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45668 The Board of Directors of The Metropolitan Water 
District of Southern California met in Regular Meeting in the 
Board Room located in the building at 700 North Alameda Street 
in the city of Los Angeles, state of California, on Tuesday, 
March 9, 2004. 
 
  Chairman Pace called the Meeting to order at 
12:32 p.m. 
 
45669 The Meeting was opened with an invocation by Victor 
Franco, Senior Vice President of Government Affairs, Central 
City Association. 
 
45670 The Pledge of Allegiance to the Flag was given, led by 
Director Isadore Hall, III. 
 
45671 Board Secretary Hansen called the roll.  Those 
answering present were:  Directors Abdo, Apodaca, Bakall, 
Bannister, Blake, Brick, Brown, Coughran, De Jesus, Dentler, 
Dick, Edwards, Farrar, Fellow, Foley, Grandsen, Hall, Hansen, 
Harris, Koopman, Kwan, Lewis, Loveland, Mejia, Morris, Murray, 
Mylne, Pace, Parker, Peterson, Record, Rez, Stanton, Turner, and 
Wright. 
 
  Those not answering were:  Directors Herman and Luddy. 
 
  Chairman Pace declared a quorum present. 
 
45672 Chairman Pace invited members of the public to address 
the Board on matters within the Board’s jurisdiction.  No 
embers of the public responded. m
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45673 There being no objection, Chairman Pace ordered the 
reading of the Minutes of the Meeting of February 10, 2004, 
dispensed with, a copy having been mailed to each Director. 
 
  Director Edwards moved, seconded by Director Coughran 
and carried, approving the foregoing Minutes as mailed. 
 
45674 Chairman Pace presented to Director Joseph Parker, a 
pin for his ten years of service on Metropolitan's Board, 
representing the San Diego County Water Authority. 
 
45675 Chairman Pace presented to Director Bill Wright, a pin 
for his ten years of service on Metropolitan's Board, 
representing the city of Torrance. 
 
45676 Chairman Pace announced there were no new committee 
assignments. 
 
45677 Chairman Pace reported that on February 20-22 he, 
along with Director Apodaca, co-hosted a Colorado River 
inspection trip.  The guests included several local business 
leaders, current council members, current and former school 
board members, mayors and other executives.  The guests were 
very appreciative of the opportunity to learn about Metropolitan 
and its mission, and left as informed supporters of 
Metropolitan.  The Chair commented on the ongoing Directors' 
Roundtables designed to inform the newer Directors on a variety 
of issues that Metropolitan is dealing with.  Chairman Pace 
encouraged the Directors to participate in the roundtable 
scheduled for March 16, which would take them to the Water 
Quality Lab in La Verne and then on to Diamond Valley Lake. 
 
45678 Regarding Colorado River, Bay-Delta, and CALFED 
matters, Chief Executive Officer Gastelum referred to his 
activity report for February dated March 3, 2004, which was 
distributed earlier. 
 
  Chief Executive Officer Gastelum reported on the 
current discussions on the Topock area along the Colorado River 
where chromium 6 has been located and the interest from the 
media on this potential story.  He stated he would be having an 
interview with CNN this afternoon, and this morning there were 
inquiries from Senator Feinstein's office.  Pacific Gas & 
Electric Company has requested to meet with Mr. Gastelum and the 
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General Counsel tomorrow to assure Metropolitan that they are 
very serious about addressing this issue.  The Board will be 
apprised as to any progress on the Colorado River Topock 
situation. 
 
  Regarding the Bay-Delta/State Water Project matters, 
Chief Executive Officer Gastelum reported although there was 
progress in the negotiations on the Delta, as of this past 
weekend the negotiations came to an impasse.  Vice President 
Quinn continued to believe that good ideas have been put on the 
table and we would reach some accommodation going forward.  
However, Mr. Gastelum stated that Metropolitan would continue to 
plan its strategy, and would oppose any legislation that would 
adversely affect our situation in CALFED.  Metropolitan is also 
preparing itself in the event that CALFED does not move forward 
this year.  Mr. Gastelum reported Senator Feinstein is scheduled 
to get a mark-up on her bill in the next couple of weeks 
although the legislative year is drawing to a close.  However, 
Mr. Gastelum emphasized the need for planning our water 
resources and our strategy to be able to maintain our 
reliability regardless of those developments and would engage 
positively in the hope they would go forward. 
 

