From: Brenes, Liz

To: Hwang, Jin

Subject: Finalized Letter - City Planning Department - Water Supply Assesment for the Holywood Center Project

Date: Friday, February 1, 2019 10:01:23 AM

Attachments: 1-30-19 - Letter to City Planning Dept - Water Supply Assessment for the Hollywood Center Project - Final.pdf

1-30-19 - Enclosure 2 - Water Supply Assessment for the Hollywood Center Project.pdf
1-30-19 -Enclosure 1. - Resolution - Water Supply Assessment for the Hollywood Center Project.pdf

Hello Jin,

The attached letter is now finalized. Would you like for me to email and send via US Mail?
Also, do all the enclosures get mailed?

Thank you,

Liz Brenes

Water Resources Division

111 N. Hope Street, Room 314

Los Angeles, CA 90012

T. (213) 367-4050

Martha.brenes@Iladwp.com

Confidentiality Notice This electronic message
transmission contains information from the Los Angeles Department of Water and Power,
which may be confidential. If you are not the intended recipient, be aware that any disclosure,
copying, distribution or use of the content of this information is prohibited. If you have
received this communication in error, please notify us immediately by e-mail and delete the
original message and any attachment without reading or saving in any manner.
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January 30, 2019

Mr. Vince Bertoni

Director of Planning

City Planning Department
200 North Spring Street
Room 525, City Hall

Los Angeles, California 90012

Dear Mr. Bertoni:
Subject: Water Supply Assessment for the Hollywood Center Project

The Los Angeles Board of Water and Power Commissioners (Board) adopted the Water
Supply Assessment (WSA) for the Hollywood Center Project at the December 11, 2018
meeting. Enclosed is a copy of the adopted Resolution No. 019 101 and WSA.

The City of Los Angeles Department of Water and Power (LADWP) has prepared the
WSA in compliance with the requirements set forth in California Water Code Sections
10910-10915.

LADWP staff performed the water demand analysis and determined the maximum net
increase in water demand for the Hollywood Center Project is 205 acre-feet per year
(AFY).

A subsequent revised WSA may be required if one or more of the following occurs:

¢ Changes in the Hollywood Center Project result in a substantial increase in water
demand for the Hollywood Center Project

o Changes in the circumstances or conditions substantially affecting the ability of
LADWP to provide a sufficient supply of water for the Hollywood Center Project

e Significant new information becomes available which was not known and could not
have been known at the time the WSA was prepared. If deemed necessary, the
applicant may request a revised WSA through the lead agency.

In an effort to maximize water-use efficiency within the City, LADWP staff recommends
voluntary implementation of additional water conservation measures to maximize the
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potential water-use efficiency for the Hollywood Center Project. The recommended
voluntary conservation measures are in addition to those required by the City’s current
codes and ordinances. A written commitment of the Hollywood Center Project’s water
conservation plans submitted by the applicant is included in Appendix B of the WSA.
LADWP requests the Los Angeles Department of City Planning (City Planning
Department) include the implementation of the water conservation commitments as part
of their approval process for the Hollywood Center Project.

If you have questions, or require additional information, please contact me at
(213) 367-0899.

Sincerely,

David R. Pettiighn
Director of Water Resources

JH:Ib
Enclosures
c: Ms. Mindy Nguyen, City Planning Department
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potential water-use efficiency for the Hollywood Center Project. The recommended
voluntary conservation measures are in addition to those required by the City's current
codes and ordinances. A written commitment of the Hollywood Center Project’s water
conservation plans submitted by the applicant is included in Appendix B of the WSA.
LADWP requests the Los Angeles Department of City Planning (City Planning
Department) include the implementation of the water conservation commitments as part
of their approval process for the Hollywood Center Project.

If you have questions, or require additional information, please contact me at
(213) 367-0899. -

Sincerely,
original signed by

David R. Pettijohn
Director of Water Resources

JH:b
Enclosures e _
c¢: Ms. Mindy Nguyen, City Planning Department

bc: David R. Pettijghn
Delon Kwanf)a/
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Introduction

Proposed major projects subject to certain requirements in the California Water Code
Sections 10810-10915 require that a city or county identify any public water system that

“may supply water to the Hellywood Center Project and request the public water system
provide a Water Supply Assessment (WSA). The WSA is a detarmination by the water
supplier that the demands associated with the Hollywood Center Project were included
in its most recently adopted 2015 UWMP showing that there is an adequate 20-year
water supply.

The City of Los Angeles {City) Department of City Planning (Flanning Department},
serving-as the lead agency as prescribed by the California Environmental Guality Act
{CEQA) {Public Resources Code Section 21000 et seq.), for the Hollywood Center
Project, has identified LADWP as the public water system that will supply water. In
rasponse to Planning Department’s request for a WSA, LADWP has performed the
assessment contained herein.

LADWP has supplied the City with a safe and reliable water supply for over a century.
Over time, the City's water supplies have evalved from primarily local groundwater to
predominantly impotted supplies. Today, the City relies on over 85 percent of its water
from irnported sources. In April 2015, the Mayor released thia City's first ever
Sustainability City pLAn {pLAn) that focused on leng term improvement fo the

environment, economy, and equity in L.os Angefes. The major water resources goals in

the Mayor's pLAn include reduce purchases of imported potable water by 50 percent by
2025, reducing average per capita potable water by 25 percent by 2035, and expanding
all lacal sources of water so that they account for at least 50 percent of the total supply
by 2035. LADWEP has also taken an active role in regicnal and statewide water
management. The sustainability of Los Angeles’ lacal water supplies are dependent on
the City's ability to maximize water conservation, increase recycled water use, expand
stormwater capture, and accomplish other local water rescurce goals.

W3A is prepared to meet the applicable requirements of state law as set forth in
California State Water Code Secfions 10210-108%15. Significant references and data for
W3A are from the City's 2b-year water resource plan, entitled Los Angefes Departrnent
of Wafer and Power Urban Water Management Flan 2015, adopted by the Board of
Water and Power Commissioners {Board} on June 7, 20186. LADWP's 2015 UYWMP is
incorporated by reference and is available for review through LADWP's Web site,

waww. ladwp.com/uwmp.

Findings

The Hollywood Center Project is estimated to increase the total net water demand
within the site by a maximum of 205 acre-feet {AF) annually based on review of
information submitted by Planning Department. MCAF Vine LLC, 1750 North Vine LLC,
1749 MNorth Vine Street LLC, 1770 Ivar LLC, 1733 North Argyle LLC, and 1720 North
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Vine LLC {caollectively, Applicant) has com mitia_d to implement additional water uze
efficiency measures that are beyond those required by current law.

LADWP's WSA finds adequate water supplies will be available to meet the total
additional maximum water demand of 205 AF annually for the Hollywood Center
Project. LADVWP anticipates the projected water demand from the Hollywood Center
Project can be meat durfng normal, single-dry, and multipte-dry water years, in addition to
the existing and planned future demands on LADWP.

WEA approval addresses the City's long-term water supply and demand forecasts to
accommodate the Hollywood Center Project, and is not an approval for water service
conngction. A separate request shall be made to LADWP requesting an evaluation of
water service connection for the Hollywoeod Center Project.

The basis for approving WSAs for developments is LADWP's most recently adopied
UWMP. LADWF s water demand forecast, as contained in LADWP's 2015 UWMP, uses
long-term demographic projections for pepulation, housing, and employment. The
California Urban Water Management Planning Act raquires water suppliers to develop a
UWHMP every five years to identify short-term and long-term water resources
management measures to meet growing water demands during normal, single-dry, and
‘multiple-dry years. If the projected water demand associated with the Hollywood Center
Project was not accountad for in the most recently adopted LADWP 2015 UWMP, WSA
must include a discussion with regard to whether LADWP's total projected water
supplies available during normal, single-dry, and muitiple-dry water years during a 20-
year projection will meet the projected water demand associated with the Hollywood
Center Project, in addition to LADWP's existing and planned future uses.

The City's water demand projection in LADWF's 2015 UWMP was developed based on
the 2012 Regional Transportation Plan (RTP} demographic projection by the Southern
California Association of Governments (SCAG) using the 2010 Unitad States (U.S.)
Census for the City. LADWP’s 2015 UWMP concluded there are adequate water
supplies to meet projected water demands through 2040. Therefore, the City's water
supply projections in LADWP's 2015 UWMP are sufficient to meet the water demand for
projects that are determined by the CEQA lead agency to be consistant with both the
2012 and subsequent 2016 RTPs adopted by SCAG.

Planning Department has determined that the Hollywood Center Project conforms with
the use and intensity of development permitted by the City's General Plan, and that it is
consistent with the demographic prejection for the City from both the 2012 and 2016
RTPs. Based on the information provided by Planning, anticipated water demand for the
Hollywood Center Project falls within LADWP's 2015 UWMP's projected water supplies
for normal, single-dry, and multiple-dry years through the year 2040 and is within the
LADWP 2015 UWMP’s 25-year water demand growth projection. This WSA can be
approved based on the facl that the Hollywood Center Project's water demand falls
within the LADWP 2015 UWMP’s projected increase in citywide water demands, while
anticipating multi-dry year water supply conditions ogourring at the same time.

WATER SUPPLY ASEESIMENT — 5

FIQLLYWDOD CENTER PROJEST





Additionally, LADWF's 2015 UWMP contains a water shortage contingency plan for
multi-year dry nydrological periods. This water shortage contingency plan was
implemented on June 1, 2009, when the Board adopted Shortage Year Rates, and the
City Council implemented the landscape irrigation and prohibited use restrictions
contained In the City's Water Conservation Ordinance (Ordinance).

The City's Water Rate Ordinance, adopted in June 1995, was last amended by the
Board, effective April 15, 2018. The revised rate ordinance restructured the rates to help
further promote consarvation. For example, single family rates switched to a four-fier
sysiem that sends a strong price signal (o deter against wasteful water use. The Board
finds that the price signals contained in the Water Rate Crdinance encourage
conservation and support further reduction in City-wide demand. Past and current
implamentation of water rate price signals and higher ordinance phases have
contributed to reducing the total customer water usage. On average, the total customer
water usage was reduced by approximately 20.4 percent over the time period from
June 2049 to July 2018,

The Hollywood Center Project Description

The following project information was obtained from Planning Department's WSA
Request Letter and the scope confirmation e-mail {Appendix A):

Froject Name: Hollywood Center Project
Lead Agency: Flanning Department
Flanning Gommunity: Hollywoed Cemmunity Plan

The Hollywood Center Project will redevelop an approximately 4.46-acre site of
commercial land uses within the Hollywood Community Plan area of the City far
residential and commercial land uses. The Hollywood Center Project is generally
bounded Yucca Street to the north, Argyle Avenue to the east, Hollywood Boulevard 1o
the south, and Ivar Avenue to the west, and is hifurcated by Vine Street. The porticn of
the preject site located between var Avenue and Vine Street is identffied as the "West
Site,” and the portion located between Vine Street and Argyle Avenue is identifled as
the “East Site.”

The Project's site is currently develeped with a 1,237 square-foot (sq ft) single-story
storage building and surrounding parking lot on the West Site, and the Capitol Reconds
Building, Gogerty Building. and surrounding parking lot on the East Site. As part of the
project, the storage building and surrounding parking (ot on the West Site will be
demolished to support the development of the Hollywood Center Project. The existing
Capital Records Building and Gogerty Building on the East Site would be preservead,
although portions of its supperting parking would be reconfigurad and relocated to the
East Site's parking garage. The existing site has no water demand.
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The Hollywood Center Project proposes to build a mixed-use development within four
new buildings. The West Site will include a 35-story Waest Buiding and an 11-story West
Senior Building. The East Site will include a 48-story East Building and an 11-story East
Senior Building. The Hallywoaod Ceinter Project will develop the site with ane of the
following two development oplions:

The first option, Project, will include 1,005 residential dwelling units with amenities, and
30,176 sguare Test {sq ft) of restaurant uses. The residential amenities will be
comprised of approximately 17,182 sq f{ of lobby space, 27,311 sq ft of lounge space,
9,337 sq fi of health club uses, 7,971 sq ft of office space, 2,470 sq ft of bar, and 4,230
s ft of pool and spa. The project will also include cocling iowers, approximately
676,111 sq ft of coverad parking, and 23,844 sq ft of landscaping. Estimatad net
additional water demand for Project is 183 acre-feet per year (AFY).

The secand option. East Site Hotel Option, will include 884 residential dwelling units
with amenities, a 220-room hotel with amenitias, and 30,176 sq ft of restaurant uses.
The residential amenities will be comprised of approximately 13,682 sq ft of lobby
space, 22,331 sq ft of [ounge space, 12,591 sq ft of health club uses, 3,957 sq ft of
office space, and 2,470 sq ft of bar. The hotel amenities will be cornprised of
approximately 3,227 sq fi of lobby space, 1,956 sq ft of hotel Back of the House, 1,150
sq 7t of health club uses, and 2,907 =g fi of conference room. Outdocr commen space
will include 4,730 sg it of poot and spa. The project will also include canling towers,
approximately 676,111 sq ft of covered parking, and 23,844 sq ft of landscaping.
Eslimatad net additional water demand for Project is 205 AFY.

LADWP staff pariormad the water demand analysis for the two options and determined
the maximum net increase in water demand for the Hollywood Center Project is
205 AFY.

A subszequent revised WSA may be required if one or more of the fallowing occurs:

{1) changes in the Hollywood Center Project result in a substantia! increase in water
demand for the Hollywood Center Praject; (2} changes in the circumstances or
conditions substantially affecting the ability of LADWP {o provide a sufficient supply of
water for the Hollywood Center Project; or {3) significant new infarmation becomeas
available which was not known and could not have been known af the time when WSA
was prepared, If deemed necessary, Apblicant may request a revised WSA through
lead agency.

The Hollywood Center Project Water Demand Estimate

Projected tctal net water demand increase for the Hollywood Center Project is
estimated to be maximum of 205 AF annually which includes annual water
conservation. Savings due to water conservation ordinances are appraximately 105
AFY, and savings dus o additional voluntary conservation measures are approximately
7 AFY.
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In evaluating the Holbwwood Center Project's water demand, the Sewer Generation
Factors (SGF), published by City of Los Angeles Depariment of Public Works Bureau of
Sanitation {LASAN] in 2012, are applied to the Hollywood Center Project scope far
calcularing indoor water use. SGFs are factors of how much wastewater is generated
{gallons per day} per unit {per sq ft, per dwelling unit, per seat, etc.). LASAN publishes 2
list of SGFs for approximately 175 different building use types in the City, and updales
factors to make adjustments necessary due to water conservation efforts and increased
- efficiencies in new appliances and plumbing fixtures. Quidoor landscape water demand
is estimated per California Code of Regulations Title 23 Division 2 Chapter 2.7 Model
Water Efficient Landscape Ordinance. Higtoricat billing records are used to esiablish
existing baseline water demand on the property. LADWP also encouraged the
Hollywood Center Project to implement additional water conservation measures above
and beyond the current water conservation ordinance requirements.

The net increase in waler demand, which is the projected additional water demand of
the Hollywood Center Project, is calculated by subtracting the existing baseline water
demand and water saving amount from the total proposed water demand.

Tables I-A and |-B show a breakdown of the existing and proposed new types of uses
for the Hollywood Center Project, and the corresponding estimated volume of water
usage with the implamentation of the conservation measures for this project.

Types of use were derived from W3SA request ietter and the scope contirmation e-mait
in Appendix A.

Tables II-A and |I-B estimate the total volume of water conservation based on
conservation measures the Applicant has committed to for the Hollywood Center Project
{Appendix B).
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TABLE I[-A _
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TABLE II-B

Hellywood Cantar Project - East Sita Hotel Option
Estimatad Addifional Water Congarvation

Yalor Saving Factor

Conservaflen Measures' Cuantly Unkz water Savod
. {@pdinit fopd} latly)
Toi'st - Regidantial: 1 bd Marksl-Rete 12 dJ 1.76 e b 052
Toilat - Residentie!: 2 bd Mariel-Rate 530 du 440 T EG2 153
Teilet - Reeldanti= ;3 bd I'.'fa'm-'.-ﬂ.s.fe 125 du 704 aar 0.84
Thilisl - Residurdiz ;1 bd Sanior Afordabe i du: 1.7G 174 014
Tuilyi - Rasidarta: 2 bd S=nior Affords e 17 du. ~AD T 0.0f
Rerldentlal O shwashar & du 0.4 % 159 0
Rerllenilal Clotaes Washer Al du LA 1521 1.0
Realdantlal Unlt Congervatlon Total 4810 5.40
Taollat ar B3 G538 258 028
Ranicentz! Dilghwagher a Ba 0,30 ki 0.C30
Rasloenta. Clotes Washar 16 oa H.eA0 e n.Ce
Regldentlal Ameniiea Conzervaton Tolal 315 B35
Tailet E2 am 264 =t DRE
Hutal Room Conservatfon Totat BE1 G5
Toikt 3 an .88 ik 207
Urinal EA 344 24 o0
Sormmereial Slothes Waahar 11 &g 2700 Far .33
Hotel Amenltlas Cﬂnﬂal"fﬂlﬂljlﬁ!’ . 384 .43
Toital M ey 2,06 e 27
Lirinal . . 11 s 344 45 e
Reslaurant Cunsarvation Total e . . R 0E2
barwizcapdng Total Coinseretlion® | 4.22
Total Addidpnal Water Conzerved » 0508 ]

"ifatar cankanvstion rreasureE agreed to by tha Apzical. Sea Appendix B.

