitan and to an electing 
member agency after January 1997 (“annexation standby charges”).  Only land within member 
agencies which standby charges were imposed in fiscal year 1996/97 will be subject to the re-
imposition of pre-1997 standby charges for FY 2004/05.  Only land annexed to Metropolitan and 
to an electing member public agency with respect to which standby charges were approved in 
accordance with the procedures of Article XIIID, Section 4 of the California Constitution will be 
subject to the imposition or re-imposition, as applicable, of annexation standby charges for fiscal 
year 2004/05.  Table 6 includes a table of parcels subject to annexation standby charges, by 
county, including the proposed standby charge for each parcel annexed after June 1999. 
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All non-exempt parcels within the areas served by member agencies which utilized the standby 
charge to recover all or a portion of that agency’s RTS obligation, and which are not listed in 
Table 6 as being subject to annexation standby charges, shall be subject to pre-1997 standby 
charges.  A list of parcels subject to pre-1997 standby charges is on file with the Executive 
Secretary. 

The estimated potential benefits of Metropolitan's water supply program, which could be paid by 
a standby charge, is approximately $212 million for fiscal year 2004/05, as shown in Table 1.  
An average total standby charge of $50 per acre of land or per parcel of less than one acre would 
be necessary to pay for the total potential program benefits.  Benefits in this amount will accrue 
to each acre of property and parcel within Metropolitan, as these properties are eligible to use 
water from the Metropolitan system.  Because only properties located within Metropolitan’s 
boundaries may receive water supplies from Metropolitan (except for certain contractual 
deliveries as permitted under Section 131 of the Metropolitan Water District Act), any benefit 
received by the public at large or by properties outside of the proposed area to be annexed is 
merely incidental.   

Table 5 shows that the distribution of standby charge revenues from the various member 
agencies would provide net revenue flow of approximately $43 million for fiscal year 2004/05.  
This total amount is less than the estimated benefits shown in Table 1.  Metropolitan will use 
other revenue sources, such as water sales revenues, readiness-to-serve charge revenues (except 
to the extent collected through standby charges, as described above), interest income, and 
revenue from sales of hydroelectric power, to pay for the remaining program benefits.  Thus, the 
benefits of Metropolitan's investments in water conveyance, storage, distribution and supply 
programs far exceed the recommended standby charge. 

Equity 

The RTS charge is a firm revenue source.  The revenues to be collected through this charge will 
not vary with sales in the current year.  This charge is levied on Metropolitan’s member agencies 
and is not a fee or charge upon real property or upon persons as an incident of property 
ownership.  It ensures that agencies that only occasionally purchase water from Metropolitan but 
receive the reliability benefits of Metropolitan's system pay a greater share of the costs to 
provide that reliability.  Within member agencies that elect to pay the RTS charge through 
Metropolitan's standby charges, the standby charge results in lower water rates than would 
otherwise be necessary due to the amount of revenue collected from lands which benefit from the 
availability of Metropolitan's water supply.  With the standby charge, these properties are now 
contributing a more appropriate share of the cost of importing water to Southern California. 

Metropolitan's water supply program increases the availability and reliable delivery of water 
throughout Metropolitan's service area.  Increased water supplies benefit existing consumers and 
land uses through direct deliveries to consumers and properties, and through the replenishment 
of groundwater basins and reservoir storage as reserves against shortages due to droughts, 
natural emergencies, or scheduled facility shut-downs for maintenance.  The benefits of reliable 
water supplies from the SWP, CRA, DVL, and system improvements accrue to more than 250 
cities and communities within Metropolitan's six-county service area.  Metropolitan's regional 
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water system is interconnected, so water supplies from the SWP and DVL can be used 
interchangeably throughout most of the service area and therefore benefits water users and 
properties system-wide. 

Additional Metropolitan deliveries required in the coming fiscal year due to the demands of 
property development will be reduced by the implementation of demand management projects, 
including water conservation, water recycling, and groundwater recovery projects.  As with the 
SWP, DVL and the conveyance and distribution facilities, demand management programs 
increase the future reliability of water supplies.  In addition, demand management programs 
provide system-wide benefits by effectively decreasing the demand for imported water, which 
helps to defer construction of additional system conveyance and distribution capacity.  However, 
the abilities of each member agency to implement these projects under Metropolitan's financial 
assistance programs vary and are generally represented by the historic use of imported 
Metropolitan water. 

A major advantage of a firm revenue source, such as a RTS charge, is that it contributes to 
revenue stability during times of drought or low water sales.  It affords Metropolitan additional 
security, when borrowing funds, that a portion of the revenue stream will be unaffected by 
drought or by rainfall.  This security will help maintain Metropolitan's historically high credit 
rating, which results in lower interest expense to Metropolitan, and therefore, lower overall cost 
to the residents of its service area. 

SUMMARY 

The foregoing and the attached tables describe the current benefits provided by the projects 
listed as mainstays to the water supply system for Metropolitan's service area.  Benefits are 
provided to both water users and property owners.  The projects represented by this report 
provide both local benefits as well as benefits throughout the entire service area.  It is 
recommended, for fiscal year 2004/05, that the RTS charge be imposed with an option for local 
agencies to request that a standby charge be imposed on lands within Metropolitan's service area 
as a credit against such member agency's RTS, up to the standby charge per acre or parcel of less 
than one acre levied by Metropolitan within the applicable member agency for fiscal year 
2004/05.  The maximum standby charge would not exceed $15 per acre of land or per parcel of  
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less than one acre.  The benefits described in this Engineer's Report exceed the recommended 
charge.  A listing of all parcels in the service area and the proposed 2004/05 standby charge for 
each is available in the office of the Chief Financial Officer. 