Referring to the state audit, Chief Executive Officer 
Gastelum reported that the state auditors have been working 
diligently over the past couple of months and have asked some 
new questions beyond the original scope that they identified.  
They sent out a random survey to some employees, asking a broad 
set of questions, some of which undoubtedly required some 
investigation as far as the auditors are concerned.  
Mr. Gastelum said staff would respond to the questions asked, 
and it now appeared that the time frame for finalizing their 
report would be in May or June. 
 
45679 Regarding Legal Department activities, General Counsel 
Kightlinger referred to his activity report for February dated 
March 1, 2004, which was distributed earlier. 
 
  In the Cargill v. Metropolitan litigation, the 
temporary workers' case, General Counsel Kightlinger reported 
the decision by the state Supreme Court was 4-3 against 
Metropolitan.  Justice Werdegar authored the opinion and Chief 
Justice George and Justices Kennard and Moreno joined her in 
that opinion.  There were two dissents, one written by Justice 
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Brown and another by Justice Baxter, with Justice Chen joining 
in Justice Baxter's dissent.  The opinion was very close and 
narrow, and the court went out of its way to say while it was 
deciding the issue, the only issue before it was whether or not 
Metropolitan was required to enroll in CalPERS those employees 
that qualify as common law employees.  The court was not 
deciding whether the plaintiffs were in fact common law 
employees, whether the plaintiffs were Metropolitan employees 
under the Administrative Code policies or procedures, whether 
they were entitled to CalPERS enrollment at a specific date or 
time as to a specific manner, whether or not Metropolitan would 
be required to pay the share or get credits back, and whether or 
not the plaintiffs would be required to get any other benefits 
due Metropolitan employees.  Metropolitan was hoping to get some 
guidance from the court, but the court's decision seemed to have 
raised more questions than it answered.  General Counsel 
Kightlinger stated that this case has been going on now for six 
years, and he expected it to continue until a resolution of the 
Administrative Code claim by plaintiffs.  The judge in the trial 
court has asked both sides to return next month for a briefing 
on the Supreme Court's decision and how this should move 
forward. 
 
45680 General Auditor Riss presented a summary report of the 
Audit Department's activities for the month of February.  He 
began by noting that five reports were issued during the month.  
Specifically, he noted that the Official Statement for the Water 
Revenue Refunding Bonds, 2004 Series A Review report; the 
California Urban Water Agencies Category III Program audit 
report; the Enterprise-wide Physical and Cyber Security Risk 
Assessment report; the Water System Control Master Plan Risk 
Assessment report; and the Urban Park Concessionaire report were 
issued in February. 
 
  Mr. Riss then conducted a brief discussion of these 
reports.  He began with the Official Statement for the Water 
Revenue Refunding Bonds, 2004 Series A report and noted that it 
was a "comfort" letter issued to the bond underwriters stating 
that the Official Statement for the Bonds is complete and 
consistent with supporting financial records and accurate in all 
material respects.  Next, Mr. Riss reported that an audit of the 
California Urban Water Agencies Category III Program was issued 
with an opinion that the accounting and administrative 
procedures included those practices usually necessary to provide 
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for a generally satisfactory internal control structure.  
Mr. Riss then discussed the Enterprise-wide Physical and Cyber 
Security Risk Assessment and noted that this program consists of 
eight individual projects.  He added that the risk level remains 
low as these projects were either completed or are on schedule.  
Next, Mr. Riss then discussed the Water System Control Master 
Plan risk assessment report and noted that is also a multiple 
project program consisting of seven individual projects.  
Mr. Riss added that the current exposure was assessed as low as 
project management controls minimize implementation risk.  
Finally, Mr. Riss reported that an audit of the Urban Park 
Concessionaire agreement was issued with an opinion that the 
accounting and administrative procedures over the agreement 
included those practices usually necessary to provide for a 
satisfactory internal control structure.  He added that this 
agreement governs the concessionaire hired to administer the 
reservation and collection services for the recreational fishing 
activities at Diamond Valley Lake.  Mr. Riss also added that 
minor recommendations were made to enhance the internal control 
structure and stated that management has implemented corrective 
action. 
 