“Based on ARWE aslimalas,

* Landgeaping wal eengensllcs 1§ oslimsied por Collenla Code ol Regulzlicns TILe 23, Division 2, Ghapier 2,7, Model wWaior EX clon. _sigecaps

Orill~anee,

Abbrsvigtons: . ppd - gelluna oar day

ef'y - Bore fast par year

=8 —aach .

WATER SUPFPLY ASSESSMENT —
FOLEYWOaD CENTER PROJECT

14





Water Demand Forecast

LADWP's 2015 UWMP projects yvearly water demand to raach 675,700 AF by
fiscal-year-ending (FYE) 2040 with passive waler conservation, or an increase of 31.6
percent from FYE 2015 actual water demand. Water demand projections in five-year
increments through FYE 2040 are available in LADWF's 2015 UWMP far each of the
major customer classes: single-famity, multifamily, commercial/goveriimental, and
incustrial. Demographic data from the Southern California Association of Government’s
2012 RTP, as well as hilling data for each major customer class, weather, conservaticn,
price of water, personal inctbme, family size, economy, and drought conservation effect
were factors used in forecasting future water demand growth.

LADWP's 2015 UAWMP? used a maodified-unit-use approach to develop its service
area-wide water demand projections. This methodology does not rely on individual
development demands to determine area-wide growth, because such an inventory in
LADWPR service area in the nexi 25 years is only a subset of the total development
potential. Therefore, the growth or decline in population, housing units, and employment
for the entire service area was considered in developing long-term water projections for
the City through FYE 20480, The historical water demand for a unit of customer class,
such as gallons-per-day per single family, is modified to account for future changes,
including water conservation, and applied to the 2012 RTP demographic projections by
SCAG. This modified-unit-use-approach has proven to be & reliable forecast historically,
when compared with actual consumption, excluding the effects of conservatian.

Collaboration between LADWP and MWD is critical in ensuring that the City's
anticipated water demands are incorparated inic the development of Metropolitan Water
District of Southarmn California’s {MWD) long-term Integrated Water Resources Plan
{IRP). MWD's IRP directs a continuous regional effort to davelop regional water
resources involving all of MWD's member agencies including the City. Successful
implementzation of MWI)'s IRP has resulted in reliable supplemental water supplies for
the City from MWD,

LADWP — 2075 UWMP

The California Urban Water Management Planning Act (first effective on

January 1, 1884) requires every urban water supplier prepare and adopt a LWMP every
five years. The main goals of UWMPs are to forecast future water demands and water
supnlies under average and dry year conditions, identify future water supply projects
slich as recycled water, provide a summary of water conservation Best Man:aQEmaant
Practices (BMP), and provide a single and multi-diy year management strategy.

LADWP's 2015 UWIP, available for reference through www.ladwp.com/uwmp, serves
two purposes: {1) achieve full compliance with requirements of California’s Urban YWater

! Ciip of Lov Angeler Depareant of Waler and Power 2015 Urhan Waier Management Plan, w BS-2,
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Management Planning Act; and (2} serve as 3 master plan for water supply and
resources management consistent with the City's goals and policy Dbjectives.2

A number of important events have occurred since LADWE prepared its 2010 UWRMP:

¢«  The year 2012 marked the start of the historic B year drought in California.

# In January 2014, Govemnor Jerry Brown proclaimed a drought state of
emergency.

» I July 2014, the State Water Resourees Control Board (SWRCEB) implemeanted
its Emergency Water Consarvation Regulation (Emergency Ragulation), as
directed by Governor Brown, {o take actions to reduce water use by 20 percent
Statewide, which was later increased to 25 percent statewide.

= |n Qctober 2014, Mayor Eric Garcetli issued Execulive Directive No. 5 (EDS)
Emergency Drought Responsa which set goals to reduce per capita water uss,
reduce purchases of imported potable water by 50 percent, and create an
integrated water strategy to increases local supplies and improve water security
considering climate change and seismic vulnerability.

o Lastly, in April 2015, the Mayor's Sustainahle City pLAR (plL.An) was released
establishing targets for the City over the nexi 20 years to strengthen and promote
sustainability. The pLAN included a number of water resources goals, including
reduce average per canita potable water use by 20 percent from Fiscal Year (FY) i
201314 by 2017, reduce average per capita potable water use by 22.5 percent
from FY 2013/14 by 2025, reduce imporied water purchases frorm MWD by
ol percent from 2013/14 by 2025, reduce per capita polable water use by

_ 25 percent from 2013514 by 2035, and expand all local sources of water so that
they account for at least 50 percent of the tofal supply by 2035. The plLAn
included a mulki-faceted approach 1o developing a locally sustainable water
supply to reduce reliance on imported waler, recucing per capita water use
through conservation, and increasing local water supply availability.

A number of few requirements have been added to the Urban Water Management
Planning Act since completion of LADW's 2010 UWMP, including: an extension of the
submittal deadling from December 31, 2015 to July 1, 2016, a narrative description of
water demand measures implemented over the past five years and future measures
planned {o meaet 20 percent demarid reduction targets by 2020, implementation of a
standard methodology for calculating system water loss, a mandatory electronic filing of
UWMPs, a voluntary reporting of passive conservation savings, energy intensity, and
glimate change, and a requirement {o analyze and define water features that are
artificially supplied with water.

* 1. at FS-2. ,
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Near-Term Conservation Strategies

Envorcing prohibited uses of water. Prohibited uzes of waier are infended to
eliminate waste and increase awareness of the need to conserve water. In effect at all
times, prohibited uses have been in place since the early 1990s. Under enforcament,
failure to comply would he subject to penalties, which can range from a written warning
for a first violation to monetary fines and water service shutoff for continued |
non-cormpliance.

Prohibitad uses of water. the City's Emeargency Water Conservation Plan Ordinance
(No. 181288, 183608, and 184250} prohibite uses of water, sets certain water
conservation requirements, and contains phases of conservation depending on the
severity of water shortages. The Ordinance is expected to improve the City's ability to
comply with current regulations and respond to the cngomg drought conditions.
Prohibited uses in effect at afl times {Phase I) include™;

»  Outdoor irrigatic-n between the hours of 8 a.m, to 4 pm.
s Outdoor irgation during and 48 hours after rain events

For a full list of water conservation Phases and prohibited uses, please refer to
LADWRF's 2015 UWMP Cumently, LADWP is in Phase || of the Water Conservation
Ordinance was enacted in August 2010,

On January 17, 2014, with California facing water shortfalls in the driest year in
recorded state history, Governor Brown proclaimad a Drought State of Emergency.
Fesponding to the executive order, in 2015, SWRCE imposad mandatory cuthacks
ranging from four percent to 36 percent. LADWP was required to reduce its water use
by 16 percent compared to the 2013 levels. LADWI? met the state mandated reduction
goal and saved 16.1 percent between June 2015 and May 2016.

On Qctober 14, 2014, Mayor Garcetli issued his Executive Directive No. 5 {(EDS) to set

accelerated short-term conservation targets for the City to address the drought including -

per capita water use reduction goal of 20 peicent by 2017. On January 1, 2017, the City
was able fo mest the short-termm target of 20 percent reduction through drought
response measures that dropped per capita water use to 104 galions per day. While this
extraordinary achievement will have lasting effects on the City's water use efficiency,
LADWP continues to work together with residents and businesses to achieve additional
permanent conservation savings and further reduce per capita water use. On

April 7, 2017, Governar Jerry Brown issued Executive Order B-40-17 formally ending
the drought emergency.

Extending outreach efforts. Over the last several years, LADWP has expanded
conservation outreach and education. Somes activities to promuote conservation include;

T Id ar 311
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hcreased communication with ratepayers through Twitter, Facebook, newspapers,
radio, television, bus benches/shelters, and movie theaters, amang other types of
media; outreach to Homeaowner Associations and Neighborhood Councils; distribution of
hotel towel door hangers and restaurant tahle tent cards; and ramping up marketing of
expanded water conservation incentive and rebate programs.

On April Q, 2015, the "Save the Drop” Water Conservation Outreach Campaign was
launched. This campaign is a partnership between LADWP and the Mayor's Office.

- Qutreach materials include new public service announcements, radio spots, event

handouts, and signage on the sides of LASAN trucks. The campaign has partnered with
gelebrities for public service announcameants aiving on TV, cinema, and radia.

Long-Term Local S'upply Strategies

I April 2015, the Mayor released the City's first ever Sustainable City pLAn (pLANR) that
focuses on sustainability, with special focus on the environiment, the economy, and
aquity. The plLAn enhances EDS gosls, and Incorporates water savings goals of
reduction in per capita potable water by 20 percent by 2017, by 22.5 percent by 2025,
and by 25 percent by 2035. The pl_An geals also include a reduction in imported water
purchases from MWD by 50 percant from 201.3/14 levels by 2025 and expansion of all
local sources of water so that they account for at least 50 percent of the total supply by
2035 LADWP's 2015 LWMP incorporates the plLAn goals in its local water supply plans
to reduce reliance on purchased waiter in the future. These plans include increased
stormwatier capture, groundwater clean-up, recycled water, and vonservation. Some of
ihe stratzgies 1o meel these goals inciude investments in state-of-the art tachnalogy,
rebates and incentives promating water-efiicient appliances, tiered water pricing,
Tachnical Assistance Program for business and industry, and large landscape irrigation
and efficiency programs.

- On May 21, 2018, Governor Brown signed two long-ierm water-use efficiency bills:
Assembly Bill 1666 and Senats Bill 606. These bills are designad to help the State

- better prepare for dioughts and climate change. They require that by January 1, 2025,
the indoor residential use will reduce to 55 gallons per day-{gpd), 52.5 gpd from 2025 {0
20:30, and 50 gpd beginning January 1, 2030

1.0 increase Water Conservation Through Reduction of Outdoor
Water Use and New Technoiogy

(5ol

Increase water conservation savings to achieve EDS and pl.An water conservation
goals by cutting back oh outdoor water use, expanding rebates and incentives,
impraving water efficiency at public facilities, and enhancing savings through review of
new developments., LADW?P plans to achieve additional water conservation savings to
reduce per capita water usa by 25 percent by 2035.
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Action Flan

Conservation Rebates and Incentives, LADWP is continuing to expand rebates and
incentives for homeowners and business owners 1o encourage them to purchass
water-saving technology. Rebate and incentive programs include the following:
Commercial Rebate Program, Residential Rebate Prograrn, Diirect Install Partnership
Frogram, and Technical Assistance Program. For a full list of LADWF’s rebate
programs, please refer to LADWP's 2015 UWMP.

Same highlights from the list of LADWP’s numerous watar consarvation
accomplishments are:

-»  LADWP's Water Conservation Program has achieved a {otal cumulative
hardware water savings of over 128,000 AFY, through installation of
. congervation devices subsidized by rebates and incentives.

« Water conservation achievements have helped keep water demand flat for
the last 45 years ago despite a population increase of over one miliion
people.. ' '

o Califomia Friendly Landscape Incentive Program — In total (Residential and
Commetcial Turf removal), LADWRP has removed over 48 million sq ft of turf,
saving over 1.8 Lillion gallens of water per year.

Enhancing Conservation through New Developments. LADW?E continues to work
with the City's Green Building Team to pursue desired changes in local codes and
standards to promote waler efficiency in new construction projects and major building
renovations. Current revision was effective January 1, 2017: 2017 Los Angeles
Flumbing Code, and 2017 Los Angeles Green Building Code. On April 8, 2015, the
California Energy Commission adopted new efficiency standards for toilets, faucets and
other appliances effective January 1, 2016. Also, on July 15, 2015, in response to
Governor Brown's Executive Order B-29-15, the California Water Commission
approved the revised Model Waler Efficient Landscape Ordinance, which reduces the
maximum amount of water aliowed from the 2009 version of the ordinance. Also,
Ordinance No. 184248, Green Building Codes Revision, Use of Greywater Systems,
Wafer Conservation Measures, became effective June 6, 2018, and mandates a
number of new fixture requirements and methods of construction for plumbing and
imgation systems. California Plumbing Code, Los Angeles City Plumbing Code and
amending ordinances apply to all newly constructed buildings, additions and alterations
whenever new fixtures are installed in existing buildings. Califormia Building Code
{CALGreen), the LA Green Building Code and the amending ardinances also apply to
new construction projscts, but are limited to additions and alteraiions that exceed the
Building Code’s valuation ar increases the building's conditioned volume,

In addition, the City adopted Ordinance No. 181889, also known as the “Low Impact
Development” Ordinance, and Crdinance No. 183833, entitled “Stormwater and Urban
Runoff Pollution Control.” The purpose of these Ordinances includes rainwater
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'hawesting and stormwater runoff management, water conservation, and recycled water
reuse and gray water use. Qrdinance No. 181899 was effective as of
November 14, 2011, and Qrdinance No. 183833 was effective October 3, 2015.

Fufure Fmgrams". In December 2014, LADWP starfed its Home Water Use Report
Pilot Study, which provides 73,000 single family customers bi-monthly home waler use
reporis on their water usage, statistics on how they compare to similar households with
average and efficient water use, and customized water saving tips and rebate
recommendations. The pilot study group also has access to anline on historical water
use, estimated breakdown of how the customer is using their waler, and additional
information on how to save water in their homes, The pilot study is ongoing, and
LADWP plans to expand the home water use repoerts fo the entire City.

Alsa, LADWRP is currently working on pilot projects to test installation of Advanced
Metering Infrastruclure, which is the use of radio-based technology that would provide
for two-way communication betwesh water maters and LADWP's system.

LADWP Water Conservation Potentia! Study®. In Fall 2017, LADWP completed the
Water Conservation Potential Study (WCPBE), one of the most comprehensive
assessments of the potential for future water conssrvation ever taken by a municipal
water ility. The WCPS conducted detailed single-family and multifamily surveys,
completed comprehensive onsite audits of City-owned facilities, and developed a
sophisticated water conservation model to project future conservation potential. The
WCPS determined that approximately 140,000 AFY in additional water conservation
potential is achievable by FYE 2035, and mesting the City's aggressive 2025 and 2035
conservation goals will require tapping into most of the remaining consarvation potential
in the Ciy,

Going forward, LADWP will use the WOPS findings and consarvation madel to davelop
a balanced conservation plan that achieves the City's long-ierm conservation goals.
‘Meeting the goals will require a combination of increased funding for LADWR's
conservation programs and continued commitinent frorm LADWP customers to make
conservation a way of life for Los Angeles. The WCPS findings show that a large portion
of the remaining conservation potential will come from passive water savings through
customers’ actions to comply with all City consetvation codes and ordinances and
finding additicnal opportunities to improve water efficiency for their residential or
commercial propertias.

Y74 at 333
TEEat 334,
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2.0 Water Recyeling

LADWP's 2015 UWMF identifies the goal of delivering 75,400 AFY of recycled water by
2040 to off-set imported water.® This will increase recycled water usg in the City by
more than six-fold as a percentage of supply, from the current two percant to 13 percent i
by 2040. Some of the examples of the steps the City is taking in order to achieve this :
goal are listed below, Other projects not listed below will also contribute to recycled

water use in Giby's service area. :

Recycled Waler Master Planning (RWMP). tn 2012, LADWR compleied a three-year
RWMP. RWMP documents guide nearsterm recycled water planning through 2033, as
well as long-term recycled water pianning for up to 50 years beyond the 2035 horizon.
RWMPF documents inciude an evaluation of recycling alternativas that integrate two
strategies to increase recycling: Groundwater Replenishment {GWR), and non-petable
reuse {NFR}. The GWR Project will replenish S5an Fermando Basin {SFB) with up to
30,000 AFY of recycled water. NPR projects will increase NFR recycled water use to
45,400 AFY by 2040 by increasing deliverias to irrigation and industrial customers
throughout the City.

pLAn. The Mayor's Sustainable City pl.An established goals to increase recycled water
use by expanding recycled water by an addiiional 8 million gallons per day at Terminal
island Water Reclamation Plant, converting 85 percent of public golf courses to recycled
waler, developing a strategy to convert the City's lakes to recycled water and implement
* a pilat project, and expanding recycled water production, treatment, and distribution to
incorporate indirect potable reuse and direct potable reuse.’

GWR Project. The Groundwater Replenishment Project is in the Planning phase. The
Environmental Impact Repoit was certified in December 2016 by the Board of Water
and Power Commissioners. The project is transitioning to a phased approach. The
Initial Phase of the project will deliver up to 3,500 AFY year of recycled water for indirect
petable reuse in the San Fermande Yalley by 2019, The project remains on schedule to
deliver up to 30,000 AFY year of purified recycled water for indirect potable reuse in the
San Fernando Valley by FY 2023-24.

The Machado Lake Pipeline Project (MLPP). MLPPF is a part of & joint agency project
between Los Angales Sanitation, Los Angeles Bureau of Engineering, and LADWE to
serve the Los Angeles Harbor area customers up to an additional 6 miilion gallons per
day of advanced treated recycled water from an expanded Temminal Island Treatment
Plant. The MLPP will construct 8 800 linear feet (LF) of 24-inch ductile iron pipsline that
connects two segments of existing pipeline infrastructure within the Los Angeles Harbor
Ares and creates a loop between the charged southem system and the uncharged
northem system. The project is split into two construction phases. Construction on ' :

t I at 427,
"I, at 426, ' : i
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Phase | will be completed by April 2018 and Phase Il is estimated to be completed by
2020.