Prepared Under the Supervision of:  Prepared Under the Supervision of: 
   

  
 

B. Anatole Falagan RCE 45669 
Assistant Group Manager 
Water Resources Management 

 Brian G. Thomas 
Chief Financial Officer 
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TABLE 1

ESTIMATED DISTRIBUTION OF BENEFITS OF WATER SUPPLY 
PAYABLE BY STANDBY CHARGE

Water Conveyance, Storage, Distribution and Supply Program

Estimated Potential 
Program Benefits for 

FY2004/05
Dollars Per Parcel of 1 

Acre or Less

Net Capital Payments to State Water Project (less portion paid by property taxes) 83,634,618                       $19.40

Non Tax Supported Debt Service Costs for System Storage 1 66,630,019                       15.46

Non Tax Supported Debt Service Costs for Conveyance and Distribution System 2 61,782,865                       14.33

          Sub-Total Capital Payments 212,047,502                     49.19

                    less Estimated Standby Charge Revenues (43,481,317)                      (10.09)
 

Remaining capital payments 168,566,184                     39.10

          Demand Management Programs: Water Recycling,
          Groundwater Recovery and Water Conservation Projects 46,766,854                       10.85

          Sub-Total Capital, Debt Service and Water Management Programs
          Costs not Paid by Standby Charge Revenues 215,333,038                     49.95

Total Benefits: Capital and Water Management Programs 258,814,356                     $60.03

Notes:
[1] System storage includes Diamond Valley Lake, Lake Mathews, Lake Skinner and several other smaller surface reservoirs which provide regulatory storage 
for operational purposes.

[2]  Conveyance and Distribution facilities include the Colorado River Aqueduct and the pipelines, laterals, feeders and canals that distribute water throughout 
the service area.
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FY 2004/05
                             Project Name Payment

Water Recycling Projects $21,729,494
Alamitos Barrier Reclaimed Water Project
Burbank Reclaimed Water System Expansion Project
Calabasas Reclaimed Water System Extension Project
Capistrano Valley Non-Domestic Water System Expansion
Carbon Canyon Reclamation Project
Century Reclamation Program
Cerritos Reclaimed Water Extension Project
Conejo Creek Diversion Project
Non-Domestic Water System Expansion in Ladera Ranch and Talega Valley 
Dry Weather Runoff Reclamation Facility
Eastern Reach 1, Phase II Water Reclamation Project
Eastern Regional Reclaimed Water System
Encina Basin Water Reclamation Program - Phase 2
Encina Basin Water Reclamation Project Phase I
Encina Water Pollution Control Reclamation Project
Escondido Regional Reclaimed Water Project
Fallbrook Public Utility District Water Reclamation Project
Glendale Brand Park Reclaimed Water Project
Glendale Verdugo-Scholl Reclaimed Water Project
Glendale Water Reclamation Expansion Project
Green Acres Reclamation Project

Harbor Water Recycling Project
Irvine Reclamation Project
Lakewood Water Reclamation Project
Las Virgenes Reclamation Project
Long Beach Reclaimed Water Master Plan Phase I
Long Beach Reclamation Project
Los Angeles Greenbelt Project
Moulton Niguel Phase 4 Reclamation System Expansion
Moulton Niguel Water Reclamation Project
North City Water Reclamation Project
Oak Park/North Ranch Reclaimed Water Dist. System
Oceanside Water Reclamation Project
Olivenhain Recycled Project - Southeast Quadrant
Otay Recycled Water Distribution Expansion Project
Otay Water Reclamation Project Phase I

TABLE 2

WATER RECYCLING, GROUNDWATER RECOVERY
AND CONSERVATION PROJECTS
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TABLE 2 (Continued)

WATER RECYCLING, GROUNDWATER RECOVERY
AND CONSERVATION PROJECTS

FY 2003/04
                             Project Name Payment

Water Recycling Projects (continued)
Padre Dam MWD Reclaimed Water System Phase I
Rancho California Reclamation Expansion Project
Rancho Santa Fe Reclaimed Water System
Rincon del Diablo Recycled Water Program
Rio Hondo Water Reclamation Program
San Clemente Water Reclamation Project
San Elijo Water Reclamation System
San Pasqual Water Reclamation Project
Santa Margarita Water Reclamation Project
Santa Maria Water Reclamation Project
Sepulveda Basin Water Reclamation Project
Shadowridge Water Reclamation Project
South Laguna Reclamation Expansion Project
South Laguna Reclamation Project
Trabuco Canyon Reclamation Expansion Project
Walnut Valley Water Reclamation Expansion Project
West Basin Water Reclamation Program

Groundwater Recovery Projects $10,037,360
Arlington Desalter 
Beverly Hills Desalter
Burbank Lake St. GAC Treatment
Capistrano Beach Desalter
Chino Basin Desalter Phase I 
Colored Water Treatment Facility
Glenwood Nitrate Water Reclamation Project
Irvine Desalter Project
Juan Well Filter Facility
Lower Sweetwater Desalter Phase I
Madrona Desalination Facility Project
Menifee Basin Desalter Project
Oceanside Desalter Project Phase I
Oceanside Desalter Project Phase II
Rowland Desalter
San Juan Basin Desalter 
Santa Monica Groundwater Treatment Plant
Sepulveda Desalination Facility
Temescal Basin Desalting Facility
Tustin Desalter Project
West Basin Desalter Project
Westlake Wells - Tapia WRF Intertie Project
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TABLE 2 (Continued)