45681 The reports of the Standing Committees are as follows: 
 

Chairman Pace reported the Executive Committee, at its 
meeting of February 24, approved Agenda Item 8-6.  The committee 
also discussed and approved the proposed items for March's Board 
and committee agenda items.  The committee heard reports on 
activities of the Audit Subcommittee, the Ethics Subcommittee, 
and the Colorado River Board.  In the absence of Chief Executive 
Officer Gastelum at the ACWA Washington D.C. conference, Chief 
Operating Officer Man reported on Metropolitan's activities.   
 

Asset, Real Estate and Infrastructure Policy Committee 
Chairman Record reported the committee approved Agenda Items  
8-5 and 9-4.  The committee deferred Agenda Item 9-3, the 
Capital Investment Plan projects as part of the Information 
Technology Strategic Plan Infrastructure Program, and requested 
staff to include a cost analysis on leasing versus buying 
equipment.  The committee heard a report on the Diamond Valley 
Recreation Program. 
 



Minutes -6- March 9, 2004 

  Budget, Finance and Investment Committee Chairman 
Mylne reported the committee approved Agenda Item 9-1.  The 
committee heard oral reports on fiscal year 2004/05 budgets for 
the Water Resource Management Group and the Audit Department.  
Committee Chairman Mylne announced there would be a Board 
workshop on Metropolitan's interest rate swap and debt portfolio 
scheduled in April. 
 

Communications, Outreach and Legislation Committee 
Chairman Fellow reported the committee heard reports on the 
legislative activities from both Washington, D.C., and 
Sacramento.  Committee Chairman Fellow stated that Director 
Brick requested a report on the costs of producing and possible 
reestablishment of the annual report.  Chief Executive Officer 
Gastelum reported that a future item for Board consideration 
would be a position on the Department of Defense's liability 
exemption for perchlorate contamination, and the concern that 
the liabilities could be passed on to ratepayers.  Metropolitan 
has asked the state water quality board to help facilitate 
regional permits for member agencies' proposed recycled water 
projects. 
 
  Engineering and Operations Committee Chairman Wright 
reported the committee approved Agenda Items 8-1, 9-2, and 9-5.   
He requested that Item 9-5 be placed on the Consent Calendar.  
The committee heard oral reports on the Inland Feeder Program, 
system operations, engineering activities, and the chromium 6 
contamination of groundwater at a Pacific Gas & Electric Company 
site near the Colorado River south of Needles on the California 
border with Arizona.  The committee received a tentative 
itinerary for the upcoming joint inspection trip of the 
Engineering and Operations and the Asset, Real Estate and 
Infrastructure Policy Committees, scheduled for April 29 and 30, 
2004. 
 
  Legal, Claims and Personnel Committee Chairman 
De Jesus reported the committee received updates on Colorado 
River and Bay-Delta matters.  In closed session the committee 
heard reports on and discussed with counsel the Cargill 
temporary workers lawsuit and the MAPA negotiations, with no 
actions taken. 
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  Water Planning, Quality and Resources Committee Vice 
Chairman Bakall reported the committee approved Agenda Items  
8-2, 8-3, and 8-4.  The committee heard reports on Bay-Delta and 
State Water Project matters, the Local Resources Program 
Recommended Project Mix, the Water Surplus and Drought 
Management Plan Report on water supply and demand, perchlorate, 
the In-Delta Storage Project, and Water Resource Management's 
budget for fiscal year 2004/05. 
 