Downtown Water Recycling Project. The Los Angeles-Glendale Water Reclamation
Plant will supply recycled water for the Downtown Water Recycling Project. Project
proposes installation of up to 82,500 LF of 16-inch purple pipe into and through
Downtown Los Angeles. The project will supply up to 2,170 AFY of recycled water for
non-potable demands — irrigation and industrial uses. Potential anchor customers
include University of Southern California and Matchmaster. Anticipated project
completion is 2022,

For more information on our existing and planned recycled water pipelines and projects,
please see our Recycled Water Annual Report available at the following link:
www. ladwp.com/recycledwaterreport.

3.0 Enhancing Stormwater Capture

Stormwater runoff from urban areas is an underutilized resource. Within the City, the
majority of stormwater runoff is directed to storm drains and ultimately channeled into
the ocean. Unused stormwater reaching the ocean carries with it many pollutants that
are harmful to marine life. In addition, local groundwater aquifers that should be
replenished by stormwater are receiving less recharge than in the past due to increased
urbanization. Urbanization has increased the City's hardscape, which has resulted in
less infiltration of stormwater and a decline in groundwater elevations.

LADWP's Stormwater Capture Master Plan (SCMP}, which was completed in August
2015, comprehensively evaluated stormwater capture potential within the City. The
goals of the SCMP are to quantify stormwater capture potential and identify new
projects, programs, and policies to significantly increase stormwater capture for water
supply within the 20-year planning period. Achieving these goals, will help the City
achieve its long-term strategy of enhancing local water supply through stormwater
capture in coordination with the pLAn, which sets a target of obtaining 50 percent of
LA's water supply locally, including 150,000 AFY of stormwater capture by 2035.

Through intensive implementation of both centralized projects and distributed programs,
SCMP application would result in an annual average capture of 132,000 to 178,000
AFY by 2035, which includes the current baseline capture of 64,000 AFY. These
numbers include stormwater captured through infiltration type projects and programs
that recharge aquifers as well as direct use programs that offset potable water
demands, though the bulk of the capture is achieved through infiltration.

The long-term (2099) stormwater capture potential is 179,000 AFY and 258,000 AFY
under the Conservative and Aggressive scenarios, respectively. This capture potential
volume by 2099 represents a capture volume of approximately double and triple the
existing volume.
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LADWP's 2015 UWMP projects that there will be a minimum of 15,000 AFY of
increased groundwater pumping in SFB due to water supply augmentation through
centralized stormwater infiltration by vear 2040. Anticipating that stored groundwater will
rebound in response 1o enhanced groundwater replenishrment, LADWP will work with
the Upper Los Angeles River Area Watermaster lo continue observing actual water
levels and re-gvaluate basin safe yield to allow additional increases in groundwater
production over time as SFB elevations rebound.®

The San Femando Valley spreading facilities are effective at capturing stommwater
flowing down the tributaries; however, they are incapahle of capturing significant
portions of fiow during wet and extremely wet vears. Weathar patterns in Los Angeles
are highly variable, with many periods of dry years and wet years. Some climate studies
predict that these patterns may become extreme in the future.

LADWP is currently partnering with other government and non-govemmental agencies
in various stormwater capture projects that include the following:

Completed Centralized Projects

_ Implemented centralized projects have increased the amount of stormwater captured
by an average of 10,600 AFY during an average rainfall year. Below are recently
implemented centralized projects:

+ Sheldon-Arleta Gas Manzgement System i
'« Big Tujunga Seismic Retrofit Project
+ Hansen Spreading Grounds Upgrade

Completed Distributed Projects

LADWF's already implemented disfributed projects that have increased the amount of
stormwater captured by 370 AFY during an average rainfall year. The following are
recently implemented distributed projects: :

Elmer Avenue Neighborhood Green Street/Elmer Pasec Green Alley
Garvanza Park Stormwater Capture Use and Infiltration Project
Glenoaks-Sunland Stormwater Infiltration Project '
Hollywood/Los Angeles Beautification Stormwater Capture Project

This is a demonstrafion project to encourage stormwater capture. The City of
Los Angeles Department of Public Works, Bureau of Street Services and
LASAN will provide in-kind design services, while the Sun Valley Beautiful
Committee, Council District 6, and the Los Angeles Unified School District

¥ fd at 720
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(LAUSD} aie project sponsors and partners. Project increases regional
annual average stormwater capture by 6 AFY.

Laurel Canyon Green Street

Morth Hollywaood Alley Retrofit BMP Demonstration Project

Stormwater Infiliration Projects

Sun Valley Economic Development Admintstration Public Improvement Project
Sun Valley Park Stomwater Infiltration Project

Woodman Avenue Median Stormwater Infiltration Project

Future Centiralized Projects

By 2020, the following centralized projects are expected to be implemented that will
provide an estimated 12,600 AFY of increased stormwater capture annually during an
average rainfall year: '

*
.
]
]

Branford Spreading Basin Upgradse

Lopez Spreading Grounds Upgrade

Pacoima Dam Sediment Removal Project

Tujunga Spreading Grounds Upgrade Enhancement Project

Curranthuturé Distributed Projects

By 2020, the following distributed projects are expected {0 be implemented that will
provide an estimated 350 AFY of increased stonmwater capiure annually during an
average rainfall year:

L T T R R T T T R T

' Bradlé_y Green Aliey

Burbank Boulevard BMP Capture Project
Glenoaks and Filmaore Stormwatar Capture Projecl
Glencaks-Nettleton Stormwater Infittration Froject
Great Street - Lankershim Eoulevard Project
Great Street — Van Nuys Boulevard

LAUSD Conserving of our Kids Program

Great Street — Van Nuys Boulevard

LALISD Conserving of our Kids Program

Great Street — Van Nuys Boulevard

Tyrone Yard

Additional information regarding stormwater capture projects can be found in LADWFP's
Stormwater Capfure Masfer Plan {2015} and Urban Water Management Plan (2016).
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4.8 Accelerating Clean-Up of SFB

The SFB is an aquifer that can provide sufficient drinking water to over 500,000
residents within the Gity. However, LADWP groundwater production wells in SFB have
been impacted by contamination caused by improper handling and disposal of
hazardous chemicals from the aircraft manufacturing industry and other, commercial
activities dating back to the 1940s. The City Sustainable pl.An is o obtain 50 percent of
water locally by 2035 and the primary souree of local water is groundwater from the
SFB.

Since the 1980 discovery of volatile organic compound (VY OC} centamination of
groundwater in SFB, LADWF? has been working with government agencies to contain
and remediate

man-imade contaminants in SFB. Chlorinated solvents such as trichlorosthylene (TCE),
perchloroethylene {PCE) and carbon tetrachioride account for the majority of this
groundwater contamination.

From 2009 to 20157, LACWP began an $11.5 million, six-year study and development
of a comprehensive remediation and cleanup sirategy for all groundwater basin
contamination in SFB.

Development of State-of-the-Art Gmundwafer Basin Remediation Facilities

+ Based on the available groundwater quality information, a groundwater basin
remediation program consisting of centralized as well as localized/well head
remediation facilities will be needed for public and environmental bengfits as well
as o nrevent further loss of groundwater.

+ Design and construction of the groundwater basin remediation Tacilities is
estimatad to cost approximately $600 million, and operation and maintenance is
estimated to cost an additional $50 million per year,

Groundwater and Treatment Systern Monitoring
» |n order to fully characterize SFB groundwater quality as required by SWRCB
Board's Bivision of Drinking Water guidelines and policies, LADW® has drilled 25
new meonitoring wells in SFE to fill in data gaps and utitized a network of aver 70
existing monitoring and production wells.

+ (Cost to install the monitoring wells is approximately $22 million.

With completion of SFB groundwater characterization, LADWR is praceeding with the
necessary environmental reviews, design, permitiing, construction, and start-up of the

i at 6-9,
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groundwater basin remediation program to effectively clean and remove contaminants
from SFB. The groundwater basin remediation program is anticipated to be operational
by FYE 2022.

The current groundwater remediation facilities in operation are:

« NHOU: The NHOU began operations in the 1980s to treat 4.5 cfs of
contaminated groundwater; however, changing groundwater conditions limited
the ability of the remedy to contain the VOC plume. A Second Interim Remedy
was implemented to contain concentrated areas of the plume, but will not
address contamination that has migrated to other well fields.

« Liquid-Phase GAC Pilot Treatment Plant at Tujunga Wellfield: The
Ligquid-Fhase GAC Pilot Treatment Plant removes VOC from two of the twelve
production wells in the Tujunga Wellfield at 8,000 gpm, and treats the extracted
groundwater for potable use. This pilot facility is a joint project with MWD to
demonstrate the effectiveneass of utilizing certain liquid phase GAC media for
removal of VOC from the groundwater.

+ Pollock Wells Treatment Plant: The plant provides four liquid-phase GAC
vessels to remove VOC contamination from two groundwater wellheads. LADWP
has identified hexavalent chromium as an emerging contaminant that may impair
the operation of the Pollock Wells Treatment Plant.

These facilities will be work with the new remediation facilities to clean up the majority of
contaminants impacting LADWP's highest producing wellfields, including TCE, PCE,
and 1 4-dioxane. The proposed centralized and localized facilities are:

Morth Hollywood West Treatment Facility — (September 2017-December 2019)
North Hollywood Central Treatment — (2018-June 2021)

Tujunga Central Treatment — (2018-June 2021)

Pollock Treatment — (September 2018-December 2020)

The overall purpose of the San Fernando Groundwater Basin Remediation Project is to
restore and protect the full use of the San Fermando Groundwater Basin as a source of
water consistent with LADWP's long-term water rights and historic groundwater use.

More information about LADWP's SFB Groundwater Remediation program can be
found at www . ladwp.com/remediation.

To help meet the City's long-term local supply goals, critical funding from Proposition 1
(Prop 1) — the Water Quality, Supply, and Infrastructure Improvement Act of 2014 was
passed on November 4, 2014 to support groundwater cleanup, stormwater capture,
recycled water, water conservation, regional water management, and Los Angeles River
revitalization projects. Prop 1 is a bond measure that provides $7.545 billion to fund
investments in water projects and programs as part of a statewide, comprehensive
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water plan for California. As of May 2018, LADWP has received a total of $61.2 million
in grants and $3 million in a zero-interest loan.

Water Supplies

The Las Angeles Aqueducts (LAA), local groundwater, purchased water from MWL,
and recycled water are the primary sources of water supplies for the City. Table |1l
shows LADWP water supplies from 2007 to 2017 from these sources. Tha total required
water supply to meet water demand shows an overall declining trend over this time
period due to reductions in total demand. However, sufficient water supplies were
avaitable in each of the years o meet the total demand. In' 2008, the total water demand
decreased due to conservation efforts by mandatory conservation imposed in the City
following drier hydrolegic conditions coinciding with an economic recession. In 2013,
drought conditions returned and have triggered State and City mandatory conservation
measures. '

TABLE Nl
LADWRP Water Suppiy
T Transfer,
Colendar | Los Angelas Lacal Recyclad | Spread, Spils,
Year Agiraducts Groundwater MDD - Watar and Storage Tota]
2007 A27F 392 a8 041 438 353 3,685 -ar 3086 438
2008 148407 A G304 427 422 7,048 1,664 &45 817
2008 137281 [G 0us 351,955 ' Fa70 hoad 63,234
2010 251,126 fi% 346 2005, 240 £,5900 ~O35 532 550
2011 asF 7R2 49915 119,481 7,708 ~183 535,000
20 166,658 59109 325,123 5._5'55 1,182 5656873
2013 64.690 65,472 438,534 0,253 2,414 581,153
2014 GS,EFECI B5 304 397,307 11,307 © 2020 0G0, 246
2015 . 33,244 80,155 378,538 . g9.828 &30 ©a01,337
2016 G5 673 72,503 314,336 8,095 -8H1 4832 487
207 AB0 329 14,695 113,033 & 500 5,730 510,835

Mate: Units are in AF

Los Angeles Aqueducts

-Snowmelt runoff frem the Eastern Sierra Nevada Mountains is collected and conveyad
to the City via l.0s Angeles Agueducts (LAA). LAA supplies come primarily from
showmalt and secondarily from groundwater pumping, and can fluctuate yearly due to
the varying hydrologic eonditions. In recent years, LAA supplies have been less than the
historical average becalse of environmental restoration obligations in Meno and Inyo
Counties.

The City holds water rights in the Eastern Sierra Nevada whers LAA supplies originats.
These supplies criginate from both streams and from greundwater, In 1805, the City
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approved a bond measure for purchase of land and water rights in the Owens River
Valley. By 18913, the first LAA began its deliveries of water to the City primarily from
surface water diversions from the Owens River and its tributaries. Historically, these
supplies were augmeanted from time to time by groundwater extractions from beneath
the lands that the City had purchased in the Owens Valley.

In 1840, the first LAA was extended north to deliver Mono Basin water to the City
pursuant to water rights pemits and licenses granted by the SWRCB. In 1970, the
second LAA was completed increasing total delivery capacity of the LAA system to
approximately 561,000 AFY. The second LAA was to be filled by complsting the Mono
Basin divarsions originally autherized in 1840, by a more effective use of water for
agriciitural purposes on City-owned lands in the Owens Valley and Mono Basin and by
increased groundwater pumping from the City's lands in the Owens Valiey.

In 1972, Inyo County filed a CEQA lawsuit challenging the City's groundwater pumping
pregram for the Owens Valley. The lawsuit was finally ended in 1897, with the County of
Inye and the City entering into a long-term water agreement for the management of
groundwater in the Owans Valley in 1981, That water agresment, entered as a
judgment of the Superior Court in the County of Inye (County of Inyo vs. City of Los
Angeles, Superior Court No. 12908) ocutlings the management of the City's Owens
YValley groundwater resources. As a result of this waler agreement and subsaguent
MOU, LADWE has dzdicated approximately 37,000 AF of water annually for
enhancement and mitigation projects throughout Owens Valtey which includes the
re-watering of 62 miles of the Lower Owens River. LADWP also provides approximately
80,000 AF of water annually for other uses in the Owens Valley such as irrigation, town
water supplies, stockwater, wildlife and recreational purposes.

Further, in December 1689, the Superior Court entered an injunction, ordering LADWP
to allow sufficient flow to pass through the Mano Basin diversion facilities to maintain
water level in Mono |ake ai 6,377 feet from sea tevel and also to restore strearmns and
protection of fishery in these streams. As a result, the City did not export any watsr from
KMeono Basin until 1984, when SWRCB issued Decision 1631, In September 1894, citing
compliance with the pubiic trust doctring, the SWRCB issued Decision 1631, an
amendment to the license for LADWP exports from Mono Basin which placed conditions
an LADWP's water gathering activities from Mono Basin. Under Decision 1831,
LADWP's allowable amount of expert for & given runofl year (RY), April - March is
dependent aon the Mono Lake elevation. For BY 2018-2017, LADWF plans to export
approximately 4,200 Al of water from Mono Basin, the same amount as for RY 2015-
2016, as Mono Lake's elevation measured on April 1, 2017 was below 6 380 feet but
above 6,377 fest. LADWP has implemented an extensive restoration and menitoring
programs in Mono Basin to increase the level of Mono Lake and to improve stream
conditions, fisheries, and waterfowl habitats in Walker, Parker, Rush and Lee Vining

- Creeks. With reduced diversions from the Mano Basin and favorable hydrologic
conditions, Mono Lake's elevation has risen overtime. Once the elevation of Mono
Basin reachas §,391-feet above mean sea level, a moderate increase in water exporis
from the Moho Basin may be permittad.
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In fuly 1898, LADWP and the Great Basin Unified Air Pollution Control District
{GBUAPCD} entered into 2 Memorandum of Agreement to mitigate dust emissions from
Owens Lake, Diversion of water from Owens River, first by farmers in the Owens Valley
and then by the City beginning in 1913, resulted in the exposed lakebed becoming a
major source of windblown dust. LADWP has spent $2.2 billion and used substantial
quantities of water since if started diverting water from LAA fo mitigate dust emissions at
Owens Lake., On November 14, 2014, an histoiic agreement between LADWEP and -
GBUAPCD was reached which for the first time established an upper limit of 53.4
square miles that LADWE could potentially be ordered o mitigate dust emissicns from
Owens Lake Flaya by the GBUAPCD. Upon completion of the Phase 9/10 Project on
Decamber 31, 20117, LADWRP has mitigated dust emissions from 48.6 square-miles of
Owens Lake. Hente, GBUAPCIY's potential future dust mitigation orders to LADWP
cannot exceed an additional 4.5 square miles. The agreement aliows LADWE to use
water efficient and waterless dust mitination measures, while maintaining sxisting
wildlife habitat on the lakebed. As a result, LADWP expects {o save significant amounts
of water over the next 10 years with implemantation of the Owens Lake Master Froject
and other water conservation projects.

