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Independent Auditors' Report

The Board of Directors
The Metropolitan Water District of Southern California:
We have audited the accompanying statement of cash and investments of The Metropolitan Water District
of Southern California (Metropolitan) as of March 31, 2011. This financial statement is the responsibility
of Metropolitan's management. Our responsibility is to express an opinion on this financial statement
based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and pelform the audit to obtain reasonable assurance about
whether the financial statement is free of material misstatement. An audit includes consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of Metropolitan's
internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statement,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.
As described in note I(b), the financial statement was prepared on the basis of cash receipts and
disbursements, which is a comprehensive basis of accounting other than generally accepted accounting
principles.

In our opinion, the statement of cash and investments refen'ed to above presents fairly, in all material
respects, the cash and investment position of The Metropolitan Water District of Southern California, as of
March 31, 20 II, on the basis of accounting described in note I(b).
Our audit was conducted for the purpose of forming an opinion on the statement of cash and investments of
Metropolitan. The statement of cash receipts and disbursements, by fund category and in total and the notes
to the statement of cash receipts and disbursements, by fund category and in total on pages I I through 17
are presented for additional analysis and are not a required part of the statement of cash and investments.
We have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the supplementary information. However, we
did not audit the information and express no opinion on it.

June 15,2011

KPMG LLP is a Delaware limited liability paMership.
tI>e U.S. me'll"'" firm of KPMG Intern.lion.1 CooperaUve
("KPMG Intern.tion.r)•• Swiss enlily.

THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA

Statement oreash and Investments
(Cash Receipts and Disbursement Basis)

March 31,2011
Book value
Cash (noles 1 and 2):

1,064,617

1,064,617

192,266,146
154,475
390,533,58 I
1,602,155
88,980,000
117,688,617
1,088,344
43,061,04 I
154,787,692
40,700,000

193,564,478
157,349
391,084,454
1,602,117
88,977,655
115,789,647
1,088,344
43,158,077
151,788,998
40,700,000

1,030,862,05 I

1,027,911,119

$ 1,031,926,668

1,028,975,736

361,644,420
670,282,248

360,610,294
668,365,442

$ 1,031,926,668

1,028,975,736

$

Investments (notes I and 2):
U.S. Treasury securities
U.S. guarantees - GNMA's
Federal agency securities

Bankers' acceptances
Commercial paper
Corporate notes
Shares of beneficial interest
Asset- and mortgage-backed securities

Municipal bonds
Local Agency Investment Fund

Total investments
Total cash and investments
Summary of cash and investments:
Unrestricted cash and investments
Restricted cash and investments

$

Total cash and investments

Fair value

Sec accompanying noles 10 statement oreash and investments (cash receipts and disbursement basis).
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THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA
Notes to Statement of Cash and Investments
(Cash Receipts and Disbursements Basis)

March JI, 2011

(I)

Significant Accounting Policies
(tI)

Reporting Entity
'I'he Metropolitan Water District of Southern California (Metropolitan), a special district of the State
of Cali fomi a, was organized in 1928 by vote of the electorates of several Southern California cities
following adoption of The Metropolitan Water District Act (Act) by the California Legislature.
Metropolitan's primary purposes under the Act are to develop, store, and distribute water, at
wholesale, to its member public agencies for domestic and municipal purposes. Surplus water is sold
for other beneficial uses, including agricultural use. Metropolitan's service area comprises
approximately 5,200 square miles and includes portions of the six counties of Los Angeles, Orange,
Riverside, San Bernardino, San Diego, and Ventura. There are 26 independent member agencies of
Metropolitan, consisting of 14 cities, 11 municipal water districts, and I county water authority.
Metropolitan has no financial accountability for its member agencies. Metropolitan is governed by a
37 member Board of Directors (Board) comprising representatives of the member agencies.
Representation and voting rights are based on assessed valuations of property. Each member agency
is entitled to have at least one representative on the Board plus an additional representative for each
full five percent of its assessed valuation of property in Metropolitan's service area. Changes in
relative assessed valuation do not tenninate any director's tenn. Accordingly, the Board may, from
time to time, have more than 37 directors. No single member agency has a voting majority.