  Director Morris moved, seconded by Director Edwards 
and carried, and the Board approved the Consent Calendar Items, 
M.I. 45682 through M.I. 45689, as follows: 
 
45682 Adopted the California Environmental Quality Act 
(CEQA) determination and authorized (a) studies and preliminary 
design for the renovation of Softener Buildings Nos. 1 and 2, 
and for a water quality testing pilot plant; and (b) $230,000 in 
budgeted funds under Appropriation No. 15370 (No. 4) from the 
Construction Funds, as set forth in the letter signed by the 
Chief Executive Officer on February 17, 2004. 
 
45683 Adopted the CEQA determination and authorized the 
Chief Executive Officer to pay the amount of $90,000 for 
membership dues and special assessment for the California Urban 
Water Agencies for calendar year 2004, to be paid in fiscal year 
2003/04, as set forth in the letter signed by the Chief 
Executive Officer on February 18, 2004. 
 
45684 Adopted the CEQA determination and authorized 
Appropriation No. 15301 in the amount of $813,000 from the Pay-
As-You-Go Fund for seventh- and eighth-year funding of the 
Desalination Research and Innovation Partnership for the 
treatment of brackish water sources, as set forth in the letter 
signed by the Chief Executive Officer on February 17, 2004. 
 
45685 Adopted the CEQA determination and authorized $250,000 
to implement a demonstration project with developers to install 
water-efficient features and provide marketing and education 
material in model homes, as set forth in the letter signed by 
the Chief Executive Officer on February 18, 2004. 
 
45686 Adopted the CEQA determination and authorized entering 
into an agreement with Applications Software Technology 
Corporation not to exceed $1.265 million in Appropriation 



Minutes -8- March 9, 2004 

No. 15411 to implement the Oracle Project Accounting and Grant 
Management modules, as set forth in the letter signed by the 
Chief Executive Officer on February 18, 2004. 
 
45687 Adopted the CEQA determination and (a) granted 
conditional approval for the 77th Fringe Area Annexation, 
concurrently to Eastern Municipal Water District and 
Metropolitan, conditioned upon receipt in full of annexation fee 
of $21,227.40 to Metropolitan if completed by December 31, 2004, 
or if completed later, at the then current annexation charge 
rate, and in compliance with those terms and conditions fixed 
upon final request for approval pursuant to Administrative Code 
Section 3100, et seq.; (b) approved Eastern's proposed Plan for 
Implementing Water Use Efficiency Guidelines; and (c) adopted 
resolution of intention (Resolution 8897) to impose water 
standby charge within the proposed annexation territory, 
substantially in the form of Attachment 3 to the letter signed 
by the Chief Executive Officer on February 17, 2004, said 
Resolution entitled: 
 
 RESOLUTION OF THE BOARD OF DIRECTORS OF THE METROPOLITAN 

WATER DISTRICT OF SOUTHERN CALIFORNIA GIVING NOTICE OF 
INTENTION TO IMPOSE WATER STANDBY CHARGES CONTINGENT UPON 
ANNEXATION 

 
  Director Record requested to be recorded as 
abstaining. 
 
45688 Adopted the CEQA determination and (a) appropriated 
$14.94 million in budgeted funds ($13.85 million from 
Appropriation No. 15384, No. 4; $1.09 million from Appropriation 
No. 15373, No. 6, both from the Construction Funds); (b) awarded 
a construction contract to Southern Contracting Company in the 
amount of $8.965 million for Colorado River Aqueduct Switchyards 
and Head Gates Rehabilitation; (c) authorized transformer bank 
reliability study at five pumping plants; and (d) authorized 
materials procurement and Metropolitan fabrication of 
replacement blow-off and outlet fittings, as set forth in the 
letter signed by the Chief Executive Officer on February 20, 
2004. 
 
