
 

• Board of Directors 
Budget, Finance and Investment Committee 

April 13, 2004 Board Meeting 

9-2 
Subject 
Adopt Third Supplemental Resolution to Resolution 8386 relating to the issuance of Waterworks General 
Obligation Refunding Bonds; and authorize (1) an increase of $1.175 million to Approp. 15409 to pay the costs 
associated with the sale of water revenue bonds and interest rate swaps; and (2) Approp. 15418 in the amount of 
$240,000 to pay the costs of issuance of Waterworks General Obligation Bonds through December 31, 2004 

Description 
Metropolitan has been able to take advantage of historically low interest rates to refinance certain outstanding 
water revenue bonds.  Over the past two months, Metropolitan issued $437 million of revenue refunding bonds, 
lowering debt service by about $2 million per year through 2016, and by $23 million on a net present value basis.  
These savings are net of all costs of issuance.  These favorable market conditions also present opportunities to 
refinance outstanding general obligation bonds to reduce future debt service costs.   

Third Supplemental Resolution 

Resolution 8386, as amended by the first supplemental resolution (Resolution 8728) and second supplemental 
resolution (Resolution 8824), authorizes an Ad Hoc Committee made up of the Chairman of the Board, the 
Chairman of the Budget, Finance and Investment Committee and the Chief Executive Officer to approve the 
aggregate principal amount, terms, and conditions of sale of each series of Waterworks General Obligation 
Refunding Bonds.  This permits pricing of the refunding bonds within the potentially narrow window of 
opportunity that may be available to lock in favorable terms. 

The proposed Third Supplemental Resolution (Attachment 1) confirms the Ad Hoc Committee’s authorization to 
approve the terms of sale of refunding bonds at any time when the terms are permitted under the bond refunding 
guidelines approved by the Board.  The Board approved changes to Metropolitan’s bond refunding guidelines at 
the April 8, 2003 board meeting.  The authorization under the Third Supplemental Resolution for pricing of 
general obligation refunding bonds is consistent with the Ad Hoc Committee’s current authorization for pricing of 
water revenue refunding bonds. 

Appropriation No. 15409 

At the May 13, 2003 board meeting, Appropriation No. 15409 was approved by the Board to pay the costs 
associated with the sale of water revenue bonds and interest rate swaps through December 31, 2003.  Since that 
time, Metropolitan has utilized bond refundings and an interest rate swap to reduce future debt service costs by 
over $24 million in net present value savings.  In addition to the successful bond refundings from July 2003 
(Water Revenue Refunding Bonds, 2003 Series A) and December 2003 (Water Revenue Refunding Bonds, 2003 
Series C-1, C-2, C-3), Metropolitan was able to act quickly and refund another $148.5 million of water revenue 
bonds in January 2004 (Water Revenue Refunding Bonds, 2004 Series A-1, A-2) through the issuance of water 
revenue refunding bonds and the use of an interest rate swap.   

As reported to the Board at its February 2004 meeting, on January 16, 2004, Metropolitan priced a $162.5 million 
interest rate swap at a cost of 2.917 percent.  The interest rate swap will be used in conjunction with a variable 
rate water revenue refunding bond issue that closed on February 19, 2004, to advance refund $148.5 million of 
outstanding water revenue bonds.  The savings on this transaction are anticipated to be approximately $900,000 
per year through 2023, resulting in net present value savings of approximately $11.4 million.  On March 16, 2004, 
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Metropolitan priced $274.4 million of revenue refunding bonds (Water Revenue Refunding Bonds, 2004 
Series B) to reduce debt service by about $1.1 million per year through 2016. 

In order to effect refunding transactions of Metropolitan’s debt, appropriations from Metropolitan’s General Fund 
are required to fund the costs of issuance associated with the financing and interest rate swap transactions.  
Appropriation No. 15409 in the amount of $725,000 will not be sufficient to cover the costs associated with the 
July 2003, December 2003, January 2004, and March 2004 bond refundings and interest rate swap transactions.  
As such, an increase in Appropriation No. 15409 will be required.  Staff has determined that the costs for the 
July 2003 and December 2003 financings will total approximately $770,000.  Costs for the January 2004 
financing are estimated to be $330,000, and costs for the March 2004 refunding are about $290,000. 