(b)

Principles ofPresentation

The accompanying statement of cash and investments has been prepared for the purpose of
presenting the cash and investments of Metropolitan as of March 31, 20 II, on the cash receipts and
disbursements basis of accounting.
Financial statements that are prepared on the cash receipts and disbursements basis, which is a
comprehensive basis of accounting olher than U.S. generally accepted accounting principles, may
differ from presentations under U.S. generally accepted accounting principles since certain revenues
and related assets are recognized when received rather than when earned, and certain expenses are
recognized when paid rather than when the obligations are incurred. Accordingly, the accompanying
statement is not intended to present Metropolitan's financial position in confonnity with
U.S. generally accepted accounting principles.
Metropolitan's investments are reported at fair value on the statement of cash and investments. To
facilitate reconciliation with the accompanying supplementary infonnation (schedule of cash receipts
and disbursements, by fund category and in total) cash and investments are also presented at book
value (cost plus amortized discount and/or premium) as of March 31, 2011.
(2)

Cash and Investments
As a public agency, Metropolitan's investment practices are prescribed by various provisions of the
California Govcrnmcnt Codc, as well as by administrative policies. Mctropolitan's statcmcnt of invcstmcnt
policy is approved annually by the Board and describes the Treasurer's investment authority, practices, and
J
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THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA
Notes to Statement of Cash and Investments
(Cash Receipts and Disbursements Basis)

March JI, 2011

limitations. The basic investment policy objectives, in order of importance, are safety of principal,
liquidity, and relurn on investment.
Cash and investments mayor may nol be restricted as to usc, depending on the specific purposes for which
such assets are held.
A summary of Metropolitan's deposit and investment policies, infonnation on interest and credit risks, and
restricted cash and investments is provided below:

(a)

Deposits
The California Government Code requires California banks and savings and loan associations to
secure a local government agency's deposits by pledging government securities as collateral.
Metropolitan bank balances as of March 31,2011 were $3,899,821.

(h)

lnvesfmell/!J'

Metropolitan is permitted by State law and Board policy to invest in a variety of instruments
including U.S. Treasuries, federal agencies, repurchase agreements, negotiable certificates of
deposit, bankers' acceptances, commercial paper, asset and mortgage backed securities, municipal
bonds, corporate notes, time deposits, investment contracts, shares of beneficial interest, and Local
Agency Investment Fund (LAIF).

Interest Rale Risk - In accordance with Metropolitan's investment policy, interest rate risk was
managed by limiting the duration of the various portfolio segments, which have limitations on the
amount of duration exposure for each segment. Duration, primarily a measure of interest rate risk,
renects the investments' exposure to fair value changes arising from changing interest rates. It is also
a measure of how quickly your investment will be repaid. For example, a portfolio with duration of
two means the value of the portfolio will decrease by 2% for every I% rise in interest rates.
Likewise, for every drop in interest rates of I%, the value of the portfolio will increase by 2%.
Consequently, the longer the duration, the greater the risk to the value of the portfolio as interest
rates changed. See below for specific duration by segment.
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THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA
Notes to Statement of Cash and Investments
(Cash Receipts and Disbursements Basis)
March 31, 2011

Internally Managed Segment
This segment of the portfolio was managed against the Merrill Lynch 3 Month Treasury Bill index.
At March 31, 20 I I, the benchmark duration was 0.25 and the portfolio weighted average duration
was pennitted to vary from the duration by plus or minus 0.20. As of March 31, 20 I I, the

investments and durations for this segment were as follows:

U.S. Treasury securities

$

Federal agency securities
Bankers' acceptances

Commercial paper
Corporate notes

Municipal bonds
Local Agency Investment Fund
Weighted average duration

Book value

Fair value

12,185,825
322,721,248
1,602,155
88,980,000
66,460,452
61,402,326
40,700,000

12,742,767
321,443,844
1,602,117
88,977,655
63,049,500
61,403,389
40,700,000

Duration
6.46
0.13
0.02
0.24
0.03
0.24

Externally Managed Segment
This segment of the portfolio was managed against the Merrill Lynch U.s. Corporate and
Government, one to five years, A Rated and above index. At March 31, 2011, the benchmark
duration was 2.57 and the portfolio weighted average duration was permitted to vary from the
duration by plus or minus 1.50. As of March 31, 20 II, Metropolitan's investments and durations for
this segment were as follows:

U.S. Treasury securities
U.S. guarantees - GNMA's
Federal agency securities
Corporate notes
Shares of beneficial interest
Asset- and mortgage-backed
securities
Weighted average duration

$

Book value

Fair value

149,083,592
154,475
59,487,974
50,753,949
1,088,344
43,061,041

148,829,259
157,349
61,487,128
52,260,552
1,088,344
43,158,077

Duration
2.47
5.90
2.95
2.81
0.99
2.41
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THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA
Notes to Statement of Cash and Investments
(Cash Receipts and Disbursements Basis)

March 31, 2011

Bond Reserves and Lake Mathews Segments
Investments in the bond reserves segment were managed based on the requirements of each of the
bond issues. Per Board authorization, the Treasurer was authorized to invest these moneys in excess
of five years. As of March 31,20 I I, Metropolitan'S investments and durations for this segment were

as follows:

U.S. Treasury securities
Federal agency securities

$

Corporate notes

Municipal bonds

Book value

Fair value

30,996,729
8,324,359
474,216
93,385,366

31,992,452
8,153,482
479,595
90,385,609

Duration

8.20
0.33
0.50
5.08
5.53

Weighted average duration

Credil Risk - Credit risk was managed by purchasing investments with the nationally recognized
credit ratings specified in Metropolitan's investment policy. Additionally, the policy required
monitoring the credit ratings of securities held in the portfolio, and if the securities' credit ratings
were downgraded, evaluating their potential sale. For certain securities, additional requirements

included consideration of net worth, length of time in business, and specified market values.
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THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA
Notes to Statement of Cash and Investments
(Cash Receipts and Disbursements Basis)

March JI, 2011

Presented below is the minimum rating required, if applicable, by investment type pursuant to
Metropolitan's investment policy.
Ratin~

Security type

U.S. govemment and agencies

No minimum rating required.

Bankers' acceptances, Commercial paper, and
Negotiable certificates of deposits

Prime quality of the highest letter and number
rating (A 1, PI, F1, or higher) as provided by a
nationally recognized statistical rating organization
(Moody's Investors Service, Inc., Standard &
Poor's Ratings Services, and Fitch Ratings).

Repurchase agreements

Primary dealers with a Moody's Investor's
Service, Inc, or equivalent, rating of "A" or
beller.

Time deposits

Prime quality of the highest leller and number
rating (A I, PI, FI, or higher) as provided by
Moody's Investors Service, Inc., Standard and
Poor's Ratings Services, and r-itch Ratings.
Credit requirement may be waived for the
maximum deposit that is insured by Ihe Federal
Deposit Insurance Corporation.

Corporate notes

Rating category of at least "A" or its equivalent
or better by a nationally recognized rating
service.

Asset and mortgage backed securities

Issuer must have an "A" or higher rating for
the issuer's debt as provided by a nationally
recognized rating service and the security must
be rated in a category of "AAA" by a
nationally recognized rating service.

Local Agency Investment Fund

Not applicable.

Shares of beneficial interest

Highest ranking of the highest letter and
numerical rating provided by not less than two
nationally recognized rating agencies.

Investment contracts

Not applicable. Limited to guaranteed
investment contracts, or agreements
collateralized with U.S. Treasury or agency
securities.