WATER RECYCLING, GROUNDWATER RECOVERY
AND CONSERVATION PROJECTS

FY 2003/04
                             Project Name Payment

Conservation Projects $15,000,000
Commercial and Industrial Water Evaluations and Retrofits
High Efficiency Clothes Washers
Indoor and Outdoor Residential Water Audits
Landscape Education Programs
Landscape Water Conservation
Pilot Projects for "Potential" Best Management Practices
Showerhead Retrofits
Ultra-low-flush Toilet Retrofits
Water and Energy Conservation Partnership

Total $46,766,854
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Table 3

CONVEYANCE AND DISTRIBUTION SYSTEM BENEFITS

Description

Conveyance and Aqueduct Facilities
2.4 KV STANDBY GENERATORS REPLACEMENT
230 KV & 69 KV OIL CIRCUIT BREAKERS REPLACEMENT
230 KV & 69 KV OIL CIRCUIT BREAKERS REPLACEMENT (NON FUNDED)
AIR COMPRESSOR REPLACEMENT
ARROWHEAD EAST TUNNEL CONSTRUCTION
ARROWHEAD TUNNELS CONSTRUCTION
ARROWHEAD TUNNELS ENGINEERING
ARROWHEAD TUNNELS RE-DESIGN
ARROWHEAD WEST TUNNEL CONSTRUCTION
BANK TRANSFORMERS REPLACEMENT
CABAZON RADIAL GATE FACILITY IMPROVEMENTS
CATHODIC PROTECTION STUDY, DESIGN AND CONSTRUCTION
CONTINGENCY
COPPER BASIN POWER & PHONE LINES REPLACEMENT
COST OF LAND AND RIGHT OF WAY
CRA - CIRCULATING WATER PUMP MOTOR STARTER REPLACEMENT
CRA - CIRCULATING WATER STRAINER REPLACEMENT
CRA - CONVEYANCE RELIABILITY PROGRAM - CONTINGENCY
CRA - DISCHARGE CONTAINMENT PROGRAM - GENE & IRON DRAIN SYSTEMS
CRA - DISCHARGE CONTAINMENT PROGRAM - INVESTIGATION
CRA - ELECTRICAL/ POWER SYST REL. PROG. - ALL PUMP. PLTS - REPLACE 230KV , 69 KV & 6.9 KV LIGHTENING ARRESTERS
CRA - ELECTRICAL/ POWER SYST REL. PROG. - ALL PUMP. PLTS - REPLACE 230KV TRANSF. PROTECTION
CRA - ELECTRICAL/ POWER SYST REL. PROG. - ALL PUMP. PLTS - REPLACE 6.9 KV TRANSF. BUSHINGS
CRA - ELECTRICAL/ POWER SYST REL. PROG. - CONTINGENCY & OTHER CREDITS
CRA - ELECTRICAL/ POWER SYST REL. PROG. - IRON MTN - 230KV BREAKER SWITC. INST.
CRA - MAIN PUMP MOTOR EXCITERS
CRA AUXILIARY WATER PUMP REPLACEMENT
CRA AUXILIARY WATER SYSTEM REPAIRS
CRA AUXILIARY WATER SYSTEM REPAIRS - NON FUNDED PORTION
CRA CONVEYANCE RELIABILITY PROGRAM PART 1 & PART 2
CRA ELECTRICAL / POWER SYSTEM RELIABILITY PROGRAM
CRA MAIN PUMP STUDY
CRA PUMPING WELL CONVERSION
DESERT FACILITIES FIRE PROTECTION SYSTEMS UPGRADE
DESERT PUMP PLANT OIL CONTAINMENT
DESERT ROADWAY IMPROVEMENT
DESERT SEPTIC SYSTEM
DESERT WATER TANK ACCESS - FIRE WATER, CIRCULATING WATER, DOMESTIC WATER
DISCHARGE LINE ISOLATION BULKHEAD COUPLINGS
EAGLE KITCHEN UPGRADE
ENVIRONMENTAL MITIGATION
GENE FACILITY - HEAVY EQUIPMENT SERVICE PIT
GENE OFFICE BASEMENT REINFORCEMENT
GROUNDWATER MONITORING
HIGHLAND PIPELINE CONSTRUCTION
HIGHLAND PIPELINE DESIGN
INTAKE PUMPING PLANT INSTRUMENTATION REPLACEMENT & AUTOMATION
INTAKE PUMPING PLANT INSTRUMENTATION REPLACEMENT & AUTOMATION (4 PLANTS)
MENTONE PIPELINE CONSTRUCTION
MENTONE PIPELINE DESIGN
MENTONE PIPELINE RUSD CONSTRUCTION
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Table 3 (continued)

CONVEYANCE AND DISTRIBUTION SYSTEM BENEFITS

Description

Conveyance and Aqueduct Facilities (continued)
OWNER CONTROLLED INSURANCE PROGRAM
PEDDLER SUBSTATION REPLACEMENT
PROJECT MANAGEMENT SUPPORT
PURCHASE OF LAND AND RIGHT OF WAY
REVERSE OSMOSIS PLANT
RIVERSIDE BADLANDS TUNNEL CONSTRUCTION
RIVERSIDE NORTH PIPELINE DESIGN
RIVERSIDE NORTH PIPELINE DESIGN & CONSTRUCTION
RIVERSIDE SOUTH PIPELINE CONSTRUCTION
RUSD CLAIMS DEFENSE
STUDIES
SUCTION & DISCHARGE LINES EXPANSION JOINT REPAIRS
TOTAL NEW PROJECTS
TRANSFORMER OIL & CHEMICAL UNLOADING PAD CONTAINMENT
WHITEWATER SIPHON PROTECTION STRUCTURE
   Sub-Total Conveyance and Aqueduct Facilities Benefits 32,249,393$                        
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Table 3 (continued)