Average deliveries from LAA sysiem have been approximately 111,293 AF of water
annualiy from FY 2011112 to 2015/186. During this period, the record low snowpack for
LAA watershed in the Eastern Sierra Nevada Mountains was recorded on April 1, 2015,
Supply conditions have changed drastically since 2015, Snowpack in the Eastern Sierra
was at 203 percent of an average year on April 1, 2017, On Margh 20, 2017,
* Mayor Garcetti had proclaimed a state of local emergency for LAA as a response to the
snowpack levels in the Eastern Sierra. The proclamation was issued to assist LADWP
in taking immediate sfeps to protect infrashucture and manage runoff in the Owens
Valley including, but not limited to, protection of facilities and diversion of conveyance
flows.

The average annoal long-term LAA delivery between 2015 and 2040, using the S0-year
average hydrology from FY 1961/62 to 2010/11, is expectad to be approximately
278,000 ARY and gradually decline to 267,000 AFY due to piojected climate change
impacts. However, with the anticipated cornpletion of the Owens Lake Master Project by
2024, the prajected LAA delivery may increase to 286,000 AFY due to water conserved
at Owens Lake which would off-set most of the anticipated long-term losses.™

Groundwater

LADWP pumps from three adjudicated basing within the City. SFB and Sylmar Basin
are subject to the judgment in the City of Los Angeles vs. City of San Fernando, et al.
Groundwater pumping by LADWP and other parties is tracked and reported to the court-
appointed Upper Los Angeles River Area (ULARA} Watermaster. The Central Basinis
also subject to court judgment. Pumping is reporied io the Water Replenishiment District .

W 53 at 5-15.
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of California (WRD), the administrative member of the Central Basin Water Rights
FPanel.

The SFB is the largest of four basins within ULARA. The basin consists of
112,000-acres of land and comprises 91.2 percent of ULARA valley fill area. The City
has accumulated 523,529 AF of stored groundwater in SFB as of October 1, 2016. A
portion of this water is available for the City to withdraw during normal and dry years, or
in an emergency, in addition to the City's approximate 87,000 AF annual entitlement.
With SFB remediation facilities slated to be operational by FYE 2022, the groundwater
storage credits may be used to optimize pumping beyond the City’s annual entitlement.

While the majority of the City's groundwater is extracted from the SFB, the Sylmar Basin
also provides local groundwater supply. Sylmar is located in the northern part of
ULARA, consists of 5,600 acres, and comprises 4.6 percent of ULARA valley fill area.
The City's current annual entittement per latest Sylmar Safe Yield is 3,570 AF. Sylmar
Basin production is anticipated to increase to 4,170 AFY from FYE 2018 to FYE 2033 to
utilize groundwater the City has accumulated into storage and then return to the
entittement of 3,570 AFY in FYE 2034."

The ULARA Judgement was adopted through court adjudication on January 26, 1979,
dictating the water rights within the basins of ULARA. Enclosed with the assessment are
copies of those pages from the judgment showing the entittements (see Appendix D).
Further information about ULARA is detailed in the annual ULARA Watermaster Report.
Both the Watermaster Reports and Judgment are available for review at the office of the
ULARA Watermaster or on-line at www_ ularawalermaster.com.

The City also has adjudicated groundwater extraction rights in the Central Basin.
LADWP’s annual entitlement is 17,236 AF. The City has also accumulated groundwater
storage in the Central Basin, and pumping can be temporarily increased until stored
water credits have been expended.'” See Appendix D for copies of relevant portions of
Central Basin third amended judgment. Judgment is available for review on the WRD
Web site at http://wrdwater.org/.

For the period of July 2015 to June 2016, the City extracted 73,898 AF and 683 AF from
the San Fernando and Central Basins, respectively. The City plans to continue to
develop production from its groundwater basins in the coming years to offset reductions
in imported supplies. However, extraction from the basins may be limited by water
quality, sustainable pumping practices, and groundwater elevations.

Groundwater produced by the City from the San Fernando, Sylmar, and Central Basins
for the last available five years are shown on Table IV, as well as groundwater pumping
projections for average, single-dry, and multi-year dry weather conditions in five-year
increments. Table IV excludes 15,000 AFY of anticipated pumping in SFB from

"' 1d. at 114,
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stormwater recharge as well as up to 30,000 AFY of additinﬁal groundwater recharge
with highly {reated water from Donald C. Tillman Water Reclamation Plant planned for

2024 ard beymnd

TABLE IV

Local Groundwater Basin Supply

Fiscal Year  8an Fernando Sylmar Centrai
{July-June) -
2012-2013 50,550 1,862 8,310
2013-2014 68,784 891 8,727

- 2014-2015 8g087 i 8,848
2015-2(16 75,958 883 8395
2016-2017 55118 0 3(]{]'5
2017-2018 22,259 0 0.77
2019-2020" a9 000 4170 18,500
2024-2025" 38,000 4170 18,500
2028-2030% 84,000 4,170 15,500
2034-2035* i §2,000 4,170 18,500 N
2(38-20407 92,000 3,570 18,500 '

Mate; Units are in AF,

*projected produciion: LﬂDWF‘ 2015 UWMP Exhibit 61

Amidst a multiple year drought, California is challenged with several statewide water
shortage issuss, including over puniping which resulis in land subsidence and dry well
issues. The Stale Legislature enacted the Sustainable Groundwater Management Aot
{SGMA), effective January 1, 2015, in order to equip and empower local agencies with
tools 1o managa local groundwater asins in a sustainable manner. Actions necessary
to achieve sustainability will vary with each basin, but SGMA generally requires local
agencies to form Groundwater Sustainability Agencies (GSAs), develop and implement

Groundwater Sustainability Plans {G5Ps), and monitor and report status of groundwater
conditions within each basin. SGMA will mitigate and pravent the ocourrence of adverse

effects caused by unieascnable use of groundwater, such as groundwater storage

depletion, land subsidence, seawater intrusian, water quality degradation, critical
overdraft basin conditions, and surface water depletions.

Agencies who fail to comply wili tssk havihg their basin{s) being placed on probationary

status which authorizes the State to step in and implement SGMA on their behalf.

Advancing guidelines for the 5GMA, the Depariment of Water Resources (DWR) is

developing its Strategic Plan for a Sustainable Groundwater Management (SGM)

Frogram. DWR's SGM Program is implementing new and expanded rasponsibilities
identified in SGMA. Some of these expanded responsibilities include: (1) developing

regulations to revise groundwater basin boundaries, {2} adopting regulations for
evaluating and implementing GSPs and cocrdination agreements, (3} identifying basins

subject to critical conditions of overdratt, (4} identifying water available for groundwater
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replenishment, and (5) publishing best management practices for the sustainable
management of groundwater.

The City overlies both adjudicated and unadjudicated basins. LADWP is working with its
regional partners towards compliance with the SGMA for the unadjudicated basins that
are located within the City’s boundaries. These activities include formation of:

» an exclusive GSA with other overlaying agencies for the unadjudicated Santa
Monica Basin;

= a GSA for a small area in the eastern San Femando Basin;

« an alternative Analysis, approved by DWR, for the unadjudicated northerly area
in Central Basin. This effort is led by the Water Replenishment District in
collaboration with other agencies like Beverly Hills, Culver City, and the Golden
State Water Co.

Although utilizing these basins for groundwater supply may present certain challenges
related to water quantity and quality, it would increase the City's local water supplies.

MWD

MWD is the largest water wholesaler for domestic and municipal uses in Southern
California, As one of 26 member agencies, LADWP purchases supplemental water from
MWD in addition to the supplies from local groundwater and LAA. MWD imports a
portion of its water supplies from Northern California through the State Water Project's
(SWP) California Aqueduct and from the Colorado River through MWD's own Colorado
River Aqueduct (CRA). LADWP will continue to rely on MWD to meet its current and
future water needs.

In ongoing efforts to evaluate MWD's own import reliability, an assessment was done to
address changes in demand and supply conditions, and to provide additional resource
reserves to mitigate against uncertainties in demand projections and risks in
implementing supply programs. All these efforts went into MWD’s 2015 UWMP.
http://www.mwdh2o.com/PDF_About Your Water/2.4.2 Regional Urban Water Mana
gement Plan.pdf

All 26 member agencies have preferential rights to purchase water from MWD.
Pursuant to Section 135 of MWD Act, "Each member public agency shall have a
preferential right to purchase from the district for distribution by such agency, or any
public utility therein empowered by such agency for the purpose, for domestic and
municipal uses within the agency a portion of the water served by the district which
shall, from time to time, bear the same ratio to all of the water supply of the district as
the total accumulation of amounts paid by such agency to the district on tax
assessments and otherwise, excepting purchase of water, toward the capital cost and
operating expense of the district's works shall bear to the total payments received by
the district on account of tax assessments and otherwise, excepting purchase of water,
toward such capital cost and operating expense.” This is known as preferential rights.
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As of June 30, 2017, LADWP has a preferential right to purchase 18.51 percent of
MW D's total water supply.

LADWP has worked with MWD in developing a plan for allocating water supplies during
periods of shortage. On February 12, 2008, MWD Board adopted its Water Supply
Allocation Plan (WSAP). LADWP supported the adoption of this plan to acquire its dry
weather condition suppliss from MWD,

The record dry and hot conditions of 2014 significantly impacted the waier resources of
both the State of Calitarnia and MWD, DWR limited supplies from SWP to only five
percent of the contractors’ SWP Table A amounts in 2014, This allocation was the
lowest aver in the history of SWP. MWD was able to meet demands in 2014 by relying
heavily on storage reserves to make up for the historically low allocation on SWP.
MYWD's dry-year storage reserves ended 2014 at approximately 1.2 million AF.

On April 14, 2015, to support Govemor Brown's Executive Order B-29-15, and to
reduce withdrawals from MWD's dry-year storage reserves, MWD implemented WSAP
at a Level 3 Regional Shortage Level, effective July 1, 2015, though June 30, 2016,
MW D's dry-year storage reserves ended 2015 at approximately 0.87 million AF. '

On May 10, 2018, citing the improved water supply conditions and reduced water use
due to conservation, MWD voted to end the current WSAP allocation and rescind
WSAP Regional Shortage Level 3 and declared a Condition 2 Water Supply Alert for
allocation year 2016/17. MWD, howaver, called for member agencies to continue with
conservation effarts to sateguard against future dry years. On April 8, 2017, citing the
improved water supply conditions, the actions taken by the Governor and the projectad
storage reserves, MWD voted 1o declare a Condition 1 Water Supply Watch.

The sustainable pLAn calls for a reduction in purchased imported water by 50 percent
by 2025 from the FY 2013/14 level, which was approximately 441,870 AF, To meet
targels established by the pLAN, LADWP plans to increase consarvation, enhance the
ahility for groundwater pumping through increased stormwater capture projects and
groundwater replenishment with highly treated recycled water as well as remediation of
contaminated groundwater supplies in SFB. LADWP also plans to Increase recycled
water use for non-potable pumposes. With these initiatives and under average hydrologic
conditions, LADWP's 2015 {MWWMP projects MWD purchases to be approximately
65,930 AFY in 2025.

State Water Project

SWP is owned hy the State of California and operated by DWR, delivering water to
two-thirds of the population of Califomia and 750,000 acres of farmland. The SWP
facilities include 30 dams, 20 reservoirs, 29 pumping and generating planis, and
appraximately 700 miles of aqueducts and pipelines. The water stored and delivered by
the SWP originates from Nerthern California's watersheds, where most of the State's
precipitation occurs. SWP facilities originate in Northern California at Lake Orovilie on
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the Feather River and is pumped from the Bay-Delia region to contractors in areas north
and south of the San Francisco Bay and south of the Bay-Delta,

MWE receivas SWIP water at three locations: Castaic take in Los Angeles County at
the terminus of SWP West Branch, Devil Canyon Afterbay in San Bernardino County at
the terminus of SWP East Branch Extension, and Box Springs Turnout at Lake Perris in
Riverside County at the terminus of SWP East Branch.

MWD began receiving water from the SWFR in 1972, MWD is the largest of the 29 SWP
contractorg, hiolding a contract for 1.912 MAF per year, or 48 percent of the tolal
contracted amount of the 4.173 MAF ultimate delivery capacity of the project. Variable
hydrology, environmental issues, and regulatory restrictions in the San Francisco
Bay/Sacramento-San Joaquin River Delta (Bay-Delta) have periadically reduced the
quantity of waler that the WP delivers to MWD.

Contract allocations for SYYP contractors are provided by DWR in “Table A, based on
the original projected SWP maximum yield of 4 173 MAF. DWR anrwally approves the
amount of contract allocations SWP coniractors will receive. The contract allocation
amount received by contractors varies based on coniracter demands and projected
available water supplies. Variables impacting projected water'supplies include
snowpack in the Sierra Nevada, capacity available in reservoirs, operational constraints,
and demands of other water users.

Recent Issuss Related to the State Water Project

The United Stafes Fish and Wildlife Service (USFVWS) released a biological opinion on
Recember 15, 2008 on the impacts of the State Water Project and the federal Central
Valley Project on Delta smelf. On June 4, 2009, the Mational Maring Fisheries Service
(NMF-S) released a biological opinion for salimonid species. The water supply
restrictions imposed by these hiological opinions on Delta smelt and sa!monid species
have a range of impacts on Metropolitan’'s deliveries from the State Water Project,
depending on hydrologic conditions. The impact on total State Water Project deliveries
to State Water Contractors atiributable to the Delta smelf and salmonid species
biclogical opinions combined is estimated to be one million acre-feet in an average
year, reducing total State Water Project deliveries to Slate Water Contraclors from
approximately 3.2 million acre-feet to approximately 2.3 million acre-feet for the vear
under average hydrology. '

Colorado River

MWD owns and operates the CRA, which since 1942 has delivered water from the
Colorado River to Southemn California. The Colorado River currently supplies
approximately 17 percent of Southern California’s water needs, and on average makes
up about 15 percent of LADWP's purchases from MWD, This source of supply has besn
secured to MWD through long-standing legal entittements. However, extended drought
conditions and increased demands by other users have recently impacted its reliability.
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The Colorado River supplies come from watersheds of the Upper Colorado River Basin
in the states of Colorado, Utah, and Yyoming. Due to the way that Colorado River
supplies are apportioned, snowpack and runoff levels do not impact MWD water
supplies in the current year. Instead, snowpack and runoff would impact storage levels i
at Lake Powell and Lake Mead, which would then affect the likelihood of surplus or
shaortage conditions in the future.

By MWD having two principal sources of supply that draw from two different
watersheds, MWD is able 1o utilize suppties from the Colorado River to offset reductions
in SWP supplies and buffer impacts of the California dreught. MWD plans to use CRA
deliveries, storage reserves and supplemental water transfers and purchases to maet
regional demands.

Under a permanent service contract with the U.S. Secretary of the Interior (Secretary),

MWD is entitied to receive water from the Coloracdo River and its tributaries. This water

is also available to other users in Califomia, as well as users in the states of Arizona,

Colorado, Nevada, New Mexico, Utan, and Wyoming (Basin States). Under a 1944

treaty, Mexico is allotted 1.5 million AF annually, except in exiraordinary circumstances.

There is long history of compefition among users, but current conditions necessitate
-increased cooperation.

California is apportionad 4.4 million AF, annually, plus one-half of any sumplus that may

be available for use, collectively, in Arizona, California, and Nevada. In addition,

California hae historically been allowad to use Colorado River water apportionad to, but

not used by, Arizona or Nevada. Since 2003, dug o increased consumption, there has

heen no such unused, apportionad water available to Califernia. Of the California

apportionment, MWD holds the fourth piiority right to 530,000 AFY under & 19311 priority

system governing ailotments to California. This is the last priovity within California’s
-hasic apportionment of 4.4 million AF. Beyond the basic apporticnment, MWD halds the :
fitth priority right to 662,000 AF of water. See Appendix F for more details. '

Hizstorically, MWD has been able to claim most of its legal entitlement of Colorade River
water and could divert over 1.2 million AF in any year, but persistent drought conditions
since 1999 have contributed to a decraase in these claims. The recent 16-year drought
has heen so severe thal it has resulted in major reductions in water deliveries from the
Colorade River. MWD's total CRA supply for calendar year 2016 was 985,000 AF and
included a base supply 935,000 AF and water management actions of 50,000 AF.

Reliability Effarts for Southern California

MWD has heen developing plans and making efforts to provide additional water supply
reliability for the entire Southern California region. LADWP coordinates closely with
MWD to ensure implementation of these water resource develepment plans. MWD's
long-term pians to meet its member agencies’ growing reliability needs are through:
improvements to SWP as outlined in the California WaterFix and EcoRestore plans,
conjunctive management efforts on the Colorado River, water fransfer programs,
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outdoor conservation measures, and development of additional local resources, such as
recycling, brackish water desalination, and seawater desalination. These plans are
contained in MWD's 2015 IRP and 2015 UWMP, which can be found at the following
links:

. MWD 2015 IRP,
hitp fimwdh2o.com/PDF_Abouf Your Water‘f?[}'IE%EDIRF‘%EDUDdaiE%EDREDDr
t¥20(web).pdf

. _'MWD 2015 UWwhe:
 httpdwww.mwdh2o com/PDE _About Your Waterf242 Regional Urban Water
Management Plan.pdf

Additionally, MWD has maore than 5.0 million AF of storage capacity available in
resarvoirs and banking/transfer programs. MWD was estimated to have 1.29 million AF
of water in Water Surplis Drought Management storage and additional 626,000 AF in
emeargency storage as of January 1, 2017, Continued efficiency in the region kept
demsands low in 2017, resulting in available water supplies far exceeding demands. Yith
implementation of new and medified exisiing storage programs to manage the available
surplus supplies, MWD was able to store roughly 1.18 million AF in 2017, MWD began
CY 2018 with approximately 2.46 million AF of water in its dry-year storage porffolic.