Callfomia Local Agency Securities
(Municipal bonds)

Securities with a maturity in excess oftive
years must have a credit rating of at least "AN'
(may be insured) and an underlying credit
rating of "A" or better by a nationally
recognized rating service.
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THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA
Notes to Statement of Cash and Investments
(Cash Receipts and Disbursements Basis)
March 31, 2011

At March 31,2011, Metropolitan's portfolio was invested in the following securities by rating:

Rating
U.S. Treasury securities
U.S. guarantees - GNMA 's
Federal agency securities
Shares of beneficial interest
Asset- and mortgage-backed

AAA
AAA
AAA(4)
AAA

securities

AAA
A(1)(2)

Corporate notes
Commercial paper
Bankers' acceptances
Municipal bonds
Local Agency Investment Fund

A1/PI(I)

FI(1)
")
(3)

Total portfolio

Book value

Fair value

192,266,146
154,475
390,533,581
1,088,344

193,564,478
157,349
391,084,454
1,088,344

43,061,041
117,688,617
88,980,000
1,602,155
154,787,692
40,700,000

43,158,077
115,789,647
88,977,655
1,602,117
151,788,998
40,700,000

S 1,030,862,051

1,027,911,119

S

'"

A or better example, F I+, AI +, AA, or AAA. $99.5 million of municipal bonds are rated
AAA.

(l)

Included defaulted, unrated Lehman Notes with a book value of $5.272 million and fair value
of $1.354 million. Ratings with Moody's Investor Service and Standard & Poor's were
A3/Baal.

(3)

LAIF is not rated. However, securities purchased by LAIF are rated and in accordance with
the State of California's investment policy.

")

Included $2.128 million posted collateral with Morgan Stanley, pursuant to various
agreements.

Concell/ralion of Credil Risk - In accordance with Metropolitan's investment policy, the
requirements for limiting concentration of credit risk defined the maximum percentage allowable for
investment in each security type as well as the percentage allowable for investment by issuer per
type. Generally, the maximum allowable for investment by security type varied from 20%, for asset
and mongage backed securities, to 100% for U.S. Treasury and agency securities. The percentages
of investments that can be purchased by a single issuer, within each security type, ranged from 5%,
for asset backed securities, to 10% for bankers' acceptances.

8

(Continued)

THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA
Notes to Statement of Cash and Investments
(Cash Receipts and Disbursements Basis)
March 31, 2011

The following table identifies Metropolitan's limits and the percent invested by security type at fair
value as of March 31,2011:

Investment
policy limit

100010

U.S. Treasury securities
U.S. guarantees - GNMA 's
Federal agency securities
Shares of beneficial interest
Asset- and mortgage-backed securities
Corporate notes
Commercial paper
Bankers' acceptances
Municipal bonds
Local Agency Investmeni Fund

100
100
20
20
30
25
40
30
N/A

Total portfolio

Percentage of
portfolio
18.83%
0.01
38.05
0.10
4.20
11.26
8.66
0.16
14.77
3.96
100.00%

As of March 31, 2011, Metropolitan had the following investments (obligations of the
U.S. government or obligations explicitly guaranteed by the U.S. government are not listed)
representing 5% or more of the net investments:

Federal
Federal
Federal
Federal

Home Loan Bank
Home Loan Mtge Corp.
Farm Credit Bank
National Mlge Assoc.

$

Book value

Fair value

63,993,722
115,704,019
74,694,534
155,896,140

63,767,081
115,277,232
74,562,598
155,828, I05

Concentration
6.20%
11.21
7.25
15.16

Custodia! Credit Risk - At March 31,2011, all of Metropolitan's investments were insured or
registered or were held, in Metropolitan's name, in safekeeping in Metropolitan's bank, which was
not counterparty to the investment transactions. Exceptions were $40.7 million in deposits in the
California State managed LAIF and $2.128 million in collateral posted with Morgan Stanley. The
LA1F, created by California statute, is part of a pooled money investment account. The LAIF has
oversight by the Local Investment Advisory Board, which consists of five members designated by
statute. The Chairman is the State Treasurer, or his designated representative.
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THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA
Notes to Statement of Cash and Investments
(Cash Receipts and Disbursements Basis)

March JI, 2011

(c)