CONVEYANCE AND DISTRIBUTION SYSTEM BENEFITS

Description

Distribution Facilities
ACCUSONIC FLOW METER UPGRADE
ALAMEDA CORRIDOR PIPELINE
ALL FACILITIES INSPECTION AND REPLACEMENT OF CRITICAL VACUUM VALVES
ALLEN MCCOLLOCH PIPELINE INTERCONNECTIONS
ALLEN MCCOLLOCH PIPELINE LOCAL CONTROL MODIFICATIONS
ALLEN MCCOLLOCH PIPELINE REPAIR
ALLEN MCCOLLOCH PIPELINE STRUCTURE - PRECSTA
AMP - RIGHT OF WAY
AMP -CARBON FIBER LINING REPAIR
AMP -SERVICE CONNECTIONS UPGRADES
AMP -STATION 276+63
AMP -SURGE SUPRESSION SYSTEM AT OC88A
AMP -VALVE ACTUATOR REPLACEMENTS
AMR - RTU UPGRADE PHASE 2
ANODE WELL REPLACEMENT FOR OC AND RIALTO FEEDERS
ASSESS THE CONDITIONS OF MET'S
AUTOMATIC METER READING SYSTEM UPGRADE
BAR 97- ENHANCED AREA VEHUCLE TESTING
BOX SPRINGS FEEDER REPAIR
CASA LOMA AND SAN DIEGO CANAL LINING STUDY - PART 2
CATHODIC PROTECTION SYSTEM UPGRADES
CENTRAL POOL AUGMENTATION AND WATER QUALITY
CENTRAL POOL AUGMENTATION AND WATER QUALITY
CENTRAL POOL AUGMENTATION TUNNEL & PIPELINE
CNTRCT & LITIGATION TASKS -CONTRACT # 1396
COMMUNICATIONS STRUCTURE ALARM MONITORING
CONTROL SYSTEM DATA STORAGE AND REPORTING
CONTROLS COMMUNICATIONS FRAME RELAY CONVERSION
CORROSION MATERIALS TESTING FACILITY SCADA UPGRADE
COVINA PRESSURECONTROL FACILITY
CPA & WATER QUALITY - RIGHT-OF-WAY-ACQUISITION
CPA PIPELINE & TUNNEL ALIGNMENT - STUDY
CPA PROGRAM CONTINGENCY
CRA CABAZON & POTRERO SHAFT COVERS
CRA CONTROL INTEGRATION
CSEP IMPLEMENTATION
DESERT BRANCH PUMP PLANT AUXILIARY (STATION SERVICE)
DIEMER AREA & PLANT - REPLACEMENT OF
DIEMER F. P. - AIR COMPLRESSORS REPLACEMENT
DIEMER F.P. - NORTH STORM DRAIN REPLACEMENT
DISCHARGE ELIMINATION
DIST. SYSTEM - WEYMOUTH
DISTRIBUTION SYSTEM - REPLACE
DISTRIBUTION SYSTEM - REPLACEMENT
DISTRIBUTION SYSTEM - SKINNER AREA
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Table 3 (continued)

CONVEYANCE AND DISTRIBUTION SYSTEM BENEFITS

Description

Distribution Facilities (continued)
DISTRIBUTION SYSTEM EQUIPMENT & INSTRUMENTATION UPGRADES
DISTRIBUTION SYSTEM, STATIONARY CORROSION REFERENCE
EAGLE ROCK TOWER SLIDEGATE REHABILITATION
EAST OC FEEDER #2 REPAIR
ENHANCED DISTRIBUTION SYSTEM AUTOMATION PHASE I
ENHANCED DISTRIBUTION SYSTEM CONTROL PROJECT
ENTRAINED AIR IN UPPER FEEDER PIPELINE STUDY
ETIWANDA HEP NEEDLE VALVE OPERATORS
ETIWANDA/RIALTO PPLN INTERTIE CATHODIC PROTECTION
F.E. WEYMOUNTH PLANT - LAND AQUISITION
FLOWMETER MODIFICATION - LK SKINNER INLET, EDIWANDA EFFLUENT & WADSWORTH CROSS CHANNEL
FOOTHILL HYDROELECTRIC RUNNER REPLACEMENT
FUTURE SYSTEM RELIABILITY PROGRAM
GARVEY RESERVOIR - LOWER ACCESS PAVING RD & DRAINS
GARVEY RESERVOIR HYPOCLORITE FEED SYSTEM
GENE SPARTE PARTS WAREHOUSE IMPROVEMENTS
GREG AVENUE CONTROL STRUCTURE VALVE REPLACEMENT
IRON MOUNTAIN - TRANSFORMER OIL TANK RELOCATION
JENSEN DIST SYS-CONTRACT # 1396
JENSEN F.P. - AUTOMATION OF EXISTING WASHWATER/SLUDGE PROCESSING
JENSEN F.P. TRAVELING BRIDGE RETROFIT MODULE 2 & 3
LA VERNE FAC. - ENERGY CONSERVATION ECM1 - 10
LAKE MATHEWS DIVERSION TUNNEL WALKWAY REPAIR
MILLS F.P. - CONSTRUCUT V DITCH
MILLS FILTRATIONPLANT REPLACEMENT
MWD ROAD GUARDRAIL
OC FEEDER STA 1920+78 BLOWOFF STRUCTURE & RIP-RAP REPAIRS
ODP CONTROL SYSTEM REPLACEMENT
OPERATIONS CNTRL CNTR-CONTRACT #1396
PALOS ALTOS FEEDER - 108TH ST.
PALOS VERDES FDR
PLACENTIA RAILROAD LOWERING PROJECT
PLANT INFLUENT REDUNDANT FLOW METERING AND SPLITTING
PLC STANDARDIZATION
POWER MANAGEMENT SYSTEM
PRESTRESSED CONCRETE CYLINDER PIPE -PHASE 2
PUDDINGSTONE SPILLWAY CROSS CONNECTION
REAL TIME OPERATIONS MODELING
REPALCE 2 FIRE & DOMESTIC WATER SYSTEM
REPLACE COMMUNICATION LINE TO THE SAN GABRIEL CONTROL TOWER
ROBERT B. DIEMER F.P. / LAND AQUISITION
SAN DIEGO 6 PROGRAM - APPROPRIATED
SAN DIEGO 6 PROGRAM - NON APPROPRIATED
SAN DIEGO CANAL - PART I
SAN DIEGO CANAL - PIEZOMETER
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Table 3 (continued)