In addition to the recent refunding transactions, staff continues to monitor the market for opportunities to refund 
bonds for savings or prudently execute interest rate swaps to hedge risks and reduce costs in accordance with 
Metropolitan’s bond refunding guidelines.  Should interest rate levels offer Metropolitan the opportunity to refund 
additional water revenue bonds, an appropriation against which to charge the expenses associated with the sale of 
water revenue bonds and interest rate swaps will be required.  Rather than creating a separate appropriation for 
each transaction, staff recommends an increase in Appropriation No. 15409 and an extension of the expiration 
date to December 31, 2004.  With this change, Metropolitan will have funds available to cover the expenses 
associated with the sale of water revenue bonds and interest rate swaps through the end of the calendar year.  The 
requested increase in Appropriation No. 15409 is $1.175 million, which will increase the appropriation to 
$1.9 million.  This increase includes the following three components: 

1. $45,000 representing the costs associated with the transaction in December; 

2. $330,000 representing the costs associated with the January 2004 bond refunding and interest rate swap 
transaction; and 

3. $800,000 representing an estimate of the funds required for the March 2004 bond refunding and potential 
bond and interest rate swap transactions through December 31, 2004. 

The following table provides a breakdown of the estimated expenses needed for the requested increase in 
Appropriation No. 15409: 

 

 Bond Rating Agencies $  400,000 

 Bond Counsel / Bank Counsel Fees   375,000 

 Financial Advisory Services   250,000 

 Typesetting, Printing, Mailing     85,000 

 Escrow / Paying Agents     20,000 

 Verification Agent     15,000 

 Contingency       30,000 

 Total           $1,175,000 

 

Appropriation No. 15418 

In addition to the opportunities to refund water revenue bonds, Metropolitan has also identified waterworks 
general obligation bonds that are potential refunding candidates in accordance with Metropolitan’s bond 
refunding guidelines.  Should interest rate levels offer Metropolitan the opportunity to refund waterworks general 
obligation bonds, an appropriation against which to charge the expenses associated with the sale of the bonds will 
be required.  As such, it is estimated that an appropriation in the amount of $240,000 will be required to fund the 
costs of issuance associated with one waterworks general obligation bond issue.  The appropriation will be 
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designated No. 15418.  The following table details the breakdown of estimated expenses for Appropriation 
No. 15418: 

 Bond Rating Agencies $  75,000 

 Bond Counsel Fees     75,000 

 Financial Advisory Services     50,000 

 Typesetting, Printing, Mailing     23,000 

 Escrow / Paying Agents       2,000 

 Verification Agent       5,000 

 Contingency     10,000 

 Total $240,000 

In addition, staff also recommends that the Board authorize reimbursement of expenses paid from the General 
Fund by revenue bond proceeds and general obligation bond proceeds, and authorize the Chief Executive Officer 
to effect such reimbursement to the extent permitted under federal laws and regulations in accordance with 
instructions from bond counsel. 

Policy 
Metropolitan Water District Administrative Code § 5108: Capital Project Appropriation 

California Environmental Quality Act (CEQA) 
CEQA determination for Option #1: 

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. 

