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® Swap Quarterly Report

Summary

The attached quarterly report provides a summary of outstanding interest rate swaps in accordance with
Resolution No. 8773, as amended, and Section 5922 of the California Government Code.

Attachments

Attachment 1 - Swap Report — March 2013

Date of Report: 4/9/2013
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. THE METROPOLITAN WATER DISTRICT
. OF SOUTHERN CALIFORNIA

Date: April 8, 2013

To: Finance and Insurance Committee

From: Gary Breaux, Assistant General Manager/Chief Financial Officer
Subject: Swap Quarterly Report, March 2013

This letter provides a summary of the interest rate swaps outstanding as of March 31, 2013.
These transactions are consistent with board policy and Section 5922 of the California
Government code, and have been executed to reduce debt service costs and reduce duration and
interest rate risk.

As approved by the Board, Metropolitan has $1.06 billion in outstanding interest rate swaps.
These transactions and their associated bonds have resulted in $90.3 million in savings through
the date of this report. The mark-to-market value plus the accrued interest of the swap portfolio
is a negative $148.0 million, reflecting interest rates as of March 31, 2013, which was
significantly lower than when these swaps were executed. Net exposure to all counterparties is
within board-approved guidelines. As of March 31, 2013, Metropolitan had $16.9 million of
collateral posted with Morgan Stanley.

Staff will continue to monitor the market for opportunities and work with the committee on
transactions that meet Metropolitan’s policies and financial objectives.

\

Gary Breaux
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Swap

2004C (3)
July 2005
2002B (1)
2004 Basis (1)
2003

2004 Basis-Amended
2006 (3)

July 2005
2002A
2004A (3)
2004C (3)
2003 (2)

2006 (2)(3)
Total
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QOutstanding Swaps By Counterparty

Amount Outstanding

$ 46,892,250
$ 58,547,500
$ 33,180,300
$125,000,000
$163,987,500
$125,000,000
$ 20,697,500
$ 58,547,500
$ 88,694,700
§ 94,530,000
$ 57,312,750
$163,987,500
§ 20.697.500

$1,057,075,000

Swap Counterparty

Citigroup Financial Products Inc.
Citigroup Financial Products Inc.
JPMorgan Chase Bank

JPMorgan Chase Bank

JPMorgan Chase Bank

JPMorgan Chase Bank

JPMorgan Chase Bank

JPMorgan Chase Bank

Morgan Stanley Capital Services Inc.
Morgan Stanley Capital Services Inc.
Morgan Stanley Capital Services Inc.
Deutsche Bank AG

Deutsche Bank AG

(1) Interest rate swaps formerly with Bear Stearns Financial Products, Inc.,
which merged with JPMorgan Chase Bank, effective May 26, 2009.

(2) Interest rate swaps were novated from UBS AG to Deutsche Bank AG,
effective July 22, 2010.

(3) Partially terminated effective June 28, 2012.
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Summary of Counterparty Exposure and Notional Amount

($ in Millions)
March 31, 2013

Swap Counterparty Notional Amount Qutstanding (1) Net Exposure (2)
Citigroup Financial Products Inc. $105.4 $(17.2)
JPMorgan Chase Bank (3) 526.4 (52.8)
Morgan Stanley Capital Services Inc. 240.6 (40.7)
Deutsche Bank AG (4) 184.7 37.3

Total $1,057.1 $(148.0)

(1) Metropolitan’s Master Swap Policy, adopted by the Board on September 11, 2001, states
“The sum total notional amount per swap counterparty may not exceed 25 percent of
Metropolitan’s total revenue bond indebtedness.” As of March 31, 2013, Metropolitan’s
total revenue bond indebtedness was $4.45 billion. No swap counterparty currently
exceeds the limitation of $1.11 billion.

(2) Shown from Metropolitan’s perspective. Amounts in parenthesis (negative) mean that
Metropolitan would pay the counterparty upon termination of all transactions. Positive
amounts mean that the counterparty would pay Metropolitan. Includes mark-to-market
fair value and accrued interest.

(3) Effective May 26, 2009, JPMorgan Chase Bank merged with Bear Stearns Financial
Products, Inc. (BSFP) and assumed the obligations of $269.1 million of Metropolitan’s
interest rate swaps with BSFP.

(4) Deutsche Bank AG replaced UBS AG as counterparty effective July 22, 2010.
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Counterparty Credit Ratings

As of March 31,2013
Credit Rating
Swap Counterparty S&P/Moody’s/Fitch
Citigroup Financial Products Inc. A-/Baa2/A
JPMorgan Chase Bank A+/Aa3/A+
Morgan Stanley Capital Services Inc. A-/Baal/A
Deutsche Bank AG A+/A2/A+
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Metropolitan is authorized to enter into interest rate swap transactions with qualified swap
counterparties as outlined in its Master Swap Policy. Qualified swap counterparties must be
rated at least “Aa3,” or “AA-,” or equivalent by any two of the nationally recognized rating
agencies (Moody’s, Standard and Poor’s, and Fitch); or have a “AAA” subsidiary as rated by at

least one nationally recognized credit rating agency.

Rating Agency Ratings
Standard & Poor’s Moody’s
AAA Aaa
AA+ Aal
AA Aa2
AA- Aa3
A+ Al
A A2

A- A3

Fitch
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Swap
Transactions

2001 Series B
2002 Series A-B
2003 Series
2004 Series
2004 Series C
2006 Series
2006 Series A

Total

2002 Receiver Swap

2004 Basis Swap

2006 CMS Swap

2005 Basis Swap
Total

Total Savings To-Date

Debt Service Savings
As of March 31, 2013

Projected Savings

To-Date

$15.8 Million
7.6 Million
11.8 Million
11.2 Million
6.6 Million
3.7 Million

1.0 Million

$57.7 Million

NA
NA
NA
NA
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Actual Savings
To-Date

$ 8.7 Million
10.8 Million
16.9 Million
13.6 Million
8.6 Million
4.9 Million
1.2 Million

$64.7 Million

$15.4 Million
6.3 Million (1)
0.3 Million (2)
3.6 Million 3)

$25.6 Million

$90.3 Million

(1) Includes impact of accumulated cash-flow savings and the $1.05 million receipt for the

01/02/08 amendment of the JPMorgan 2004 Basis Swap.

(2) Includes accumulated impact of negative cash-flow and the $1.05 million termination

receipt of 12/17/07.

(3) Accumulated cash-flow savings and the $2.7 million termination receipt of 1/11/07.
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