Restricted Cash lmtllllvestmelJls
Metropolitan has established a number of separate accounts, also referred to as funds, to provide for
specific activities in accordance with special regulations, bond covenants, and trust arrangemenL<>.
These accounts were classified as "restricted." Most restricted accounts had minimum cash and

investment balance requirements and all were nondiscretionary in terms of the use of assets. Among
other things, the restricted amounts provided for payments of debt service on Metropolitan's bonds;
reserves for principal and interest on outstanding bonds; payments for arbitrage tax rebate;
construction of capital assets; payment of Metropolitan's operations and maintenance expenses; and
payment of costs related to the closure and post closure maintenance of Metropolitan's solid waste
landfill facility.
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Tilt: METROI'OLlT'AN WA'n:R DISTRICT
OF SOUTllEltN CALlFOR..... IA
Schedule of Cash Receipts and Disbursemc11ls by Fund Category and in TOl:l1
(Cash Re<:eipts and Disbursemenls 1l.1sis)
Nine Momhs ended March 31. 2011
(UnaudilCd)

Opcrftting
flJnds
Cash and in"esune!lls at July 1. 2010. at book value

S

Re<:cipts:
Tax collections, net
Watersalcs
Wheeling/exchange
Readiness-to-servc charge
Capacity charge
Power r~'Co"eries
Investment income
Prt)Cl'cds from debt issuances, nel
Reimbursemems
Other collections

-

749,827,842
37.093.714
68,521,924
21.095.973
18.933,227
6.651.071
817,994
32,481.214
14,463.820

Total rceeipts
\merfund transfers
Disbursements:
Operations and maintenance
Oper~ting C<Juipment, net
Construction
State Water COntmel:
Capila1 paymems
Minimum operMions lind maimenance
Off-aqul'\luct power facilities
VlIriable power eo.ts
Cr...'<lit (note 3)
eRA - power
Water supply prognullS
Debt service - other
Debt service on Metropohllln Water District bonds
Othcr

Construction
funds

RftlC
stabilization
funds

295.914.172

170.482.888

78,442.308

37,705.044

4.195,046
-

--

437.534

2,937.567
248,098,835
2,575.294
145.589

949,886.779

42.337.624

253,757.285

(335.358.302)

217,921,486

16,583.042

-

284,1\83.658
1,889,653
17,604.895

137,150,451
34,602,470
82.173.927
(6.294,990)
39,068.334
95,438,718
8,160.139

-

-

290.465,886

176,556.858

-

--

--

-

\.359.oJ2
\.359.032

-

Stftte
contract
funds
68.329.000
19,229.599

3406.433
-

416,699

694,856,057

Other trust and escrow bank account transactions, nct (note 2)

290,465,886

-

8,403.481

S

400,857,272

265,707,396

176.556,858

264,266,35i

Sec ac<:ompanying notes to sehedule of cash r...'<:eipt5 and disbursements by fund calegory and in lotal (cash receipts and disbursements basis).

"

79,801,340

Trust
and other
funds
993.951

-

-

16.\ 13
141.327,234

-

19,992,731

141.343.347

98,8406.022

2.007,752

156,136.591

-

28,489,436

-

(17.813,286)

-

178.802

Total disbursements. l1el
Cash and in,-esltnents at March 31,2011 at book value

472,m.371

sen'iee
funds

l~bt

166,812,741

20,355,012

--

Total
1.086,943.690
56,934.643
749,827,842
37,093.714
68.521,924
21.095.973
18,933,227
15,505.262
390,244,063
35.os6.508
15,463,642
1.408,676.798

284,883.658
1,889,653
194,161,753

1.044

156,136.591
137,150.451
63,091,906
82,173.927
(24.108,276)
39,068.334
95,438,718
8,160.139
290,465,886
179$46

\,044

1,328,692,586

(143.404,715)
939,291

(135,001,234)
1,031,926,668

THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA
Notes to Schedule of Cash Receipts and Disbursements
by rund Category and in Total

(Cash Receipts and Disbursements Basis)
March 31,2011
(Unaudited)

(I)

Significant Accounting Policies
The accompanying schedule of cash receipts and disbursements, by fund category and in total, has been
prepared by management for the purpose of presenting the cash and investments arising from cash
transactions of The Metropolitan Water District of Southern California (Metropolitan) for the nine months
ended March 31, 2011, on the cash receipts and disbursements basis of accounting in accordance with
established Metropolitan policy.