CEQA determination for Option #2: 

None required 

Board Options/Fiscal Impacts 
Option #1 

Adopt the CEQA determination and 
a. Adopt the Third Supplemental Resolution to Resolution 8386 relating to the issuance of Waterworks 

General Obligation Refunding Bonds; 
b. Approve an increase in General Fund Appropriation No. 15409 in the amount of $1.175 million, against 

which to charge expenses associated with the sale of water revenue bonds and interest rate swaps;  
c. Authorize General Fund Appropriation No. 15418 in the amount of $240,000, against which to charge 

expenses associated with the sale of waterworks general obligation bonds; and 
d. Authorize the reimbursement of expenses paid from the General Fund by bond proceeds.  The 

authorization will expire on December 31, 2004. 
Fiscal Impact: $1.415 million 
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Option #2 
Do not approve an increase in Appropriation No. 15409 or authorization for Appropriation No. 15418. 
Fiscal Impact: Missed opportunity to lower debt service costs 

Staff Recommendation  
Option #1 

 

 3/23/2004 
Brian G. Thomas 
Chief Financial Officer 

Date 

 
 
 

 3/23/2004 
Ronald R. Gastelum 
Chief Executive Officer 

Date 

 

Attachment 1 – Third Supplemental Resolution 
BLA #2781 
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THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA 
 

RESOLUTION _____ 
 
 
 

RESOLUTION OF THE BOARD OF DIRECTORS OF THE 
METOPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA 

AMENDING CERTAIN PROVISIONS OF RESOLUTION 8386 
RELATING TO THE ISSUANCE OF 

WATERWORKS GENERAL OBLIGATION REFUNDING BONDS 
(THIRD SUPPLEMENTAL RESOLUTION) 
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THE METROPOLITAN WATER DISTRICT OF 
SOUTHERN CALIFORNIA 

 
RESOLUTION _____ 

 
 
 

 
RESOLUTION OF THE BOARD OF DIRECTORS OF THE 

METOPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA 
AMENDING CERTAIN PROVISIONS OF RESOLUTION 8386 

RELATING TO THE ISSUANCE OF 
WATERWORKS GENERAL OBLIGATION REFUNDING BONDS 

(THIRD SUPPLEMENTAL RESOLUTION) 
 
 
 
 

(ADOPTED APRIL _____, 2004) 
 

 
WHEREAS, pursuant to the Metropolitan Water District Act, California Stats. 

1927, Ch. 429, as such act was in effect on June 7, 1966 (the "1927 Act"), and Ordinance 
No. 105 of The Metropolitan Water District of Southern California (the "District"), a special 
election by the qualified voters of the District was duly held in the District on the 7th day of June, 
1966, at which election the District was authorized to incur bonded indebtedness in the principal 
sum of $850,000,000 for the purpose of acquisition and construction by the District of public 
improvements and works of the District, to be designated "The Metropolitan Water District of 
Southern California, Waterworks Bonds, Election 1966" (the "Waterworks Bonds, 
Election 1966"); and 

 
WHEREAS, pursuant to the 1927 Act, as amended by California Stats. 1969, 

Ch. 209 (as further amended from time to time, the "Act"), and Article 11, Chapter 3, Part 1, 
Division 2, Title 5 of the Government Code, the Board of Directors of the District (the “Board”) 
adopted Resolution 8386 on January 12, 1993, as amended and supplemented by 
Resolution 8728 (the “First Supplemental Resolution”) adopted on July 16, 2001 and 
Resolution 8824 (the “Second Supplemental Resolution”) adopted on August 20, 2002 
(collectively, the "1993 Resolution") to provide for the issuance of refunding bonds to redeem or 
retire all or part of the outstanding Waterworks Bonds, Election 1966 of the District; and 

 
WHEREAS, pursuant to Chapter 5 of Part 5 of the Act and Article 9 and 

Article 11 of Chapter 3, Part 1, Division 2, Title 5 of the Government Code of the State of 
California (commencing with Section 53550 or 53580, respectively), the Board may provide for 
the issuance of refunding bonds to redeem or retire all or part of the outstanding Waterworks 
Bonds, Election 1966 of the District; and 
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WHEREAS, the District desires to amend the 1993 Resolution in certain respects 
so as to extend the authority contained in the 1993 Resolution relating to the issuance of the 
Waterworks General Obligation Refunding Bonds; and 

 
WHEREAS, pursuant to Section 6.01 of the 1993 Resolution, the District may, 

from time to time and at any time, adopt resolutions to amend the provisions contained in the 
1993 Resolution for the purposes provided therein; and 

 
WHEREAS, the Board has determined that the provisions of this Third 

Supplemental Resolution are not adverse to the interests of the registered owners of the 
Waterworks General Obligation Refunding Bonds; and 

 
WHEREAS, pursuant to Section 6.01(c) of the 1993 Resolution, the Board has 

determined it is in its best interests to adopt this Third Supplemental Resolution to amend the 
1993 Resolution.  
 