MWD's 2015 IRP huilds upen the strong foundation of diversification and adaptation
devaloped in previous IRPs. 2015 IRP reinforces MWD commitment to mesting the
region's watar supply needs through an evolving long-term strategy that calls for
maintaining and siabilizing existing resources along with developing more conservation
and new local supplies.

MWEYs 2015 UWMP reporis on water reliability and identifies projecied supplies to mest
the long-term demand within MW[)'s service area. Table V summarizes MWD's
reliability in five-ygar increments extending to 2040 and is based on information
contained in MWD's 2015 UWMP. Az reported, MWD has supply capabilities that would
be sufficient to meet expected demands from 2020 through 2040 under average year,
single dry-year and multiple dry-year hyarolagic condlttons An in depth discussion on
MWD is attached in Appendix F.
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Table V
MW System Forecast Supplies and Demands
Average Year {1822 - 2012 Hydrology)

Supphy {Thousands of AF per Year)
Forecastyear | 2090 | 2025 | 2030 | 2035 | 2040
: Crraett Prograrns o -

In-Region Supalies and Programs - 693 |. 774 852§ ese | 992
State Water Projet’ .~ 1,565 1576 1,608 1,632 1,632
Colorado River Adquedust Y a

Colorado River Aqueduct Suppie® 1468 | 1,488 1,454 1,471 1,460
 Aguetuct Capacity Limit’ 1200 | 1200 1200 | _d200 | 1,200 |
Colorade Aqueduct Capsbiity 1,200 1,200 1,200 . 1,200 1,200
Capablity of Current Programs 3,448 | 3550 3 E58 1,788 3.824
. Damants

i Total Demands on MWD 1,586 | 1,638 : 1,677 1,726 1,765
Imperial Irigation District - San Diego Counky Water
Autharity Transfars and Ganal Linings* 274 - 2BZ 282 282 | =282

. Total Damands on MWD 1,860 1,918 1,859 2,005 . 2,047
Surplus 1,588 1,832 1,600 | 1,730 | 1,777
Frograms Undsr Davalfaprmet
In-Renlon Supplies and Programs : 43 A 118 1680 200 |
State Water Project _ 2 20 266 268 268
Colorado River Aqueduct ' _
Colorado River Aquoduct Supply 5 | 28 25 95 25
| Aqueduct Capacity Limif D A B N 0
Coivrade River Aqueduct Capability ] 0 a P D o . 0
Capability of Programs Under Development a3 100 366 - 428 468
' Maximum MWD Suppfy Capabllity | 3,51 3,650 4,044 428 | 4282
' Potantial Surplus | 1,651 | 1,732 2085 @ 2,208 2,245

1. Includes wales Itangfarg and groundwater banking associated with SWE.

2. Includes 256G TAF of nen-wWE supplles corvveyad In SRA For Tmparial Irigation Giafrict - San Diego County Wiater Authority
Transferz and Canal Unings.

4. ORA has &4 eapacily conatraint of 1,20 MAF per year,

4. Doss nol Ineluda 16 TAF subjart to satisfaction of condifions speclficed In agresment amang WO, Lhe LIS, snd tha San Luis Rey
Setfiernent.

Secnndary Sources and Other Cdnsideratiuns

Stormwater capture, water conservation, and recycling will play an increasing role in
meeting future water demands. LADWP has implemented stormwatsr capture,
conservation, and recycling programs with efforts under way to further promote and
increase the lavel of these programs. LADWP is committed to supply a higher
percentage of the City's water demand through local water supply development.
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LADWE woiks closely with MWD, LASAN, other regional water providers, and vatious
stakeholders to develop and implement programs that reduce ovarall water use. One

example of such collaboration is an integrated resources planning process.

- City's IRP is a unique approach of technical integration and cammunity involvement to

guide policy decisions and water resources facilities planning IRP recognizes the

inter-relationship of water, wastewater, and runoff management. Initiation of IRP began

in 1989 and culminated in itg adoption in 2006. Through the stakeholder driven IRP

pracess, detailed facilities plans were developed for the City's wastewater and
stormwater systems through the planning horizon of 2020,

One Water LA 2040 {One Water L.A} plan is an initiative building upon the success of

the IRP. Cne Water LA extends IRP planning pericd to year 2040 and takes inlo
consideration an additional emphasis on environmental, social, and sustainability
factors. The overarching goal of One Water LA is to maximize rezsources through the
integration of multi-benaficial collaborative programs and projects to make the City

greener and more sustainable. Cne Waier LA will follow in the feotsteps of IRP and will
be a staksholder driven process with a goal of increased public involvement to
represent Los Angeles' diversity in geography, inferests, and demogiaphics.

Summary of Water Demand and Supply Prciections for 20

Years

Table VI tabulates the service reliability assessment for average weather year. Existing

water conservation has beean subtracted already from projected demands, but new
water conservation is included as a supply source,

Table VI :
Service Area Reliability Assessment for Average Weather Year

Demand and Supply Projections

Averaqe NWeather Conditions {(FY 1951/62 to 2010¢17)

(i acre-feed) Fiscal Year Ending an June 30
2020 2025 2030 2035 2040
Total Water Demand! 611,800 644,700 £i52, 500 661,800 [ 675700
pLAn Wates Demand Target 485,600 533,000 540,100 551,100 | 565,600
Existing f Planned Supplies
Conesrvaficn [Addiienal Letlve? and Passive® after FY#4/15) 125,800 110,500 111,400 109,100 [ 108,100
Los Angeles Aqueduct 275,700 203 400 241,000 288,600 [ 286200
Graundwaters (Met) 12670 110,670 108,470 114870 [ 114,070
Recytlad Water
- irfigation and Indugtrial Lse 18,800 | . 29000 39,000 42,200 A% 400
- (roundwiater Replenishment 0 30,000 30,000 30,000 apLee
Stormwater Capture -
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- Stomwater Reuse (Harvesfing) 440 BOC 1,200 1,600 2,000
- Stomnwater Recharge (Increased Fumping) 2,000 4,000 8,000 15,004 15,000
Subtatal 535,370 578, 537 470 801173 | 600,770
MVID Water Purchases
With Existing’Planned Suppliea 75,430 f5,93] B, 430 60,650 74,930
Total Supplies 611,800 644,700 652,800 661,600 675,700
Potential Supplies
Waiter Transfers 40.000 40,000 40.000 40,000 40,000
Subtotal 40,000 40,000 40,000 40,000 40,000
MWD Water Purchases
Wiith Existing/Plannad/Petential Supplies 35,430 25.830 25430 20,830 24,830
Total Supplices 611,800 644,700 652900 661,800 | 675700

1Tatal Dervand wh. atlslirg passhs censsrdatkon

* Cumnilzdiva hardwae savings since lats 19803 reached 11E.I:l_3-4 AFY by 2014415,

* Addiione nonk Breers consensation mequirsd fo meet weter uae redy zlicn goals set i the Sustainable City plan,
+ LADWF amizipatas conasrving 22000 AP of viater 1 3age for dus® mitgation o Cwena Lake aer tre Master Projact ia implsmented in FY 2023-24, Loa Angeles
Lauaduct supply is esimzies to decrmass D 16E2% parvear duz b climabe change irr s,

f =t 3 enclades Shormwa’sr Recharge anc Groundwaies Replenisamsnt supplies fat contribute 1o incrgazed pumping. Tae LADWE Srovadewatsr Rermedistion
profeet In ke Ean Farnando Bazin s expactsd b operathon Ir 208122, Storags cradll of 5600 AFY will be used b maxinkza purpleg In20 1820 and thaceatar.
Sylmear Begin prdyction ill inatsazs b 4, 17 ASY from 201516 5 X38-30 k quold e expiration of sarsd weter credits, - er go bach b fis ent:lement of 5570 A=Y

in 202940

* Petanlial weror fransfer socurzin dr_l.r;.'aafs with 2iored wiabar acspired in average ans wet years.

Service area reliability assessments for single-dry year and multiple~dry year conditions

are shown in LADWEP 2015 UWMP Exhibits 11F through 11H. Demands are mst by the

available supplies under all scenarios.

Rates

Capital costs to financa facilities for the delivery of water supply to LADWP's service

area are supportad through custemer-hilled water rates. The Board sets rates subject to
approval of City Councll by ordinance. The Board is eabligated by City Charter to
astablish water rates and collect charges in an amount sufficient to service the water
system indebtadness and to meet its expenses for operation and maintenance.

On Mareh 15, 2016, City Council approved the new water rates and rate structure, New
water ratas, which became effective April 15, 2016, through Crdinance 184130 provide
for modest rate increases each year over a five-year periad for infrastructure
improvements, meeting regulatory water guality requirements, Owsns Valley mitigation
measures, and expanding the focal water supply, which includes recycled water,
stormwater capture, conservation, and groundwater remediation. New water rate
structure incregases the number of tiers from twa to four for single-family residantial
customers. Goal is to incentivize conservation while recovering the higher costs of
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providing water to high volume users. In keeping with cost of service principles, the
incramental pricing for the tiers is based on the cost of water supply.

Findings

The Hollywood Center Project is estimated to increase the total water demand within
the site by a maximum of 205 AF annually. This additional water demand has been-
accounied for in the City's overall tetal demand projections in tha LADWE 2015 UWNP
using a service area-wide approach that does not rely on individual development
damand. The LADWP 2015 UWMP utilized SCAG’s RTP data that provide for more
reliable water demand forecasts, taking into account changes in population, housing
units, and employment.

Based on Planning Department's datermination that the Holiywood Center Praject is
consistent with the demographic forecasts for the City from the 2012 SCAG RTP,
LADWE finds that the Hollywood Center Project water demand is included in the City's
LADWP 2015 UWMP water demand projection. Furthermore, the LADWP 2015 UWMP
forecasts adequate water supplies to meet all projected water demanas in the City
through the year 2040,

LADWP tharsfare concludes that the maximum of 205 AFY increasa in the total water
deinand for the Hollywood Center Project within the available and projected water
supplies for normal, single-dry, and multiple-dry years through the year 2040, as
described in LADWPF's 2015 UWMP . LADWP finds it will be able to meet the proposed
watsr demand of the Hollywood Center Project, as well as existing and planned future
water demands of its service area.
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September 6, 2018

Mr. Richard F. Harasick
Senior Assistant General Manager for Water System

Los Angeles Department of Water & Power L MV ER RSO TRER I

111 Morth Hope Street, Room 1455
Los Angeles, CA 90012-5701

RE: REQUEST FOR WATER SUPPLY ASSESSMENT FOR PROJECT LOCATED AT
1720, 1759, 1750, and 1770 VINE STREET, 1770 IVAR AVENUE; AND 1733
NORTH ARGYLE AVENUE, ENV-2018-2116-EIR, SCH# 2018051002

Dear Mr, Harasick:

The Department of City Planning is preparing an Environmental Impact Report in
accordance with the California Environmental Quality Act (CEQA) for a proposed project
located at 1720, 1759, 1750, and 1770 Vine Street; 1770 |var Avenue; and 1733 North
Argyle Avenue (Proposed Project). Pursuant to CEQA Guidelines Section 15206(b)(2)(B),
this project meets the criteria for being of “regional significance” because it includes the
development of more than 500 dwelling units, a shopping center or business
establishment encompassing more than 500,000 square feet of floor space or employing
more than 1,000 persons, and a commercial office building encompassing more than
250,000 square feet of floor space or employing more than 1,000 persons.

For this reason, the proposed project must comply with the water supply assessment
requirements of State Water Code (Section 10910-10915). As such, we are requesting
that the Los Angeles Department of Water & Power prepare a water supply assessment
to determine its ability to meet the water demands of this project. Provided below is a
description of the proposed project:
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Froject Infermation:

Erofect Tifle;
Holiyweod Ceriter Project

Project Doveloper

MCAF Vine L1.C, 1750 North Vine LLG, 1749 North Vine Street LLC, 1770 lvar LIS,
1733 North Argyfe LLC, and 1720 Morth Vine LLG

1995 Broadway, 3" Floor

Mew York, MY, 10023

Contact Information
Department of City Planning

Elva Nune-0'Donnall, Clty Planner
(818) 374-5066
ghia. nuro-odonnedt@laciy.om

EIR Cansultant

Environmental Science Assoclates (ESA)
Addle Fairell, Project Managet

(626} 7T14-4610

AFansli@@esassoc.com

Project Location

The Froject Site is located within the boundaries of the Hollywood Communlly Plan Area
of the City of Los Angeles, The Preject Sits consisls of 10 individual parcels covering
approvimately 4.46 acres and is bounded by Yucca Street on tha north, Ivar Avenue on
the west, Argyle Avenus on the east, and Holvwood Bouslevard on the socuth, and is
bifurcated by Vine Street. The portion of the Project located between var Avenus angd
Vine Street is dentified as the “West Site,” and the portion located between Vine Strest
and Argyle Avenua ig identified as the "East Site.” A list of the property addresses and
as58e8s0r parcel numbers associated with the Projfect Site are [dentified in Table 1, Profect
Site Addresses and Assessor Parcef Numbers. The Project [acation is shown in Figure 4,
Profect Location Map (attached).
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PPN

— Current Use

The Project Sits is currently developed with a single story building leased by the Amarizan
Musical and Dramatic Atademy (AMDA] and surface parking lot on the West Site and the
Caplic! Recards Building and Gogerty Building {the Capitol Racords Complex) with a
suiface parkling iof on the Bast Site. As summarized in Teble 2, Exisling Land Usos on
the Prgject Sife, below, there is spproxirmately 118,540 squarse Taat of axisting improved
structural flocor area within the Froject Sits.

1720-1724 Fooith Vine Sreel SR46-030-054 Bnrtaco Farking
17451 733 Nowth Ving Btect. F3da-0n4-ad Bt Lo Parking
6236 Weat Yuoco Sirest, 17401758 Nouth SEAG-IB0-0E Office Buildiug (Capitot Reooids Complex |
ving Strect -
1770 Mawth Viar bties F4N030-042 Offics Building {Capfiol Hecords Cutnplex
270 Wzt Yuoen Sreset S546030551 Office Bulliing {Crpital Rorgréa Complan |
334 West Yoona Strect S534E-004020 Srorage Building

| 17451754 Norta Tvar Avemar 5604004 Aurfaop Parking
17231745 Wenlh Adgryle Avenns SRAALI0033 fnrtane Bardng
No dddress i a3 H04-0el o Burfiace Pavking
M0 Addpass ) 5R4G-04-052 o Surkoe Purking

Existlng thses

Talile 2
Existing Fouwl Uses on thic Froject Site .
T Net Developed Floor Ared
7 ocation Laud Use Type '*;E qf:l’a;; y ;‘;’
1751 Hotth Vine Stroct Aroengr. Brilding 1,237 of
1741 North Vine Streel _
L750 Month Wlae Srect Qftiee Swilding (Cupitol Kenrds Dulliys) B 664 af
6216 Wesl Ybgn Siaal ' _ '
1760 Mwiy Vine Streal — . g . i1 n
1770 Vorth Vina Strecl Cffien Building (Cogerty Building) 21,639 af
FOTAL T A40 ot

DF b m;i_s-ilhn suare factaga, surfaca pearking ereqs and e 1.237 aquk

Capltal Raecards Corples: wodd ned be modiied as part o6 <he Project.

SQUFREE: Hande! Aretillacte LLE, 2018 and Jeries Cenirar Flald Operaiions, 2015

ré faod Sioesge Bullding wauld be femeishatl. The
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Whilﬂihere is &0 exésting 1, 237 sgjuare-foct sloraga bulldlng on the Project Sits that would
be demolished, it is cumantly leasad by AMDA as 8 wark spece, and there i3 ninimat
regular water use. Additicnially, the 114,303 square-foot Capitol Fiecorde Complex would
not ba affected by the Project. Therefore, for cengervative purpeses, 1 1s assumad that
thare is no existing water damand on the portions of the Project Slite thai would be
damalishad f5r the Project., All new water damand assovigted with ths Frojsot would be a
net Incraase.

Project Chiaracteristics

The Capital Records Complas an the Fast Site would be preserved, although some of its
supporting parking area not adjacent to the complex would be reconfigured and relccated
to tha Fast She flve-flcor subterransan and grade-lsvs! parking garags. The remalnlng
surfaces parking uses on the Piojsct Sifs would be removed In order to deveiop 2 mix of
land vees, including residertial uzes {marketrate and senlor affordable housing units);
commercial uses, parking, and associated lartscese and cpan space amenitles. As
shown In Flgere 2, Concepiual Bite Plan, four new bmldmgs ars propossd, nchuding 3 35~
story building on the West Site (West Building), 2 46-story building on the East Site (East
Building), and twe 11-sfory senig buildings (West Senlor Bullding and East Sanior
Building) set gside for exremsly-iow and very-low income households {onz building on
each site) The Froject would develop epproximately 1,257,150 square faet of davaloped
froor area, Inciuding 1,005 residantial hiousing units (872 market-rats units and 15353 sanior
affurdable housing unlts} totaling approximately 1,256,974 square feet of residental floor
arca, approximately 30,176 syusre fest of cothmercial flcor anes {retall and restaurant
uses), approximately 180,707 equars feet of open space and amenities, appm&dmateiy
1,521 vehicle barking snaces, and approximately 551 hicycle parking spaces. The Foject
wouid have a flcor-area ratlc (I'AR) of 8.975:1 {up to 711, see Andicipated Approvals
halow), which includes the existing 114,303 square-foot Capited Records Complex, and
wolld result in 1,401,453 square feet of davelopad floor arsa on the Projact Site.