CONVEYANCE AND DISTRIBUTION SYSTEM BENEFITS

Description

Distribution Facilities (continued)
SAN DIEGO CANAL INSTALL ACUSTIC METERS
SAN DIEGO CANAL SEEPAGE STUDY
SAN DIEGO PIPELINE NO. 3 BYPASS
SAN JOAQUIN RELIEF STRUCTURE FOR EASTR OC FDR #2
SANTA MONICA FEEDER RELOCATION
SANTIAGO LATERAL REPLACE MOTOR-OPERATED VALVE
SCADA SYSTEM HARDWARE UPGRADE
SCADA SYSTEM NT SOFTWARE UPGRADE
SCADA SYSTEM SUPPORT PROGRAMS
SD CANAL REPLACE SODIUM BISULFITE TANK
SEPULVEDA TANKS RECOATING
SKINEER FILTRATION PLANT - REPLACE AIR COMPRESSOR
SKINNER BRANCH - CASA LOMA SIPHON BARREL ONE
SKINNER BRANCH - CATWALK FOR TRAVELING MAINTENANCE BRIDGE FOR
SKINNER BRANCH - REPAIR MODULE 1 AND 2 FLOCCULATORS BRIDGES
SKINNER DIST SYS-CONTRACT # 1396
SKINNER F. P. SAMPLE LINE FOR INFLUENT CONDUIT # 2
SKINNER F.P. - EFFLUENT WATER QUALITY BLDG
SKINNER F.P. CHLORINE MASS FLOW METERS
SKINNER FILTRATION PLANT REPLACE
SOFTWARE DEVELOPMENT COST
UNDERGROUND STORAGE TANK - REGION 1
UNDERGROUND STORAGE TANK - REGION 2, 3 AND 4
UPPER FEEDER - SANTA ANA RIVER BRIDGE REPAIRS
UST DISPENSER SPILL CONTAINMENT & REMEDIATION
VIDEO CONFERENCE SYSTEM
WATER DELIVERY SYSTEM AUTOMATION
WATER QUALITY - REMOTE MONITORING
WEST VALLEY FEEDER NO. 1 ACCESS ROADS AND STRUCTURES IMPROVEMENTS
WEST VALLEY FEEDER NO. 1 VALVE STRUCTURE MODIFICATIONS
WEST VALLEY FEEDERS INTERTIE
WEST VALLEY IMPROVEMENT PROGRAM - PHASE 2 & 3
WEYM DIST-CONTRACT #1396
WEYMOUNTH FILTER PLANT REPLACEMENT
WEYMOUTH F. P. REPAIR TO BLDG # 1
WEYMOUTH F.P. - DOMESTIC WATER PUMP UPGRADE
WEYMOUTH F.P. CHLORINE ANALYZER REPLACEMENT
WEYMOUTH FILTRATION PLANT EFFLUENT CHLORINE INJECTION
WILLOWGLEN RTUS ADMINISTRATION
YORBA LINDA FDR STA 924+11 PORTAL ACCESS
YORBA LINDA FEEDER BYPASS

   Sub-Total Distribution Facilities Benefits 29,533,472$                        

   Total Conveyance and Distribution Facilities Benefits 61,782,865$                        
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TABLE 4

FISCAL YEAR 2004/05
ESTIMATED READINESS-TO-SERVE CHARGE REVENUE

Member Agency Amount

Anaheim 881,236$              
Beverly Hills 674,859                
Burbank 699,650                
Calleguas MWD 4,888,722             
Central Basin MWD 3,251,094             
Compton 195,981                
Eastern MWD 3,057,565             
Foothill MWD 481,587                
Fullerton 383,706                
Glendale 1,364,431             
Inland Empire Utilities Agency 2,315,024             
Las Virgenes MWD 1,011,854             
Long Beach 1,914,106             
Los Angeles 9,946,480             
Municipal Water District of Orange County 10,882,593           
Pasadena 865,867                
San Diego County Water Authority 21,425,332           
San Fernando 3,481                    
San Marino 57,699                  
Santa Ana 593,571                
Santa Monica 481,638                
Three Valleys MWD 3,251,655             
Torrance 1,086,823             
Upper San Gabriel Valley MWD 490,406                
West Basin MWD 7,429,135             
Western MWD 2,365,506             
Total 80,000,000$         
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TABLE 5

