THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
MINUTES
FINANCE AND INSURANCE COMMITTEE

March 10, 2014

Chair Grunfeld called the meeting to order at 9:00 a.m. in Committee Room 2-145 at
Metropolitan's Headquarters.

Members present. Chair Grunfeld, Vice Chair Barbre, Directors Apodaca (entered at
10:05 a.m.), Dear, De Jesus, Evans, Lewinger, Touhey (entered at 9:26 a.m.), and Vasquez
(entered at 9:33 a.m.).

Members absent: Directors Kurtz and Wunderlich.

Other Board members present: Directors Ackerman, Arceneaux, Ballin, Blois, Brown, Dick,
Edwards, Griset, Hogan, Lefevre, Morris, Mudd, Peterson, Record, and Steiner.

Staff present: Beatty, Bennion, Breaux, Brooks, Burman, K. Cole, Clairday, Coffey, Dunn,
Ghaly, Goldstein, J. Gonzales, J. Green, G. Johnson, Kightlinger, Man, Mares, Marumoto,
Norris, Odwak, Pellegrini, D. Phan, Philp, Pitman, Riss, Scully, Skillman, Soper, O. Tucker,
Upadhyay, E. Young, and Zinke.

1. OPPORTUNITY FOR MEMBERS OF THE PUBLIC TO ADDRESS THE
COMMITTEE ON MATTERS WITHIN THE COMMITTEE'S JURISDICTION
Dennis Cushman, Assistant General Manager of the San Diego County Water Authority,

spoke on Agenda Item 8b: Proposed rates for calendar years 2015 and 2016.

2. APPROVAL OF THE MINUTES OF THE FINANCE AND INSURANCE
COMMITTEE MEETING HELD FEBRUARY 10, 2014.

Motion: Carried

Moved: Director Dear Seconded:  Director Barbre
Ayes: Directors Barbre, De Jesus, Dear, Evans, Grunfeld, and Lewinger
Noes: None

Abstentions:  None
Absent: Directors Apodaca, Kurtz, Touhey, Vasquez, and Wunderlich
The motion passed by a vote of 6 ayes, 0 no, 0 abstain, and 5 absent.
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3. MANAGEMENT REPORTS
a. Subject: Report on investment activity

Presented by: Treasurer Roger Marumoto

Mr. Marumoto noted that the Disabato Advisers’ Quarterly Investment Report as of
December 31, 2013 is available to Directors on Metropolitan’s website. He also
reported on the investment portfolio for the month of February detailing the portfolio
durations and investment performance of both short-term and long-term portfolios.

b. Subject: Financial highlights

Presented by: Chief Financial Officer Gary Breaux

Mr. Breaux discussed the cumulative water sales through the month of February.

4. CONSENT CALENDAR ITEMS - ACTION

7-1 Subject: Grant conditional approval for 43rd Fringe Area Annexation to
Western Municipal Water District and Metropolitan; and adopt
resolution of intention to impose water standby charge

Presented by: None

Motion: Adopt the CEQA determination that the proposed action is not
subject to CEQA and is categorically exempt, and

a. Grant conditional approval for the 43rd Fringe Area
Annexation concurrently to Western and Metropolitan,
conditioned upon receipt in full of annexation fee of
$228,595.58 to Metropolitan if completed by
December 31, 2014, or if completed later, at the then-
current annexation charge rate;

b. Approve Western’s Water Use Efficiency Compliance
Statement with the current Water Use Efficiency
Guidelines; and

c. Adopt the resolution of intention to impose water standby
charge within the proposed annexation territory,
substantially in the form of Attachment 3 in the board
letter.

Moved: Director Lewinger Seconded:  Director Evans
Ayes: Directors Barbre, De Jesus, Dear, Evans, Grunfeld, and Lewinger

Noes: None
Abstentions:  None
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Absent: Directors Apodaca, Kurtz, Touhey, Vasquez, and Wunderlich

The motion passed by a vote of 6 ayes, 0 no, 0 abstain, and 5 absent.

7-2 Subject: Adopt final resolutions for annexation and water standby charge
levy for Annexation No. 98 to Calleguas Municipal Water District
and to Metropolitan

Presented by: None

Motion: Review and consider information provided in the certified Final
Environmental Impact Report and adopt the Lead Agency’s findings
related to the proposed actions, and

a. Adopt resolution granting Calleguas’ request for
approval of Annexation No. 98 concurrently to Calleguas
and Metropolitan and establish Metropolitan’s terms and
conditions for the annexation, conditioned upon approval
by Ventura Local Agency Formation Commission, and
upon receipt of annexation fee of $487,059.66; and

b. Adopt resolution to impose water standby charge at a rate
of $9.58 per acre, or per a parcel of less than one acre,
within the proposed annexation area.