Financial statements prepared on the cash receipts and disbursements basis, which is a comprehensive
basis of accounting other than U.S. generally accepted accounting principles, may differ from presentations
under U.s. generally accepted accounting principles since certain revenues and related assets are
recognized when received rather than when earned, and certain expenses are recognized when paid rather
than when the obligations are incurred. Accordingly, the accompanying schedule is not intended to present
Metropolitan's financial position and results of operations in conformity with U.S. generally accepted
accounting principles.
Metropolitan's investments are reported at fair value on the statement of cash and investments. To
facilitate reconciliation between the schedule of cash receipts and disbursements, by fund category and in
total and the statement of cash and investments, cash and investments have been presented in the statement
of cash and investments as of March 31, 20 II, at both book value (cost plus accreted discount and/or
minus premium amortized) and fair value.
(2)

Bond Refundings
When long term debt is defeased with the issuance of refunding debt, the net proceeds of the new debt are
wire transferred directly to the escrow agent by the purchasers and recorded as a transfer to escrow
account. During the nine months ended March 31, 20 II, refunding debt with a total par value of
$128,330,000 was issued and net proceeds totaling $141 ,327,234 (including discounts, premiums, and cost
of issuance) and $2,006,708 were wire transferred to the escrow agent by purchasers and Metropolitan,
respectively. When long lerm debt is cash defeased, required funds are transferred 10 an escrow agent.
During the nine months ended March 31,2011, no debt was cash defeased.

(3)

State Water Contract Credit
The Department of Water and Resources invoices Metropolitan annually for capital and minimum
operating, maintenance, and power costs and monthly for variable power costs. The invoices include some
estimates based on information known at the time. The estimates are adjusted based on actual expenditures.
The adjustments are refunded to Metropolitan as billing credits.
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THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA
Notes to Schedule of Cash Receipts and Disbursements
by rund Category and in Total

(Cash Receipts and Disbursements Basis)
March 31,2011
(Unaudited)

(4)

Description of Currently Active Funds of Metropolitan by Fund Category
((I)

Operating Funds
•

General Fund (Fund No. 1001)
This fund was established in 1929. This fund contains operating revenues and other moneys
not specifically allocable to other funds and may be used for general purposes of Metropolitan.
In practice, this fund is used 10 finance reimbursable works and, since 1990, to pay for capital
costs incurred under contracts with the Imperial Irrigation District (II D) and others for
specified water conservation projects.

•

Water Revenue Fund (Fund No. 1002)

This fund was established in 1975. Receipts from water sales and standby charges are
deposited in this fund and are tnmsferred to various other funds in al:cordance with revenue
bond covenants and other Board of Director's resolutions to pay in order of priority:
Operation and maintenance expenditures
Debt service on outstanding revenue bonds and commercial paper
Water Standby Charge Fund
Any other obligations, which are charges, liens, or encumbrances upon operating
revenues.
Moneys remaining at the end of each month, after the foregoing transfers, are transferred to the
Revenue Remainder Fund.
•

Operations and 1aintenance Fund (Fund No. 1003)

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

Revenue Remainder Fund (Funds No. 1004)
This fund was established in 1975. Moneys remaining in the Water Revenue Fund at month
end, after meeting the priority expenditures set forth in the bond resolutions, are transferred to
this fund and may be used for any lawful purpose by Metropolitan. As specified by
Section 5202(a) of the Administrative Code, the minimum balance to be held in the Revenue
1]

(Continued)

THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA
Notes to Schedule oreash Receipts and Disbursements
by rund Category and in Total

(Cash Receipts and Disbursements Basis)
March 31,2011
(Unaudited)

Remainder Fund as of June 30 of each year shall be equal to the portion of fixed costs of
Metropolitan estimated to be recovered by water sales revenues for the 18 months beginning
with the immediately succeeding July. Such funds are to be used in the event thai revenues are
insufficient to pay the costs of Metropolitan. Amounts remaining in the Revenue Remainder
Fund and Replacement and Refurbishment Fund, collectively, on June 30 of each year, after
meeting the requirements set forth in Sections 5202(a) and (b), shall be transferred to the
Water Rate Stabilization Fund and, to the extent required under Section 5202(d), to the Water
Treatment Surcharge Stabilization Fund.