FISCAL YEAR 2004/05
ESTIMATED STANDBY CHARGE REVENUE

Total Number Gross
Parcel Of Parcels Revenues

Member Agencies Charge Or Acres (Dollars) 1

Anaheim 8.55$                 68,248            583,517$                   
Beverly Hills
Burbank 14.20                 28,122            399,332                     
Calleguas MWD 9.58                   256,073          2,453,178                  
Central Basin MWD 10.44                 338,469          3,533,614                  
Compton 8.92                   17,991            160,478                     
Eastern MWD 6.94                   387,711          2,690,716                  
Foothill MWD 10.28                 29,986            308,254                     
Fullerton 10.71                 33,962            363,737                     
Glendale 12.23                 44,172            540,223                     
Inland Empire Utilities Agency 7.59                   229,922          1,745,108                  
Las Virgenes MWD 8.03                   60,850            488,626                     
Long Beach 12.16                 88,525            1,076,459                  
Los Angeles
Municipal Water District of Orange County 2 10.09                 706,985          7,264,771                  
Pasadena 11.73                 36,743            430,996                     
San Diego County Water Authority 11.51                 1,071,111       12,328,492                
San Fernando 7.87                   5,125              40,330                       
San Marino 8.24                   4,938              40,685                       
Santa Ana 7.88                   53,711            423,241                     
Santa Monica
Three Valleys MWD 12.21                 150,027          1,831,826                  
Torrance 12.23                 38,930            476,114                     
Upper San Gabriel Valley MWD 9.27                   209,292          1,940,132                  
West Basin MWD
Western MWD 9.23                   363,253          3,352,825                  
MWD Total 4,311,100       43,481,317$              

[1] Estimates per FY2003 actual receipts
[2] Gross Revenues adjusted for inclusion of Coastal MWD
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Annexation Parcel Number Acres
Proposed Standby Charge       

(FY 04-05)

Riverside County:
Portions of the 41st Fringe 906-130-064 26.66 246.07$                                          

906-130-065 15.11 139.47                                           
949-600-020 5.81 53.63                                             

45th Fringe 282-220-008 7 64.61                                             
282-280-001 0.37 9.23                                               

46th Fringe 282-220-004 11 101.53                                           
282-220-005 629 5,805.67                                         
282-170-004 40 369.20                                           
232-170-005 40 369.20                                           

66th Fringe 911-060-010 5.6 38.86                                             
911-060-011 33.09 229.65                                           
911-080-001 0.75 6.94                                               
911-080-002 0.25 6.94                                               
911-080-003 1.75 12.15                                             
911-080-004 0.25 6.94                                               
911-080-005 2.25 15.62                                             
911-080-006 1.25 8.68                                               
911-080-007 0.25 6.94                                               
911-080-008 0.25 6.94                                               
911-080-009 12.24 84.95                                             
911-090-001 3.25 22.56                                             
911-090-002 0.5 6.94                                               
911-090-003 0.63 6.94                                               
911-090-004 1.25 8.68                                               
911-090-005 1.25 8.68                                               
911-090-006 0.25 6.94                                               
911-090-007 9.87 68.50                                             
911-090-008 1 6.94                                               
911-090-009 0.5 6.94                                               
911-090-010 0.5 6.94                                               
911-090-011 1 6.94                                               
911-190-006 0.06 6.94                                               
911-190-007 0.12 6.94                                               
911-190-009 0.22 6.94                                               
911-190-010 0.03 6.94                                               
911-190-011 0.15 6.94                                               
911-190-012 0.03 6.94                                               
911-190-013 0.22 6.94                                               
911-190-014 0.17 6.94                                               
911-190-015 0.17 6.94                                               

Table 6
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Annexation Parcel Number Acres (FY 04-05)

911-190-018 0.21 6.94$                                             
911-190-019 0.18 6.94                                               
911-190-021 0.22 6.94                                               
911-190-022 1.06 7.36                                               
911-720-009 2.08 14.44                                             
911-720-010 30 208.20                                           
911-720-011 1.25 8.68                                               
911-720-012 0.63 6.94                                               
911-720-013 0.62 6.94                                               
911-720-014 7.5 52.05                                             
911-720-015 23.63 163.99                                           

71nd Fringe 909-060-043 32.44 225.13                                           
72nd Fringe 910-020-020 25.42 176.42                                           
73rd Fringe 910-230-006 15.13 105.00                                           
74th Fringe 909-060-048 6.91 47.96                                             

Ventura County:
Calleguas 79 183-0-150-180 46.65 446.91                                           
Calleguas 80 132-0-020-160 66.4                                            636.12 

133-0-010-015 35.23                                            337.51 
133-0-010-115 5.8                                              55.57 
133-0-010-190 0.46                                                9.58 
133-0-010-475 2.25                                              21.56 
133-0-010-495 1.03                                                9.87 
133-0-010-575 149.16                                         1,428.96 
133-0-010-595 23.44                                            224.56 
133-0-010-605 128.61                                         1,232.09 
133-0-010-615 14.98                                            143.51 
133-0-010-630 1.89                                              18.11 