Under a proposad Hatel Option associgied with the East Site, the Project would replace
104 resldentlal unlts within East Building ievale 3 through 12 with & 22000 hotel, with
no change to building heights and massing. The number of affordable residantial unite
within the East Benlor Bullding would ba reduced by 17 units and the height of the bullding
would b reduced from 11 siorias to 8 storiss. Overall under the Hotel Gption, there would
be approximalely 1,272,741 square feet of daveluped floor arss, including 884 rasidantis!
houslng units {788 market-rate unie and 118 senior affordable housing units) with
approximately 1,112,287 squars Teet of residantial floor ares, a 220-room hotel with
approximataly 130,278 squgre fest of floor area, 30,176 stjuare feet of other commercial
floor area, 147,366 square fast of open space end amenities, 1,621 vehicle parking
spaces, and 554 bicycle parking spaces. The Hotel Oplion would have a FAR of 6.903:1
(up to 7:1, ses Anticipated Appravals below), which includes the existing Cepited Records
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Complax, and would result in 1,587,044 square feet of devaloped foor arez on the Projest
Blte. - ' :

The Froject would vequire two cosling towsrs {one for the East and ons for the West
Bullding} with 5 totai capacity of 2,925 tons (1,450 1ons for the East Buiiding and 1,475
tons for the Weat Building). Undar the Hotel Cplion, the cooling towears would hava a totzl
zapacity of 3,000 (1,525 tons for the Fast Bullding and 1,475 tons for the West Bullding).
The cooling towars, under both the Residential and Hotel Options, would be pari-iime
oparational and would run 12 hours per day / 85 hours per wesk f 4,500 hours annually.

& summary bl the iand uses and amouni of squsrs fest of development for the Resldentlal
Option 22 defired by the LAMC is presanied in Tuble 3, Proposad Davelopment Pregrarn.
Elevations of the Project 2ra provided in Figuras 3 42 5, attached; illustrative rengsrings
are provided In Figures 6 snd 7,

S Tabled oo
Propoged Bevdlspmpnt Peapram - N
) ' Tuinl {4erae Frabeol
West Niie"  Eagt Sitn . Liie)
L 184405 a¥
Site Args (Pre-Lisdivnling} Th, Y at 115,66 af . [446 Ao}
’ 200925 gl
Lire Area (Post-Dodicatio" 23708 5 117,133 8t (4471 Anogx}
| ety Building Halshe 460 Fol 505 faet 56 fhot
Raxidzadel] '
| Aarkat-Neve Units _
Dum'ﬁe_d]‘amn 195 du 175 dn . 30w
To-Bedioromn : 198 dn - 172 4y G
| Thteo-Befponn v V6 du 132 do
- Subioeal MarkerRare Lnts ) 249l ¥ dn H75
- S Martar-Rore Residantiol Flogr
. dran - 534047 T2 aF 0GR 80 o
b Senior Affontable Uit '
Chng-Eodronm . 31l 33du 112 du
Two-Bedroouw : : 94du 1Zdn 21 dn
Stubtoda! Sefar dffordaSle Tt 08 e 5 o 13 dn
Subpoget Senloe Aifardable Realdondial :
Flane Area ' &2k g ELTRTuf 13400088
Tiedonr Revidectinl Anenities nad Loflvay
Tarket Rate Resldeatial 33 sf 26,178 of 61,179 s
Benior AlTrdobla Resldential 4415 af ER LT 7.0k =f
Bupiceid fudvoy Ferldenitol dwenifies ond )
Lubbiay Floar Are 3B BiGsf iR o a8 880 of
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ﬁupﬂubﬁ I!éve:ln’pment _ngmm A AP
Toda! {Aeroun Frajaet
_ Wet@e Pt Sike o Sk

Comemerein] )
RoasmewdReals ' 12,699 ol 07 405 s 10,196 sf
2k Coanoereial _
vaadriwiaf Cemmercial fiaar Avag 13081 2f 17488 87 _ LN TS
Twed Fluor Avep A, 743 ot £38.407 & L7 IS0
Foinl Buflfatla Flape Ares for Floar . .
A Hadho LT 458 &'
Flovr Ares Bnilo : £49T50"
Eayidag
Fefeloeinr Parilag 3
Required A3 spuces S4d spanes 0T mpaees |
Propiosed 237 spaces 8%4 RpAceE 1,521 spaces
Bloyoke Parkiny '
L.ang-Tonn . T apaces 241 spyues AR ey

| Fhl-Tam 1 gpran 32 ko, i Geces
Opud. Bpase
Ouletpre Comaemim Open Spikes 30,473 5t 43,575 s : 12,348 sF
Todnre Coremes Open 3pace 20,01 ol 110060 51 k39 6F
Srbdoer! Cotipnemt Cpent Spae WA gf FEAE 1440750
Privabe Bulomicy 210047 24,200 gk 46,300 51‘_
Total Lpon Sprce Pecolded 31,564 5f PRI EF T8, PO
Tirder! (Tpene Sprice: Regiiined ) 4,675 o 59, I g 130,873 88
A sl ="gguara luat, 'du” = 'duslling crity? .
b Pest-fedization squars foolags k caluialad with the Inclus|on of the 1,267 squars-fool Ewst Site &lley Merger ans the 5,163

Eldenvaik merger {along Yiana Sireetand badh Bldes of Vina Etreal) orea,

cT;aﬁl;ﬂHaI;??‘lwulalad = the 1oted buddakle anee (1,407,453 sauare iacd) divided by the boial Prefost Siia ot grtae (200,925 ecuarg
SOURCE: Haadel Arphltects LLP, 2018 2nd Jarmes Dot Flals Queralions, 2058 —_— _

Construction of the Froject would be compleied ovar an approximately six-year perioc.
Activitles would begin on the Wast 8lie in 2021 and construction an the Cast Site would
bagin In 2024, It is anticipated that the Project would be fully cherallona! by 2027,

Prepozed Ertitflements

In order ta develop the Froject ag proposad, the followlng antittements are requirad:

1. Purzuant to the Los Angeles Municipal Code {the "LAMC") Saction 12.32-F, a Zons
Changs to C2-2-8N;
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2. Fursuant to LAMC Section 12.32-F, a Helght District Change for the Property to
rernove the O Limitation, which limits FAR;

3. Fursuani to LAMC Secfion 11.5.1 H{e) and subsaquently California Goveinment Gode
Baction 65215{k} or the Applicebla Housing Incentive Program, three incentives,
concessions, reductions, or medifieallons of zoning code reqmrements to provide for
affordable housing costs as foliows:

a. A floor area modification to allow additional floor arez up to 7:1 FAR in ligu of
the eligible 8.1.1 FAR, .

b. A develeprnent modiloation fer belcony fioor area to exclude resldential
balconies and teraces from consklerafion as floor area, &8 defined by LAMC
Section 12.03; and

g. A development modification to allow a grester number of smallar affordable
units with isse bedrooms and a differsrt unit mi and unit type o accommodate
Sanior Affordable Housing Unlts In Hleu of praviding the requislie numbsr of

- Restrictex] Affordadle Unite;

A, Pursuant to LAMC Section 12.24-W .1, & Mastar Conditional Use Permlt for the sale or
dispensity of aleohnlic beverages for on-site and cff-site consumption;

5. Pursuant to LAMC Secfion 12.24-W 19, a Conditional Us2 Permit for 3 unified
development {o allew floor ares ratio averaging end residsntial danmty’ transfer
betwean the Fast Slie and the West Sife;

6. Pursuant lc LAMC Section 16.05, a Site Plan Review fur a development that rzsults
inan incroase of 50 or move dwelling units and/or guest rooms or genarates more than
1,000 gverage daily tips;

7. Pursuant to LAMG Sectlon 17.45, a Vesting Tentative Tract Map No. £2152 to margs
{iy an alley to add 1,267 squara fest to the Property and {il) portions along the sldewalk
of Yucoa Strest and both aides of Vine Sireet to add 5,114 square feet to the Praperty,
azsoclated heul roule, and remmoval of 12 street trees; and

& Pursusnt to California Covernment Code Sections B5864-85866.5, a Development
Agresment between the Applicant and las City of Los ﬁsngﬁ!es {anticipaled 1o exland
throtigh 2040).

in addition io the entifenents identified above, epprovals are also requirad from other City
entities for the Project, inciuging, but not mlted to, approvals and parmits rom the City's
Departinent of Bullding and Safely and Public Works {and other municipal agencies) for
Project construstion activities, such as demoliion, haul route, excavatlon, shoring,
grading, foundation, building and interior improvements, and the ramovai and replacemeant
of trees an public andfor private property,
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Land Use Consigtenay and Growth Projections

" The pronosed Project iz conslstent with the demographic projections presentsd In

| ilongleg bnlts and Pomudation,

Southem Calfornia Association of Government (SCAGY's 2012 Regional Trensportation
Flan (RTP) and 2018 Ragionsl Transportaiion Plan/Sustaingble Communitios Strateqy
IRTRECS). The Proiect's contribution to population, housing, and employment
oppoturiiies are zhown below in Tukle 4, Froject (Residsntfal Oplion) Inerzases in
FPopuisfion, Rousing, and Employreant and Tehia 5, Project (Rotel Cpfion) increases in
Fopulalion, Housing, and Empfepment. '

Whiis the City often uses the tos Angelss Uniffed Schoot Prstrict {LAUSDY 2016
Devaloper Fee Justificailon Study smployes genaration factors to caleulats the numiber of
smployaes generated by the Project, &n Bconomic and Fiscal Impact Raport (Econemic
Faprort) was preparad specifically for the Frojest on April 24, 2018 anc provides a more
cetailed estimaie of employees that would be generated by the Pioject using IMPLAN
modzting. The esilmated Projest increase in employess based on the LAUSD smployee
ganeretion faciors are shown as foothotes i Teble 4 and & for informational purpozes.
For conaervativa purposas, the Project increases based on the Economic Report are used
to confirm the Projet's conaistency with SCAG's 2012 RTP angd 2016 RTP/GCS,

S LY Q,v?.ﬁ -E""'E"r”-‘ﬁk L SR _—
N A mﬂ Wﬁw ;
i ﬁ*ﬁ“ }‘g sﬁgw,ﬂ% Sy

Lﬁ.&"’f e S i

i ‘Loial Hanaing Unite Avurage Taoselipld Siat ‘Tatn] Poprlation

LS o B4l 2,443

; ' :

| Use Aoy Samber of Emloyves® ]
Tropcaes; r

° g

Marleet Raze Units 172 dwclling nite 457 i
Affrrdyhilc Units 133 dwollng enits IT g
Razmurant Uses 31,1 T s $eot 203 :
Total Tmpicyess Gaiatud 623

® Tha everage househcld size reflacts the Clywide Parson Par Housshald fer-.tur far mult-famlly unita ae publlshsd In the

2315 Amerlean Gompmunity Survey,

b For relamncs, beesd of the LAJSD 2014 Developer Fes Jusiifioation Study, the restaurant’retall Uses wauld uae the
Meighbaihesd Shopplng Ceniers gensiation facior (2.00271 employsee per sf) and would caremate approslmalaly 52
smpiryses. Ueng ke LAUSD 2018 Dawlopsr Fae Justfleafon Study, the total Prolect under tha Residential Oplior
(Inpluding reeldental sand resteurantireial usss} would generate 2 total of approxltately B2 amployees.
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Face Dofid
DA 'Eahh,aﬁ o '
ijm {H&tcl ﬂpﬂnu} Iﬂ_____ mm anluat;@i Hnusmg, ar-d l,mpm\zm‘eut
Huvsing Uhiic and Poralation
T:r_tal Hamsing Uniig - Averare Hongehold Sizet Tatal Population
B35 . - o243 . 2,149
Eogpplgs oo
e Saponnd _ Mtz of Eaopleyeast
| Proppeed
! backet Bato Uit ' 768 dwalling units 435
Aftodable Ttz ' 1 Le dwalling: unils 16
Bustuirkent Lies 30078 sy fesl Pk
| Hotok 130,278 aguere foet 140
Total Emyrloy s Groarated, B4

? Tho averages household =iz rafonte thy Cliyvilde Person Par Mausehodd fastor for mult -Tamily unlis a6 pubdlehad in fie
2018 Amenian Cemmmuanity Suvey

U For reference, based on the Lﬂ.UBD 2078 Developar Fe& Justification Shady, the restaorantieizd uses would use the
Malghborhood Shopplng Centars generatlon factor (L0027 employess pec of) end would gonmarabe 2poraxdnakaly 82
erployess. Tha holal ombonct woshl yes & generaiion fuctar of 000193 émployees per sf end would gensrate
approdmately 148 employeas, Welng tha LALSD 2016 Devalopar Fae Justificallon Shady, Ihe tatal Project under the Hoks]
Qodlan (Irefiding residential, reslatnar) Lfrch:ir. A qquJI NS0E Wk genessta g dolal of apeximataly 230 smployeas.

Tabtes 3 through 8 below present 8 compariscn of the projected Project ingreases (based
on the [zconomie Repord) in population, housing, and employment under both the
residantial and hotel oplions &s compared tc SCAG'e 2012 RTP end 2018 RTHSCS
growth projectons for the Cily of Los Angoles,

SCAG Prajested Project Parcentipe

Trimjiit Frcraame Eroveti of Grewih
Fopulutien
2018 2027 Budldont 2445 100,354 L3%
2418 - 2035 Profeetlot Aorkeon 2442 165,767 0.:1%
Boasehinlds
2018 — 2027 Buildou LEs 104,054 1.0%
2018 -209F Profestion Hovizoen L JHES 185,200 0.5%
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Enstaplts yavs et

018 - 2027 Badldool Gk ' 95,490 1.3%
2012 - 2035 Frofotion Horleen ol {gasn 7%

EORCE E5h, 2 18. Basad o SOAG TR projactions,

SUAG Projocted Froject Furventags |
Froject Liercase Growth ol Grarif
Peradaiton .
| 2019 = 2027 Buitdont 2149 | 100,354 1% 1
| 2018 - 2035 Projestion Horam 2,149 365,767 0.6% i
I 'Huubulil:.llds .
3013 2037 Dulhlout 544 104,54 | 0.9%
[ 2015 - 2035 Projection Horkzon 884 195 200- §.5%
Ernp Lot i
015 — 2927 Bulldoul B2S 54,330 1,5%
1 2618 -2035 Brojentlen sorlon 825 1021150 8%

" BOORCETEEA, 20156 Tased on SGAL 2018 TP peojaetons]

BAG Projosiedl

Praject Poresaiage
Projeet Inereasn Growih of Growih ]
Pl ptics . i
20332027 Bulldoul 2443 24) A4 0%
2018 - 204 Projestlen Horlzon 2443 035,275 124%
Hesselhnlds _
-_2_0-]5— 2027 Bwdldoue 1005 111600 0.5%
204 - 2040 Profeton Hotlesa 10Uz 2ITRTS 0.4
E'mplzyment
201 H.--ﬂl.’ﬂ'I Butldou 043 146,255 0.5%
2014 ~ 2040 Projaciina Harlzom o it 320,375 B2y

EOURCE: ESA, 2018, Besed on SOAG 216 RTP/ECS projactione,
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...~ Trojest (otel Option) fmsﬂmméz"w 8 Projaitl Grameh (-
SCAG Frojecinl  Projoct Pergentnge
Projest Tnvrense Crowth of Griwik.
FPogulativa
ZOEE < 2027 Budlioug z,140 A1 A48T : £, 55
RITE - 20 Prefection Horlzon 2,140 635,375 0.8%
Hompealds
2018 - X127 Buitdont -1 I11,B0% 8%
| 2078 - 204 Puogesticn Houlzua 884 277,875 6.3%
Empioymunt
201 8 — 2027 Buildinu 525 . 1116,255 .55
2018 ~ 2040 Frolemion Hotlzon 825 120,375 %
GOURCE, E5A, 2018, Hason ol S0AD 2018 RTPSCS projectons.

Ags shown In Tables @ thiough 9 abovs, all Project scenarins and gsgociated Incraasas in
populstion, housing, and employment wauld bs consisient with the projections in SCAG's
2012 RTP and 2616 RTR/SCS.

Landscaging/Open Space

Outdcor open space has been designed to promiots the use of public opsn space and
pedestian lirkapes and enhance walkability. The ground floor open space areas create
Intsgratad multi-programmed ouidaor courtyards that will function as local hangouts as
wall a& towist destinations, Fach of courtyards is proposed to include planting and a watar
feature wall. The water festurs wall would run a sheet of water approrimaiely 0.5 inch
deep onto approximatsly 500 square feat of sione waik.

Additlonal outdoor open space would Inclugde privats balconiss and amenity dacks for both
the Wast and Eas? Buildings. Both West and East amenity decks provide smenity
nrograms such ss social gardans, viewlng terraces, avtdoer firepisces, dog runs and multi-
purpese owtdoor dining f event area, as well as water faatures such as pools, hat tubs,
and kid's pocls. The water features, listed below, will all be 4 fest deep.