•

Water Standby Charge Fund (Fund No. 1005)
This fund was established in 1992. Revenues attributable to water standby charges are
transferred to this fund, which is treated as an operating fund for financial reporting purposes.
Moneys in this fund are used exclusively for the purpose for which the water standby charge
was imposed.

•

Water Transfer Fund (Fund No. 1007)
This fund was established in 1995. This fund is used for the purpose of purchasing water
through transfers or similar arrangements and for the costs of filling Diamond Valley Lake.

•

Self Insured Retention Fund (Fund No. 1008)
This fund was established in 1999. This fund is used for emergency repairs and claims against
Metropolitan. The minimum balance of the fund as of June 30 of each year is $25 million.

•

Water Stewardship Fund (Fund No. 1009)
This fund was established in 2005. This fund is used to collect re\ienue from the Water
Stewardship Rate and to pay costs associated with water recycling, seawater desalination,
conservation, brackish water desalination, or other demand management programs. These
funds can also be used to fund administrative costs associated with these programs. Funds may
be used as directed by the Board, for other lawful purposes, in accordance with
Section 5201 (p) and Section 5202(d).

•

Center for Water Education Fund (Fund No. 1010)
This fund was established in 2007. This fund is used to complete construction of and
temporarily maintain the water education facility at Diamond Valley Lake, and assist the
Center in paying the reasonable and appropriate value of its debts.
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(b)

Deb, Service Funds
Interest and Principal Funds and Reserve Funds are established for each bond issue. The cash and
securities in each fund are equal to the minimum required by the resolutions of issuance for such
bonds.

(c)

Coltstruction Funds
•

Water Revenue Bonds, 2008 Series A Construction Fund (Fund No. 4026)
This fund was established in 2008. Net proceeds from the sale of the revenue bonds were
deposited in this fund and are used to pay costs of construction of Metropolitan's capital

improvement program and certain costs of issuance of these bonds.
•

Water Revenue Bonds, 2008 Series B Construction Fund (Fund No. 4027)
This fund was established in 2008. Net proceeds from the sale of the revenue bonds were
deposited in this fund and are used to pay costs of construction of Metropolitan's capital
improvement program and certain costs of issuance of these bonds.

•

Water Revenue Bonds, 2008 Series C Construction Fund (Fund No. 4028)
This fund was established in 2008. Net proceeds from the sale of the revenue bonds were
deposited in this fund and are used to pay costs of construction of Metropolitan's capital
improvement program and certain costs of issuance of these bonds.

•

Water Revenue Bonds, 2008 Series 0 Construction Fund (Fuod No. 4029)
This fund was established in 2009. Net proceeds from the sale of the revenue bonds were
deposited in this fund and are used to pay costs of construction of Metropolitan's capital
improvement program and certain costs of issuance of these bonds.

•

Water Re\'cnue Bonds, 2010 Series A Construction Fund (Fund No. 4030)
This fund was established in 2010. Net proceeds from the sale of the revenue bonds were
deposited in this fund and are used to pay costs of construction of Metropolitan's capital
improvement program and certain costs of issuance of these bonds.