Moved: Director Lewinger Seconded:  Director Evans
Ayes: Directors Barbre, De Jesus, Dear, Evans, Grunfeld, and Lewinger
Noes: None

Abstentions:  None
Absent: Directors Apodaca, Kurtz, Touhey, Vasquez, and Wunderlich

The motion passed by a vote of 6 ayes, 0 no, 0 abstain, and 5 absent.

5. OTHER BOARD ITEMS - ACTION

None

6. BOARD INFORMATION ITEMS

None
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7. COMMITTEE ITEMS
a. Subject: Oral report on June 30, 2013 OPEB Actuarial Valuation

Presented by: John Bartel, Bartel and Associates

Mr. Bartel gave an overview of Metropolitan’s Retiree Healthcare Plan Valuation
Summary.

Director Touhey entered the meeting at 9:26 a.m.

Several questions and comments were raised by directors and Mr. Bartel and staff
responded.

Director Vasquez entered the meeting at 9:33 a.m.

8. BUDGET AND RATE DISCUSSION

a. Subject: Proposed biennial budget and revenue requirements for fiscal years
2014/15 and 2015/16, and ten-year financial forecast

b. Subject: Proposed rates for calendar years 2015 and 2016
Presented by: Section Manager June Skillman
Group Manager Gordon Johnson and

Chief Financial Officer Gary Breaux

Ms. Skillman gave an overview of the Operational & Maintenance and Departmental
budgets and discussed the responses to questions from the last budget workshop.

Mr. Johnson gave an overview of the proposed biennial Capital Investment Plan
budget.

Director Apodaca entered the meeting at 10:05 a.m.
Several questions and comments were raised by directors and staff responded.
Director Lewinger made a motion requesting staff bring back various forms of fixed
revenue (not just treated water fixed revenue) to the Board for consideration over the

next four months.

The motion failed due to lack of a second.
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Mr. Breaux discussed the F&I Committee and Board proposed actions for April and
the next steps in the budget and rates process.

F&I Committee and Board Actions for April:

Use of reserves over target in FY 2013/14

Ad Valorem tax limit (staff’s recommendation is to continue to maintain the
rate)

Treatment Cost Recovery

Recommended Rates and Charges for Budget

One-year vs. two-year budget

The committee provided the following direction ahead of the actions to be taken by
this committee and the Board in April:

Motion: Use of reserves over target — Recommend proposed use of

estimated $320 million in reserves over the target:

e $100 million deposit to Replacement and Refurbishment (R&R)
Fund to fund a portion of CIP over the next three years

e $100 million deposit to OPEB Trust to lower annual contribution
by $6.5 million per year

e Approximately $120 million to Water Management Fund
(replenishment of storage, transfers, drought response programs)

Moved: Director Dear Seconded:  Director Evans

Ayes: Directors Apodaca, Barbre, De Jesus, Dear, Evans, Grunfeld, Touhey, and
Vasquez

No: Director Lewinger

Abstentions:  None

Absent: Directors Kurtz and Wunderlich

The motion passed by a vote of 8 ayes, 1 no, 0 abstain, and 2 absent.

Ad Valorem tax rate — The committee did not provide direction on this item.

Treatment Cost Recovery — This item was held over for further discussion.

Motion: One-year versus two-year budget — Recommend Biennial Budget

and Rates with formal mid-cycle review by Board required

Moved: Director Dear Seconded: Director Evans
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Ayes: Directors Apodaca, Barbre, De Jesus, Dear, Evans, Grunfeld, Touhey, and
Vasquez
No: Director Lewinger

Abstentions:  None
Absent: Directors Kurtz and Wunderlich
The motion passed by a vote of 8 ayes, 1 no, 0 abstain, and 2 absent.

Motion: Recommended Rates and Charges for Budget — Consider three
alternatives:
1. Staff’s recommendation: 1.5%/1.5%
2. Alternative A: 0%/1.5%
3. Alternative B: 0.75%/1.25%

Moved: Director Evans Seconded:  Director Touhey

Ayes: Directors Apodaca, Barbre, De Jesus, Dear, Evans, Grunfeld, Touhey, and
Vasquez

No: Director Lewinger

Abstentions:  None
Absent: Directors Kurtz and Wunderlich
The motion passed by a vote of 8 ayes, 1 no, 0 abstain, and 2 absent.
The committee discussed whether to schedule another workshop on budget and rates on

March 25, 2014. No workshop was scheduled.

9. FUTURE AGENDA ITEMS

None

Next meeting will be held on April 7, 2014.

Meeting adjourned at 12:09 p.m.

Aaron Grunfeld
Chair