« \West Site Spa — 240 squars feel
e Wast Site Kids Pool - 540 square fest
« Waest Bile Fool — 1,700 square faet
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¢ East Gits Spa — 128 square fent
s East Site Kids Pool — 340 square feai
» East Site Pool -- 1,275 square fest

The Project Site contains 20 zirset irees and 48 nn-site trees, nene of which sre protected.
The Froject would provide the required 252 trees (1 fres per 4 resldantal units) througivols
the Projest Site. The Project would further comply with the City's Urban Forsstry Divigion's
recuirements, whish currenily requlres sireet irea replacemant on 2 2;1 basis and-approval
by the 3oard of Public Yaorks.

A total of approximately 165,707 square fest of ussabls cpen gpece would be provided
across the Projent Sits, of which 82,548 zquars feet would be outdoor open space. Of the
popesed common open space, approximiately 23,844 square fest s proposed to be
landscaped under both opticns,

Tekle 10, below, shows the plant factors and the square footeges for each proposed
Hydrozore Area, The Very Law (4,320 squars Teat), Low (12,375 aquare fest), and part
of the Moderate Hydrozone Arcas (5,345 sguere feet) walld use Jdrip imlgatlon, Tra
ramainder of the Modarate {1,014 square feet) and High Bydrozona Areas (780 squars
feat) wouid use cverharnd spray, The landscaped areas would mest California Assembly
Bilt (AR} 1881 .and all applicable Model Water Efficiont Landevape (Ordinznce
requirameants.

’ Hydroisne Ares

Hydrozsts FF sijunre foet (sF)

Yoy Tow N ' 4,520 5t

Low 0.3 12375 of

Mndecte _ oG . 53599 .
| High (L5 740 of

Tota? . ) X844 B

ROURCE: Totfroy L. Bruee & Company, LI, 2014

Fhrking

Parking for the Prcject will be provided in zecordance with the LAMC requiremerts. The
Yiest SHe would provide a iotel of 537 vehlcular parking spaces within 8 five floor
subterransan and grade level parking garage. The East Site would provide 884 vehiculsr
parking spaces within a five flowr sublerransen and grade level parking gerage. All
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provided parking for the Project would be covered and below-grade. The totat parking
argas wauld encompass appraximately 676,111 square fest, excluding utllity ravms and
alevator shafisistafrs.

Environmgntal Desiun Features

The Project would be designed to meet the standards of the United States Green Building
Coungil (USGBC) Leadership in Energy and Environmental Design (LEED) Gold or iz
sguivalant. Furthermeors, the Projasl would be designed fo be an Environmanial
Leadership Development Project (ELDP), as considered under the Governor's Office of
Flanning and Resaarch. The Pyolect would also comply with the City of Los Angeles Green
Building Code, which builds upon and -sets higher standards than those Incorporated in
the 2010 Califomnia Graen Bullding Standards Code (CALGresn). Soms of the Project's
prepasad design fealures that wauld conirlbute to energy efficlency include cool roofs;
slestrlc vehlcle cheryersispaces; energy-gfiicient appliances; water-efficient plumbing
fixtures and fittings; and water-efficient landécaping.

Thank you forvour assistance with this request, Your expert svatuation will belpn to ansurs
that cur analysis of the Proposed Project's Impacts on weter demand is accurate and
complets. i you have any guestions of commants, please contect Elva Nufia-0'Donnetl
at {818} 374-5066 or emall elva.nunc-odonnel @laaity.org. '

Sinceraly,

S looswnk - Cobernd G

Elva Nufio-O'bonnell
Clty Flanner _
City of Los Angelss Depattment of City Planning

Attachments:

A Figure 1, Project lLecation Map
Figure 2, Existing Site Plan
Figures 3-5, Building Seclions
Figures 8-7, Simulated Views

Co Jin Hwang, LADYWE
Delon Kwan, LAIWE
Tharesg Kim, LADYWE
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Hollywood Center Project WSA - Scope Confirmation
3 messages

Hwang, Jin <Jin, Hwangfladwp, com= Tue, Oct 9, 2018 at 2:20 PM
To: "Elva Nuno-0'Dannell <elva.nunoc-odonnell@lacity. org= (eha.nunc-cdonnell@lacity.org)" <elva. nuno-odonnell@lacity.org=
Co: "Kwan, Delan” =Delon Kwan@ladwp. com=

Hello Elva,

Woe are in the process of completing the Water Supply Assessment (WSA) Board Package for the Hollywood Center
Project (Froposed Project). The Las Angeles Department of Water and Power (LADWP) requests that the
Department of City Planning (Planning Department) canfirm, by e-mail, the carrect detailed scope (shown below)
forthe Proposed Project. Your scape canfirming e-mail will be included as part of the W5SA, and the confirmed
scope will be used for caleulating the water demand in the WSA.

LADWP received the WS5A Request Letter for the Proposed Project on September 11, 2018. The scope considered
in LADWP's water demand calculations, as received in the W5A Request Letter and from the Applicant team is as

follows:

Existing uses to be Removed:

Existing to be Removed? Quantity

Storage Building® 1,237 sf

1. Existing to be removed also includes surrounding parking, which is assumed to have no water use,
Existing Capitol Records Complex and Gogerty Building will not be affected.

2. The existing storage building currently used as a work space is assumed to have minimal regular water
use.

Proposed:

1. Project

Proposed Usel Quantity

Residential Units

West Site

Residential: 1 bd Market-Rate 195 du

Residential: 2 bd Market-Rate 198 du






Raesigdential: 3 bd Market-Rate

56 du

Residential: 1 bd Seniar Sdu
Affordable
Residential: 2 bd Sentor 9du
Affordable
East Site
Reside nti.al.' 1 bd Market-Rate 175 dy
Residential: 2 bl Market-Rate 172 du
Residential: 3 bd Market-Rate FEdu
Residential: 1 bd Senior 53 du
Affordable
Residental: 2 bd Senior 12 du
Affordable
Residendgal Units Total 1,005 dis
Residentizl Indeor Amenities
Wife st Site
Market-Rate
Lobby 7,535 5T
Health Club ], 784 sf
Cffice 3,957 sf
Lounge 14,047 st
Bar 2,470sf
Senior Affordable
Latrby 1,287 s5f
Lounge 1,895 &f






East Site

rMarket-Rate

Lobby 6,521 sf
Health Club 3,553 sf
Office £,014 sf
LoLthge 0,360 5f
Senior Affordable

Labby 1,829 sf
Lounge ENLLLESS
Commencial:

Full Service Restaurant?

1,252 seat (30,176 5T)

Outdaor Cemmon:

West Site

Spa 24057
Foaol 2,240 5f
East 5ite

Spa 125 sf
Fool 1,625 sf
Landscaping™:

Residential: 23,367 sf

Mon-Residential: 477 sf
Vary Low (PF=0.1), drip trrigation 4,320 =f






Low {FF=10.3], drip irrigatian 12,375 5f

Maoderate (PF=0.6), drip irrigation 5,345 sf
Moderate (PF = 0.6}, overhead 1,014 sf
SPrAY :

High {PF = 0.8}, overhead spray o0 sf

Total: 23,844 sf

Covered Parking 675,111 5f

Cooling Tower:
Chiller Capacity 2,925 tons

Operating Hours 12 hrsfday, 4,500 hrsfyr

du = dwelling unit sf =square feet PF=Plant Factor hrs=hours yr=year

1. Proposed Uses that do not have a water demand are not shown here,

2. 30,176 5F of Restaurant/Retail space is assumed to ke all full sarvice restaurant for a conservative water
demand estimate. |

3. Percent breakdown af floor area iz applied to the {andscape scope ta assume 58 percent, residential
landscape and 2 percent nan-restdential fandscape.

2, East Site Hojel Optian

Proposed Use 1 Quantity

Residential Units

West Site
Bestdenﬁal: 1bd Marlet-Rate 195 du
Resldential: 2 hd Market-Rate 198 du
Residential: 3 bd Market-Rate 56 e
Residentiai: 1 bd Senior 58du

Affordable






Residential: ? bd Senior
Affordable

= 1]

Market-Rate

East Site
Residential: 1 bd Market-Rate 117 du
Residental: 2 bd Market-Rata 132 du
Reczidential: 2 bd Marlet-Rate Fdu
Residential: 3 bd Senior 4 du
‘Affordable
Resldential: 2 bd Senlor Bdu
Affordable
Re.sidential Units Total 884 du
Indnnrﬁmenitfes
West.Site
Markei-Rate
Lokby 7.535sf
Haalth Clqh 5,784 sf
Office 3.057 5f
Launge 14,047 sf
Bar 2,470 sf
Senicor Affordable
Lobby 1,287 sf
Loeunge 1,895 cf
East Site






Hotel Lobhby 3,227 =f
Rezidential Lobby 3,021 =f
Hotel Back of the House? 1,956 sf
Hotel Health Club 1,150 5f
Residential Haalth Club 6,807 sf
Fotel Conference BRooms 2,907 sf
Rezidential Lounge 4,329 =f
Senior Affordable
Lakby 12395t
Lounaa 2,000 sf
Hote| Rooms 220 room

Commercial:

Full $ervice Restaurant?

1,232 seat {30,176 sf)

Qutdecr Commen:

West Site

Spa 240 sf
Paal . 2,240 sf
East Site

Spa 125 sf
Paal 2,125sf
Lﬂndsr.ap]ng'q:

Residential: 20,983 sf






Mon-Resldential: 2,861 sf

Operating Hours

Very Low (PF =0.1), drip irrigation 4,320 sf

Low {PF = 0.3}, drip irrigation 12,375 s

Moderate [PF =0.6), drip irrigation g, 345 5]

Maderate [PF = 0.6, overhead 1,014 sf

spray

High [PF = 0.8), everhead spray Jo0sf
Total: 23,844 5f

Covered Parking 676,111 5f

Cooling Tower:

Chiller Capacity 3,000 tons

12 hrs/day, 4,500 hrsfyr

du =dwellingunit sf=square feet PF = Plant Factor

1. Proposed Usas that do not have a water demand are not shown here,

2. Back of the House includes hotel room service kitchen.

3. 30,176 sf of Reslaurant/Retail space 15 assumed to be all full service restaurant for a conservative water

demand estimate,

4. Percent breakdown of floor areals apptied to the landscape scope to assume 28 percent residental

landscape and 12 percent non-residential landscape.

The Proposed Project does not require a General Plan amendment, and it is consistent with the demographic
projecticns in the 2012 and 2016 Regignal Transportation Plan (RTP} by Southern California Association of

Governmeants {SCAG) furthe City of Los Angeles.

If the above listed scope s accumte and consistent with the Propased Projert, please e- mail reply. I not, please

edit the scape accordingly and send back to me by 2-mail.

Thank you.

Jin Hwang

Civil Engineering Associate

hrs = hours






Los Angeles Department of Water and Power
Water Resources Division

111 N. Hope 5t. Room 308

Los Angeles, CA 90012

213-367-4845

Confidentiality Mol Ce m———
Thizelaztrenic measage transmisson cenlaing infarmation from the Los Angelas Dapardment of Waler and Powar, which may be canfidantial. If you
are nal the intendad recpent be aware that any disclosis, copying, digrbution or use of the confent of this infarmation i3 prohibited. If you have
received thiscommunicalen in ermen please nolty usimmadiataly by e-mail and dalate the orginal messaga and any atachment withaut reading or

|ving Inany manner

Elva Nuno-O'Donnell <ela.nuno-cdonnelli@lacity. org= Tue, Cct 9, 2018 at 5:23 PM
To: Jin Hwang <Jin. Hwang@ladwp. com=
Ceo: "Kwan, Delon" =Delon Kwan@ladwp. com=

Cear Ms. Hwang,

| confirm the scope for the Hollywood Center Project as referenced in your email dated October 9, 2018, and incorporated
hereit.

Thank you,

Elva Mune-0'Donnell, City Planner
Department of City Planning

On Tue, Oct 9, 2018 at 2:20 PM Hwang, Jin <Jin. Hwang@ladwp. com=> wrote:
Hello Elva,

We are in the process of completing the Water Supply Assessment (WSA) Board Package for the Hollywood
Center Project (Proposed Project). The Los Angeles Department of Water and Power (LADWP) requests that the
Department of City Planning (Planning Department) confirm, by e-mail, the correct detailed scope [shown
below) for the Proposed Project. Your scope confirming e-mail will be included as part of the WSA, and the
confirmed scope will be used for calculating the waterdemand in the WSA,

LADWP received the W5A Request Letter for the Proposed Project on September 11, 2018. The scope
considered in LADWP's water demand calculations, as received in the W5A Request Letter and from the

Applicant team is as follows:

Existing uses to be Removed:

Existing to be Removed?! CQuantity

Storage Building 1,237 sf

1. Existing to be remaoved also includes surrounding parking, which is assumed to have no water use
Existing Capitel Records Complex and Gogerty Building will not be affected.





Appendix B

Water Conzervation Commitment Leller
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Richard F. Havasiclk,

Senior Asgistant (feneral Manager for Water Sysiems
Los Angeles Department of Water & Power

111 Nuorih Hope Strect, Boony 1455

Los Angeles, TA 9001 2-5701

Re: WATER CONSERVATION COMMITMENTS FONUTHE HOLLYWOOD CENTER
PROJECT

Dear Iir, Harasick:

MCAF Vine LLC, 1750 North Vine LLC, 1749 Nerth Vine Streel LLC, 1770 Tvar LLC, 1733
Norih Argvle L1.C, and 1720 North Vine LLC {collcctively, the Applicant) proposes to devclop a
new mixed-use developraent (Projoct) within the Hollywood Comtnunity Plan Area of the City of
Loy Angeles. The Project Site, which encompasses approximetely 4.46 acres, 18 generally bounded
by Yucea Street (o the notth, Argyle Avenue to the east, Hollywood Boulevard to the south, and
Fvnr Avenue to the west, and is bificated by Vine Street. The Project would develop
spproximaiely 1,287,150 square feet of developed floor area, including 1,008 regidential housing
uniis (872 market-rete unite and 133 senior affordable housing unifs} totaling approximately
1,256,974 sguare feet! of residential floon area, approximately 30,176 square feet of comuercial
foor area (tetai{ and reataurant uses), approximately 160,707 square feet of open space. Under ihe
East Site Hotel Option, the Projoct would develop approximadely 1,272,741 square feet of
developed foor arca, including 884 residential housing uniis (768 market-raie writs and 116 senior
affordable housing units) totaling spproximately 1,112,287 square feet of residential fioor atea, a
220-room hotel with approximately 130,278 square teet of flooy area, approximately 30,176 square
feet of other commercial floor area, approximately 147,366 square foct of open space. The Projsct,
includine under the East Site Holel Option, would also inchude approxdmetely 576,117 square fect
of covered parking and 23,844 square feel of landscaping, As part of the Praject, the exisling
Capitol Records Complex would be preserved, although portiens if its supporting parking ares,
along with sope existing parking not adjscent to the Capitol Records Complex, would be
reconfigured and relocaled to the Cast Site’s parking garage. The remaining surface parking uses
om the Project Site and a 1,237 square-foot storage building would be removed.

1 Project Floor Area numbers used throughout this document, unless gtherwise specified, ars aloutated
in accordance with Los Angelss Munlcipel Code Section 12.03, which sxcludss basement storage,

verfical circulation, and rooms housing building-aperating aguipment or machinery,

1807 Vine Stroat, Los Angalas, O B0028 § 3229659, 1510
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The Applicant understands the City of Los Angeles’ policy that fiture water needs shall be met by
expmnding water recycling and conservation. The Applicant has corpanitted to implement the
following water conservation measures that are i addition to those required by codes and
ordinances for the enlive Project:

o

o Co )

O o0 o0 0

High Efficiency Toilels {dnal flush) with a flush volume of 0.8 gallons per flush for lignid
waste and 1.28 gallons per flush for solid waste. Per Ordinance No. 180,822, Section
125,02, the toilets wourld have an effective flush volame of 0.96 gallons per flush;
Waterless Uringls for commercial nses:

TNERGY STAR Certificd Residential Clothes Washers - Front-loading, capacity of 4.5
eubic feet, with Integrated Water Factor of 2.8;

ENERGY STAR Certified Commercial Clothes Washers — Front-loading, capacity of 4.5
cubic fort, with Irtegrated Waler Facior of 2.8;

ENERGY STAR Certified Residential Dishwashers -~ Standaxd with 3.2 gallons/cyele;
Water-Saving Pool Filir;

Pool splash ircughs around the perimeter that drain back bnto the pool;

Tnstall & meter on the pool make-up line 50 water use can be monilored and leals can be
identified and repaired,

Reuse pool backwash water for imigation;

Leak Detection System for swimming pools and Jecuzzi;

COverhcad spray (8%) and drip irrigation (42%} for landscaped areas;

Proper Hydro-zoning/ Zomed Iriigation; and

Landscaping ~ Approximately 52% of the total proposed landscaping is classified as low
witer use. Approximately 18% of the lolal proposed landscaping is classified are very low,
which are conzidered drought-tolerant enough to require o irrigation by Model Water
Efficient Landscape Ordinance.

The Applicant has also commiticd 1o comply with the City of Los Angeles Low lmpact
Development Ordinances (Cily Ordinance No. 181899 and No. 1%3833) and to implement Best

' Managemeant Praclices that have stormwater recharge or rousc benefits for the entire Project as

applicable;

[

Caphuare and Reuse System through cisterns to treat the LID volume.