Calleguas 81 181-0-191-290 2.96 28.26                                             
Calleguas 82 183-0-090-455 5.06 48.47                                             

Table 6 (continued)



March 9, 2004 Board Meeting                     9-1            Attachment 3, Page 1 of 5 
 
 
 

THE METROPOLITAN WATER DISTRICT 
OF SOUTHERN CALIFORNIA 

RESOLUTION ____ 

        

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

SOUTHERN CALIFORNIA 
FIXING AND ADOPTING 
A CAPACITY CHARGE  

FOR FISCAL YEAR 2004/05 

        

 

  WHEREAS, the Board of Directors (“Board”) of The Metropolitan Water District of 
Southern California (“Metropolitan”), pursuant to Sections 133, 134 and 134.5 of the Metropolitan 
Water District Act (the “Act”), is authorized to fix such rate or rates for water as will result in revenue 
which, together with revenue from any water standby or availability of service charge or assessment, 
will pay the operating expenses of Metropolitan, provide for repairs and maintenance, provide for 
payment of the purchase price or other charges for property or services or other rights acquired by 
Metropolitan, and provide for the payment of the interest and principal of its bonded debt; and 

WHEREAS, at its meeting on October 16, 2001, the Board approved a rate structure 
proposal described in Board Letter 9-6 dated October 16, 2001, including a capacity reservation charge 
and peaking surcharge; and 

WHEREAS, providing firm revenue sources is a goal of such rate structure; and 

WHEREAS, at its meeting on March 12, 2002, the Board imposed a capacity reservation 
charge and peaking surcharge effective January 1, 2003; and 

WHEREAS, the capacity reservation charge was a fixed fee imposed (on a dollar per 
cubic-foot-per-second basis) on member agencies on the amount of capacity reserved by such member 
agency, and the peaking surcharge was imposed on a dollar per cubic-foot-per-second basis on member 
agencies for water demands in excess of the capacity reserved by such member agency; and 

WHEREAS, recognizing a request made by member agencies to simplify the 
administration of the capacity reservation charge and peaking surcharge and allocate costs for peak 
capacity based on actual historic use of capacity rather than a prospective estimate of capacity requested 
by the member agencies, on March 11, 2003, the Board determined to modify the capacity reservation 
charge and peaking surcharge and adopt the capacity charge, beginning January 1, 2004; and 
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  WHEREAS, the capacity charge is a fixed fee imposed (on a dollar per cubic-foot-per-
second basis) on member agencies on the amount of capacity used by such member agency and is 
designed to recover the cost of providing peaking capacity within the distribution system; and 
 
  WHEREAS, on January 12, 2004, the Chief Executive Officer presented to the Budget, 
Finance and Investment Committee his determination of total revenues and of revenues to be derived 
from water sales and firm revenue sources required during the fiscal year beginning in FY 2004/05, and 
a detailed report describing each of the rates and charges and the supporting cost of service process, 
dated December 2003 (the “Report”), that (i) describes the rate structure process and design, (ii) shows 
the costs of major service functions that Metropolitan provides to its member agencies, (iii) classifies 
these service functions costs based on the use of the Metropolitan system to create a logical nexus 
between the revenues required from each of  the rates and charges, and (iv) sets forth the rates and 
charges necessary to defray such costs; and  
 
  WHEREAS, on January 12, 2004, the Chief Executive Officer presented to the Budget, 
Finance and Investment Committee his recommendation for rates and charges to be imposed and 
determination of total revenues to be derived from water sales and firm revenue sources required during 
the fiscal year beginning in FY 2004/05; and 

WHEREAS, by Resolution 8888, adopted at its meeting held January 13, 2004, 
Metropolitan’s Board resolved and determined that Metropolitan should develop firm net revenues, 
exclusive of ad valorem property taxes, through imposition of a capacity charge, as described in 
Resolution 8888, to be imposed on Metropolitan’s member public agencies; and 

WHEREAS, the Budget, Finance and Investment Committee of the Board conducted a 
public hearing at its regular meeting on February 9, 2004, at which interested parties were given the 
opportunity to present their views regarding the proposed capacity reservation charge and peaking 
surcharge; and 

WHEREAS, notice of the proposed capacity charge and of a public hearing on the date 
and at the time and location specified in Resolution 8888 was published prior to the hearing in various 
newspapers of general circulation within Metropolitan’s service area; and 
 

WHEREAS, each of the meetings of the Board were conducted in accordance with the 
Brown Act (commencing at Section 54950 of the Government Code), for which due notice was provided 
and at which quorums were present and acting throughout; and 

WHEREAS, the amount of revenue to be raised by the capacity charge shall be as 
determined by the Board and allocation of such charges among member public agencies shall be in 
accordance with the method established by the Board; and 

WHEREAS, the capacity charge is a charge imposed by Metropolitan upon its member 
agencies, and is not a fee or charge imposed upon real property or upon persons as an incident of 
property ownership; and 
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WHEREAS, Metropolitan has legal authority to impose the capacity charge as a water 
rate pursuant to Sections 133 and 134 of the Metropolitan Water District Act (the “Act”); and  

WHEREAS, under authority of Sections 133 and 134 of the Act, the Board has the 
authority to fix the rate or rates for water as will result in revenue which, together with other revenues, 
will pay Metropolitan’s operating expenses and provide for the payment of other costs, including 
payment of the interest and principal of Metropolitan’s non-tax funded debt; and 

WHEREAS, the capacity charge is intended to recover the debt service and other 
appropriately allocated costs to construct operate and maintain projects needed to meet peak demands on 
Metropolitan’s distribution system, as shown in the Report; and 

WHEREAS, in the alternative, Metropolitan has legal authority to impose the capacity  
charge as a capital facilities fee pursuant to Section 54999.2 of the Government Code and availability of 
service charge pursuant to Section 134.5 of the Act; and  

WHEREAS, under Section 134.5 of the Metropolitan Water District Act, an availability 
of service charge may be collected from the member public agencies within Metropolitan;  

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 the Board of Directors of Metropolitan hereby fixes and adopts a 
capacity charge, as described below, to be effective January 1, 2005.   