45689 Adopted the CEQA determinations and (a) appropriated 
$4.94 million in budgeted funds (Appropriation No. 15389, No. 3, 
from the Construction Funds); and (b) authorized all final 
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design activities up to award of a competitively bid 
construction contract for the Diemer Oxidation Retrofit Program 
site preparation, as set forth in the letter signed by the Chief 
xecutive Officer on February 20, 2004. E
 
45690 Director Blake moved, seconded by Director Coughran, 
that the Board adopt the CEQA determination and (a) approve 
water rates effective January 1, 2005 as shown in Table 1 in the 
letter signed by the Chief Executive Officer on February 25, 
2004; (b) adopt Resolution to Impose the Readiness-to-Serve 
Charge (Resolution 8898) in the form shown as Attachment 2 to 
the aforementioned letter; and (c) adopt Resolution to Impose a 
Capacity Charge (Resolution 8899) in the form shown as 
Attachment 3 to the aforementioned letter; said Resolutions 
entitled: 
 

Resolution 8898 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 

 
Resolution 8899 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 

 
  Director Loveland stated that the San Diego 
representatives would be voting no on this item since it was 
more appropriate to keep the composite rate on untreated water 
the same and increase the treated water rate to that which more 
approximates the cost of treated water. 
 
  Director Koopman stated that his vote today emphasized 
his board's position that there is a need for further study on 
the relationship with the different rates. 
 
  Budget, Finance and Investment Committee Chairman 
Mylne commented that there was a thorough discussion of this 
item at the committee meeting yesterday and a compelling case 
was made by staff that the proposed rates were based upon the 
cost of service and the adjustments were made based on changes 
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in the cost of service, and it seemed very appropriate to adopt 
the rates as proposed. 
 
  The Chair called for a vote on the motion, which 
carried. 
 
  Directors Koopman, Lewis, Loveland, Turner, and Parker 
requested to be recorded as voting no. 
 
  Director Kwan withdrew from the Meeting at 1:20 p.m. 
 
45691 Director Murray stated that the Asset, Real Estate and 
Infrastructure Policy Committee adopted a motion to defer to 
next month Agenda Item 9-3, the Capital Investment Plan projects 
as part of the Information Technology Strategic Plan 
Infrastructure Program, pending further information.  Director 
Murray then offered an amendment to that motion that the portion 
involving the Directors' laptops not be included in that 
deferment and be implemented right away.  Director Bannister 
seconded the motion. 
 
  Following comments by Directors that the entire 
project be deferred, Vice Chairman Peterson moved, seconded by 
Director Morris and carried, to table the motion. 
 
  Directors Apodaca, Bannister, and Murray requested to 
be recorded as voting no. 
 
45692 Director Morris moved, seconded by Director Blake and 
carried, authorizing acquisition of property for San Diego 
Pipeline No. 6 Program – San Diego County APN 109-280-02, MWD 
Parcel No. SDSIX1-107-212; owner Huong Thanh Nguyen and Binh 
Thanh Pham; Metropolitan negotiators:  Guy Walters and Tobin 
Tellers, as set forth in the confidential letter signed by the 
Chief Executive Officer on February 19, 2004. 
 
45693 The following communications were submitted to the 
Board for information: 
 

a. Status report for the Inland Feeder Program for 
activities through January 2004, signed by the Chief 
Executive Officer on February 20, 2004. 
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b. Report on the Local Resources Program Recommended 
Project Mix, signed by the Chief Executive Officer on 
February 18, 2004. 

 
c. Status update on Senate Bill 1155 (Machado) regarding 

implementation of CALFED actions, signed by the Chief 
Executive Officer on March 3, 2004. 

 
45694 There being no objection, Chairman Pace adjourned the 
Meeting at 1:28 p.m. 
 
 
 

HELEN Z. HANSEN 
SECRETARY 

 
 
 

PHILLIP J. PACE 
CHAIRMAN 
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