•

Replacemenl and Refurbishment (Formerly, Pay as you Go) Fund (Fund No. 5001)
Used 10 finance certain capital program expenditures from current revenues in accordance with
Section 5109 of the Administrative Code. As specified by Section 5202(b) of the
Administrative Code, the end of year balance may not exceed $95 million. Available moneys
in excess of $95 million at June 30 shall be transferred to the Water Rate Stabilization Fund,
unless otherwise determined by the Board.
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•

Revolving Construction Fund (Fund No. 5003)

This fund was established in 1988. Capital expenditures made from this fund are to be
reimbursed with proceeds from security sales to the extent such expenditures are authorized
uses of debt proceeds under the Metropolitan Water District Act. As specified in
Section 5201 (g) oflhe Administrative Code, there is no minimum balance requirement for this
fund.
(d)

Rale Swbilizfllioll Funds

•

Water Rate Stabilization Fund (Fund '0.5501)
This fund was established in 1987. This fund is for the principal purpose of reducing water
revenue requirements in order to smooth water rate adjustments over time. As specified in
Sections 5202(b) and (c) of the Administrative Code, amounts that exceed the Board's
Revenue Remainder and Replacement and Refurbishment Funds requirements on June 30 of
each year are transferred to this fund. except as required under Section 5202(d).
Notwithstanding the principal purpose of this fund, amounts assigned may be used by the
Board for any lawful purpose.

•

Water Treatment Surcharge Stabilization Fund (Fund No. 5502)
This fund was established in 1988. This fund is used for the principal purpose of mitigating
required increases in the surcharge for water treatment. Notwithstanding the principal purpose
of this fund, the Board may use amounts assigned to this fund for any lawful purpose of
Metropolitan. After making the required year end transfer to the Water Rate Stabilization Fund
required by Section 5202(c) of the Administrative Code, a detennination is made to identify
the portion, if any, of such transferred moneys attributable to collections of treatment
surcharge revenue in excess of water treatment cost. Such moneys are then transferred to the
Water Treatment Surcharge Stabilization Fund. If the calculation detemlines a deficiency in
treatment surcharge revenue, a transfer of moneys will be made to this fund as needed to
reimburse amounts used for the deficiency.

(e)

Stllte COllfrllct FUllds

•

Stale Contract Fund (Fund No. 5701)
This fund was established in 1960. Items billed to Metropolitan as capital charges under the
State Water Contract, including the capital costs of ofT aqueduct power facilities, are paid from
this fund. Revenues from sales of water are transferred to this fund to meet most costs, with
the residual met from ad valorem property lax revenues and annexation fees, as detennined by
the formula in Chapter 3 of Division IV of the Administrative Code or Board action. As
specified by Section 5201(d) of the Administrative Code, the required minimum balance to be
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held as of June 30 and December 31 of each year shall equal the capital payments due on
July I of the same calendar year and January I of the following calendar year, respectively.

•

Special Tax Fund (Fund No. 5702)
This fund was t:stablished in 1951. Anm:xation fees (cash payrnt::nts and spt:cial tax
collections) are deposited in this fund and are transferred to the State Contract Fund to pay a
portion of Metropolitan's State Water Contract capital charges. As specified by
Section 5201(e) of the Administrative Code, there is no minimum balance requirement for this
fund.

(j)

Trust lind Other Funds
•

Iron Mountain Landfill Closure/PostcJosure Maintenance Trust Fund (Fund No. 6005)
This fund was established in 1990. This fund is used as a trust fund to maintain moneys to be
used for the costs of closure and postclosure maintenance of Metropolitan's solid waste
landfill facility at Iron Mountain, in accordance with regulations of the California Integrated
Waste Management Board.

•

Lake Mathews Multi Species Reserve Trust Fund (Fund No. 6101)
This fund was established in 1997. This fund is used solely for the purposes described in the
terms and conditions set forth in the agreement between Metropolitan and the Riverside
County Habitat Conservation Agency (RCHCA). Metropolitan has conveyed conservation
easements to RCHCA for consideration, which Metropolitan holds in trust. The funds are used
to protect and enhance the habitat value.

•

Bond Excess Earnings Funds
Bond Excess Earnings Funds are established for each bond issue. The minimum requirement is
equal to the amounts deposited into these funds in accordance with the provisions of the Tax
and Nonarbitrage Certificates and Resolutions for the respective bonds.
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