NOW, THEREFORE, BE IT RESOLVED, DETERMINED AND ORDERED by 
the Board of Directors of The Metropolitan Water District of Southern California, as follows: 

 
 

ARTICLE I 
 

DETERMINATION; EXTENSION OF AUTHORIZATION; DEFINITIONS 
 

Section 1.01. Third Supplemental Resolution; Determination.  This Third 
Supplemental Resolution (this "Third Supplemental Resolution") is adopted in accordance with 
the provisions of the 1993 Resolution. 

 
Section 1.02. Extension of Authorization.  The Board hereby confirms the 

authorization set forth in the 1993 Resolution to authorize the issuance of Waterworks General 
Obligation Refunding Bonds in such aggregate principal amount as determined by the Ad Hoc 
Committee described in Section 7.01 of the 1993 Resolution for the purpose of refunding and 
redeeming any outstanding principal amount of the Waterworks Bonds, Election 1966, at any 
time, permitted under the bond refunding guidelines approved from time to time by the Board.  
The Waterworks General Obligation Refunding Bonds shall bear such additional designation as 
deemed necessary and appropriate by the Ad Hoc Committee. 
 

Section 1.03. Definitions.  All terms which are defined in Section 1.01 of the 
1993 Resolution shall, unless otherwise defined herein, have the same meanings, respectively, in 
this Third Supplemental Resolution. 
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ARTICLE II 
 

MISCELLANEOUS 
 

Section 2.01. 1993 Resolution.  The 1993 Resolution, as amended and 
supplemented, including by this Third Supplemental Resolution, is in all respects ratified and 
approved.   

 
Section 2.02. Severability of Invalid Provisions.  If any one or more of the 

provisions contained in this Third Supplemental Resolution shall for any reason be held to be 
invalid, illegal or unenforceable in any respect, then such provision or provisions shall be 
deemed severable from the remaining provisions contained in this Third Supplemental 
Resolution and such invalidity, illegality or unenforceability shall not affect any other provision 
of this Third Supplemental Resolution, and this Third Supplemental Resolution shall be 
construed as if such invalid or illegal or unenforceable provision had never been contained 
herein.  The District hereby declares that it would have adopted this Third Supplemental 
Resolution and each and every other Section, paragraph, sentence, clause or phrase hereof 
irrespective of the fact that any of this Third Supplemental Resolution may be held illegal, 
invalid or unenforceable. 

 
Section 2.03. Article and Section Headings and References; Interpretation.  

The headings or titles of the several Articles and Sections hereof shall be solely for convenience 
of reference and shall not affect the meaning, construction or effect of this Third Supplemental 
Resolution. 

 
All references herein to "Article," "Sections" and other subdivisions are to the 

corresponding Articles, Sections or subdivisions of this Third Supplemental Resolution; the 
words "herein," "hereof," "hereby," "hereunder" and other words of similar import refer to this 
Third Supplemental Resolution as a whole and not to any particular Article, Section or 
subdivision hereof; and words of the masculine gender shall mean and include words of the 
feminine and neuter genders. 

 
Section 3.04.  Governing Law.  This Third Supplemental Resolution shall be 

construed and governed in accordance with the laws of the State of California. 
 
I HEREBY CERTIFY that the foregoing is a full, true, and correct copy of a 

resolution adopted by a two-thirds (2/3rds) vote of the total vote of the Board of Directors of The 
Metropolitan Water District of Southern California at its regular meeting held April ___, 2004. 

 
 

______________________________ 
Executive Secretary 
The Metropolitan Water District 
of Southern California 