Section 2.  That the capacity charge shall be in an amount sufficient to provide for 
payment of the capital financing costs not paid from ad valorem property taxes, as well as operations, 
maintenance and overhead costs incurred to provide peaking capacity within Metropolitan’s distribution 
system.  

Section 3.  That such capacity charge effective January 1, 2005 shall be a water rate of 
$6,800 per cubic-feet-per-second (set in dollars per cubic-feet-per-second of the peak day capacity) for 
the maximum summer day demand placed on the system between May 1 and September 30 for the three 
calendar-year period ending December 31, 2003.   

Section 4.  That this Board finds that the proposed capacity charge shall be a capital 
facility fee for the purpose of financing construction costs of public utility facilities furnished by 
Metropolitan, and does not exceed the proportionate share of the cost of the public utility facilities of 
benefit to each person or property being charged, based upon the proportionate share of use of those 
facilities. 

Section 5.  That in the alternative, and without duplication, the capacity charge shall be 
an availability of service charge pursuant to Section 134.5 of the Act. 

Section 6.  That this Board finds and determines that the capacity charge is a reasonable 
fee for use of capacity of Metropolitan’s distribution system. 
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Section 7.  That the capacity charge shall be a fixed charge as shown in the following 
table and collected from each member agency monthly, quarterly or semiannually as agreed to by 
Metropolitan and the member agency.   

Table 1

AGENCY 2001 2002 2003 3-Year Peak

Calendar Year 2005 
Capacity Charge 

($6,800/cfs)
Anaheim 56.5 54.3 43.7 56.5 384,200$                   
Beverly Hills 32.3 30.1 29.6 32.3 219,640                    
Burbank 36.6 38.2 41.1 41.1 279,480                    
Calleguas 240.9 258.5 262.6 262.6 1,785,680                 
Central Basin 122.1 119.2 133.4 133.4 907,120                    
Compton 7.6 9.6 11.7 11.7 79,560                      
Eastern 186.6 204.3 219.0 219.0 1,489,200                 
Foothill 23.8 21.7 26.0 26.0 176,800                    
Fullerton 24.2 27.6 24.8 27.6 187,680                    
Glendale 58.6 56.3 60.0 60.0 408,000                    
Inland Empire 171.8 155.3 182.9 182.9 1,243,720                 
Las Virgenes 35.8 43.5 36.9 43.5 295,800                    
Long Beach 60.6 51.7 86.6 86.6 588,880                    
Los Angeles 404.9 645.0 671.1 671.1 4,563,480                 
MWDOC 452.7 479.2 520.0 520.0 3,536,000                 
Pasadena 43.2 75.5 57.1 75.5 513,400                    
San Diego 1 1084.6 1241.4 1240.6 1296.0 8,812,800                 
San Fernando 0.1 0.0 0.0 0.1 680                          
San Marino 2.7 6.8 6.5 6.8 46,240                      
Santa Ana 24.8 39.6 28.8 39.6 269,280                    
Santa Monica 23.9 28.5 36.9 36.9 250,920                    
Three Valleys 188.3 203.8 211.0 211.0 1,434,800                 
Torrance 44.4 38.8 43.4 44.4 301,920                    
Upper San Gabriel 32.5 45.3 70.9 70.9 482,120                    
West Basin 248.3 256.0 260.5 260.5 1,771,400                 
Western 246.1 262.6 251.5 262.6 1,785,680                 

Total 3,854         4,393        4,557       4,679          31,814,480$              

(1) San Diego capacity set at 1,296 cfs per surface storage operating agreement terms

Peak Day Demand (cfs)
(May 1 through September 30)

Calendar Year

Calendar Year 2005 Capacity Charge

 

Section 8.  That the capacity charge for each member public agency, the method of its 
calculation, cost allocations and other data used in its determination are as specified in the Report, 
which is on file and available for review by interested parties at Metropolitan’s headquarters. 
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Section 9.  That the Chief Executive Officer and the General Counsel are hereby 
authorized to do all things necessary and desirable to accomplish the purposes of this Resolution, 
including, without limitation, the commencement or defense of litigation. 

 
Section 10.  That this Board finds that the proposed capacity charge is not defined as a 

Project from the provisions of the California Environmental Quality Act (“CEQA”) since it involves 
continuing administrative activities, such as general policy and procedure making (Section 15378(b)(2) 
of the State CEQA Guidelines).  In addition, the proposed action is not subject to CEQA because it 
involves the creation of government funding mechanisms or other government fiscal activities, which do 
not involve any commitment to any specific project which may result in a potentially significant 
physical impact on the environment (Section 15378(b)(4) of the State CEQA Guidelines). 

Section 11.  That the Executive Secretary is hereby directed to transmit a certified copy 
of this Resolution to the presiding officer of the governing body of each member public agency. 

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 March 9, 2004. 

           
    Executive Secretary 
    The Metropolitan Water District 
    of Southern California  
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