The following is the inlbrmation on phunbing fixture/appliance counts/estimates for the Project:

Projeet:

Residential | Residental .

Chwelling Commaon Fg::aurant 23::::.: eroiat | @ffice

Unit ‘qr&a — e —— . :
Water Closets te2e | A 3 N/A NA
Urinals s N/A 8 .13 NIA N/A |
| Lavatory Faueets 1,826 40 34 A IR
Klchen Faucets 1,108 . L MiA MiA ]
Commersial Kichen Pre- ;
Rinse Spray Faucets | WA ~ WA " A WA
Showerhesds 1,826 40 i 4 NiA ] NIA
Clothes washer i 95 LR i NIA NiA NiA
(Residenttal) [ - 5
Clothes washer [ NiA 1 © o NiA A MiA
(Commerelal) | _____ ' N
Dishwasher (Residential} | 858 B NA MN/A MNIA
Dishwasher (Commercial} | N/A N/A 14 N/A MNfA






East Sile Hotel Dption:

T R et Tt i
- Resldentlal | Residential - . !
Restaurant | Retail! Herel Hobel
-Dw:elllng Commeon fBar Commercial (Jtfica Raoms Cormmon
LImt Areg Fagili
OUPPR I Facility
ViaterClosets [ 18w 24 NIA N | 942 g
Uringis MiA _8 . 13 MiA | O MA | NA 7
Lavalory Faycsts 1631 [ a7 | . 34 N/A NA_| 242 | 9
Kitchen Faucets 4 872 | 9 W N NIA | NA 4
Commarcial Kitchen Pra- |
| Ringe Spray Faucets NIA Na‘ﬁ1“14 A, ) “.”"‘ NM. Lo 4
Showerheads L 1,531 22 A . M4 MA | 242 | N
Clathes washar N 845 10 MiA NiA MiA, MfA MiA
(Residentlaly, ISR W -
Clothes washer g ! /A MNiA hiA MIA MIA 11
[Commercial} : : e ]
Dishwasher {Residential} 845 °© 9 .. NA NiA JNAA 3 NI NG
Dishwasher {Commercialy| — MNA | MA 14 NiA NA T NA | 4

Should you have any questions, please do not hesitats to call me at {212) 8734903,

Sjncfﬁglyy

(fl7

L"i.*’ ice President






Appendix

Project Location Maps
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Appendix D

Adjudicated Groundsraicr Basin Judgmcenis

»  San Fernanido Basin — Judgiment No, 630079
«  Svlmar Basin — Judgment No. 650079
s Central Basin — Judzgment No, 786650
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Appendix E

© Waler Supply Assassment Provisions
California Water Code Scetion 10810-10%15






A

MUY erars or catioas
apsts AUTHEMTICATED
H Foaand’ NIED 1IReC LEGAL K ATERIA.

State of Califrnia
WATER CODT

Scetion 10914

10910, {a) Any city or county that determines that a projeet, as defined n Scetion
0912, is subject o the Califormia Environmental Guality Act (Division 13
feommencing with Section 210003 of the Public Resources Code) under Section 21080
ol the Public Resources Code shall comply with this part.

{b) The ¢ity or county, al the time thal it detennines whether an environmental
impact report, a negative declaration, or a mitigated negative declaration 14 reguired
for any project subject to the California Eovironmental Quality Act pursuant to Scetion
21080.1 et the Public Resources Code, shall identify uny water system whose service
area includes the project site and any water system adjacent to the project site that i,
ar may become as a resuli ol supplying water to the project identified pursvant to this
subdivizion, a public water system, as defined in Scetion 10212, that may supply
waler for the project. If the city or county is not able to identify any public watcr
system that may supply water for the project, the cily or county shall prepare the water
assessment required by this part after consulting with any cntity serving domestic
walcr supplics whose service areg includes the project site, the local ageney formation
commission, and any publie water system adjacent o the project site.

{c} {1} The city or county, at the time it makes the detcrmination required under
Secetion 21080, 1 ol the Public Resources Code, shall request each public water system
identified pursuant to subdivision (b} to deteriine whethier the projecied water demand
associzled with a proposad project was incloded as part of the most recently adopted
urban water managormnent plan adopted purswant to Part 2.6 (commencing with Section
10610},

{2) 1F the projected water demand associated with the proposed project was
accounled lor in the most recenlly adopled wrban water mapagement plan, the public
water system may incorpovate the requested information (rom the urban waler
management plan in preparing the elements of the asscssmcent requived to comyply
with subdivisions (d), (e), (), and {g).

(3) If the projected water demand assosiated with the proposed project was not
accounted for in the most recently adopted urban water management plan, or the
public water sysiem has no urban water management plan, the vater supply assessment
for the prajeet shall include a discussion with regard to whether the public water
system’s total projected water supplies available dwing noemal, single dry, and
multiple dry water vears during a 20-vear projection will meet the projected water
demand aasocialed with the proposed project, in addition o the public water system’s
cxisting and planned funure nses, including agricultural and manclaclurmg uses.






(4) 1fthe city or counly is required to comply with this part pursuant to subdivision
{b), the water supply asscssment for the project shall include a discussion with repard
ter whether the total projected waler supplics, determined uy be available by the ciiy
or county for the project durlng normal, single dry, and multiple dry waler ycars
during a 20-vear projection, will meet the projected water demand associated with
the proposed project, in addition fo cxisting and planned (Wt uses, inchuding
agricultural and manulaclufing uscs.

(d) {1) The asscssment requived by Lthis section shall include an identification of
any exigting water supply entillements, water rights, or water service contracts relevan,
o the identified watler supply for the proposed project, and a descriplion of the
quantities ol water received in prior years by the public water system, or the ciry or
county if cither is required to comply with this part pursuant Lo subdivision (b), under
the existing water supply cntitlements, water righls, or water service contracts.

{2} An identification of existing water supply entitlements, waler nights, or water
serviee contracts held by the public water system, or the city or county if either is
regiired to comply with this part pursusnt to subdivigion (b), shall be demonstrated
by providing information related i all of the following:

{A) Written coniracts or other proof of entitlement to an identified water supply.

(B} Copies of acapital outlay program for linaneing the deiwery ol a waler supply
that has been adopted by ihe public water system.

{C)} Dederal, state, and local permits for consiruction of necessary infrastruciure
associaled with delivering the waler supply.

(D} Any necessary regulatory approvals that are reguired in order to be able to
convey or deliver the water supply.

(&) [Fno water has been received in prior years by the public watcr system, or the
cily or connty if either is required to comply with this part pursuant to subdivision
(b}, vnder the existing water supply entillements, water riphts, or water service
cemiracts, the public water system, or the city or cownty if either js required o comply
with this part pursuant lo subdivizion (b), shall alse include in its water supply
assessment pursuant to subdivision (¢), an identification of the other public wator
~ gystems or waler service contractholders that receive a water supply or have egisting
walcr supply entitlements, waler rights, or water service contracis, to the same source
of water #s the public waler system, or the city or counly iFcither is required to comply
with this parl parsnant to subdivision (). hag identificd as a source of water supply
wilhin its warcr supply assessmenls.

(f) - if a water.supply [or a propozed project includes groundwater, the following
additiona! inlormation shall be included in the water supply assessment:

{1y A roview of any information conlained in the urban water management plan
relovant to the identified waler supply for the preposed project.

(2} (A) A descriplion ol any groundwater basin ot basing (rom which the proposed
project will be supplied.

(B} For those basins for which a court or the board has adjudicaled the rights to
pump groundwater, a copy of the order or decree adopted by the court or the board
and a deseription ol the amount of groundwaler the public water systent, or the cily






or counly iF gither is required to comply with this part pursuant to subcivision (1),
has the legal rght o pump under the order or decree,

{C) l'or a basin that has not becn adpudieated that 15 a hasin designaled as high- or
mzdium-priordy pursuant to Section 107224, information reparding the following:

(i) Whether the department has idenbilied ithe basin as being subject [0 crifical
conditions of overdraft pursnant to Section 12924,

{1} Tl groundwater susiainability agency has adopted a groundwater sustainability
plan or has an approved altcenative, a copy ol thal allermative or plan.

{3} For a basin that has not been adjudicated that iz a basin desiznated as low- or
very low prionily pursuant 1o Section 107224, information as 1o whether the departuient
has identified the basin or basing as overdrafted or has projected that the basin will
become overdrafied if present management conditions continue, in the most current
bulletin of the department that chavaclerizes the condition of the groundwater basin,
and 4 detailed description by the public water system, or the city or county iF cither
15 requited lo comply with (his parl putsuant to subdivision (b), of the efforts being
undertaken in the basin or basins to climinate the long-tenm overdrall condition.

(3) A detailed description and analysia of the amount and location of sroundwater
pumped by the public walcr gystem, or ihe cily or counly if either is required 1o comply
with this part pursuant to subdivision (b}, tor the past live years lrom any groundwater
hagin [T which the proposed project will be supplisd. 'L he description and analysis
shafl be based on information that is reasonably available, including, but not limiled
to, historic vse records.

(43 A detarled deseription and analysig of the amount and locadion of groundwter
that is projected to be pumped by the public watcr syatem, or the ¢ity or counly 1
erther s required to comply with this part pursiant to subdivision (b), from any hasin
Tromt which the proposcd project will be supplied, The deseripiion and analysis shall
he based on information thar is reasonably available, including, but not limited o,
historic use records,

{5) Ananalysis of the sullicicney ol the groumdwalar (rom the basin or basing from
which the pwoposed project will be supplied to mect the projected water demand
associated with the proposed project. & water supply assesament shall not be required
Loy include the information regquired by this paragraph i the public waler syslem
determines, as part of the review requiceed by paragraph (1), that the sulliciency of
sroundwater necessary to meet the initial and projected water demand associated with
ihe project was addressed in the descriplion and analysis required by par ugmph {<k)
of subdivision (b of Section 10631.

{g) (1) Subject to paragraph (2), the goveming body of each public water svstem
shall submit the assessment fo (he cily or county not later than 90 days from the date
on which the request was received. The governing body of cach public water system,
ar the city or county if either is reguired to comply with this act pursnant to subdivision
(b), shall approve the assessmeni prepared pursuant to this section at a regalar or
special meeling. '

(2) Prior to the expiration of the 90-day period, if the public water system intends
o request an extension of time to prepare and adopt the assessment, the public water






system shall mest with (he cily or county to request an extension of time, which shall
not exceed 30 days, to prepare and adopl the assessment.

3} Trhe public water system lails lo roguest an extension ol tirme, oi fails to submil
the assessment nolwilthsianding the extension of time granted pursuant 1o paragraph
(23, the cily or connty may seek a writ ol mandamus to compel the governing body
ol the public water system Lo comply with the requirements ol this part relating to the
subimission of the waler supply assessment.

(h) Nolwithstanding anyv other provision of this part, if a project has been the
subject of a water supply asscssmeni that complies with the requirements of this part,
no additional waler supply assessment shall be required for subsequent projccts that
were part ol a larger project for which & watcr supply assessmenl was completed and
ihal has complied with the requirerncnts of this part and for which the public waler
gystemn, or (he ity or county if either is required to comply with this parl pursuant to
subdivision {1v}, has concluded that its watcr supplies-are sullicient to meet the
projected water demand sssociatod with the proposed project, in addition to the existing
and planned fulure uses, including, but not limited to, agricultural and industrial vses,
unless onc or more of the following changes ocours:

(13 Changes in ihe projcet that result in a substantial increase in water demand for
the projecl.

(2) Changes in the circumstanices or conditions substantially affecting the ability
of the publc waler syslem, or the city of county if either is required to comply with
this part pursuant to subdivision (1), to provide a sufficient supply ol water for the
project. |

{3y Significani new information becomes available that was not known and could
nit have boen known at the time when the assessment was prepared.

{i) For the puuposes ol ihis section, hauled water I+ not considered as a source of

water.
(Amended by Stats, 2016, Ch. 544, See, 2, {98 1262) Effcctive January 1, 2017.)
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I09EL. (a) TI, as a resull of its assessment, the public water system concludes that
its water supplics are, or will be, insufficicnt, the pulidic water system shall provide
i the cily or counly its plans for acquiring additional water supplics, sctting forth the
measures that are being undertaken Lo aceuire and develop those water supplies, If
the city or county, if eitharis required to comply with this part pursuant lo subdivision
{b), concludes as o result of its ussessment, that water supplies are, or will be,
msutficicnt, the city or counly shall melude ity water supply assessment its plans
fur acquiring additional water supplies, setting forth the measurcs that arc being
undertaken o acquire and develop those water supplies. Those plans may include,
but are not limited to, information coneerning all of the fellowing;

{1y The estimated total costs, and the proposed method of financing the costs,
associated with acquiring the additional water supplies,

{2} All federal, state, and local permits, approvals, or catitlemcnts that arc
anticipated to be required in order to acgquire and develop the additional water supplies.

(3} DBascd on the considerations set Torth in paragraphs (1} and (2}, the cstimaled
timelanes within which the public waler system, or the city or county if either is
reguired 1o comply with (his part pursuant lo subdivision (b), expects to be gble to
acquire additional water supplies. '

{l) The city or county shall include the water supply assessment provided pursuant
to Scetion F1910, and any information provided pursieml Lo subdivision (), in any
environmental document prepared for the project pursuant to Division 13 {cotmuncneing
with Section 210004 of the Public Resmuces Code.

{c) The cily or county may melude in any covivonmental documenl an evaluation
of any information included in that cavironmental document provided pursuant Lo
subdivigion (b}, The city or county shall detenmine, based on the entire record, whether
projecied water supphies will be sufficient Lo salisfy the demands of the project, in
addition to existing and planned future uscs. 1f the cily or county determines that
water supplies will not be sufficient, the city or county shali inclizde that determination
in ity Onehimgs [or the project.

[Amended by Stats. 2001, Ch. 843, Sze. 5, Effcetive Tanuary |, 2002
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10812, For the purposes of this part, the loflowing terms have the [(bllowing meanings:

{a) “Project” means any ol the Tollowing:

(11 A proposed residential developmant ol more than 300 dwelling umts.

(2] A proposed shopping center or busincss establishment employing more than
1,000 persons or having more than 500,000 square feet ol loor space.

(3} A proposed commercial office builling caploving more than 1,088 persons
or having rmorc than 230,000 square [kel of floor space.

(4} A proposed hotel or motel, or both, having more than 300 rooms.

(3} A proposcd industrial, manufaciuring, or processing plant, or industrial park
planmed to house more than 1,000 petsons, occupying more than 40 acecs of land, or

. having more than §50.000 square feet of floor area.

{6) A mixed-uge project that includes one or more of the projects Spuclflcd in this
subdivision.

(73 A project ihat would demand an amount of waler cquivalent to, or greater than,
the wmownt of warer required by a 500 dwclling unit project.

(b} If a public water sysicm has fower than 5,000 service conncetions, then “project™
means any proposed residential, business, commereial, hote!l or motel, or industrial
development that would aceeunt [br an nerease of 10 percent or more ia the number
of the public water svstem’s exisling scrvice connections, or a mexed-use project that
would dentnd an amownt of water equivalent to, or greater than. the smount ol wator
required by residential development thal woold represent an increasce of 10 percent
or more in the number of the public watcr system’s existing service connections.

(o) “Public walcr system” means a system for the provision of piped waler Lo the
public o human consumption that has 3,000 or more service conngctions. A public
walcr svstem ineludes all of the Tollowing:

(1} Any eollection, treatment, storage, and distribution {acility under control of
the operalor of e systam that is used primarily i connection with the system.

(2} Any collection or prefreatmont storage facility not under the control of the
operator that is used primarily in connection with the syslem.

(3} Any person who treats water on behalf of onc ar more public waler systems
for the purposc of rendering it sufe for human consumption,

{1y This section shall become operative on January 1, 2018,

(Amended {as added by Stats. 2011, Ch. 588, See. 2yby Sialg, 2016, Ch, 669, Sec. 2. (AB 2561) Llleclive
Seprember 26, 2016, Section oporztive Jaouary 1, 2018, by Hs own provisions.)
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10914, {a) Nothing in this paet is imtended to create a right or cabitemont o waler
sorvice or any specilic level of water sarvice,

{b) Mething mn this part is intended to cither impose, expand, or limit any duty
comeerming the obligation of a public water system to provide cortain sorvice to its
cxlsting customers or o any fulure potential customers.

{c} Nothing in this part is intcnded to modily or otherwise change existing law
with respect to projects which are not subject to this part.

{d) This part applics only (o a project Tor which anolice of preparation is submitted
on or affer Jamuary 1, 1996,

Cadded by Stats. 1995, Ch, 8381, See. 4. Llleolive Jatnacy 1, 1996,
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10915, The County of San Dicgo is decmed (o comply will this parl il the Oflice

~of Plaoning and Reésearch determines that all of the following conditions have been

ek

{a) Proposition C, as approved by the volers of the Cowty of San Dicgo in
MNovernber 19588, requires the development of a repional growth management plan
and dircets he establislient of’a regional planning and growth managemen! review
hoard.

{b) The County of San Diego and the cities in the county, by agreement, designate -

the San Diecgo Association of {Tovernmenis a3 thal review hoard,

- {¢) A regional growth management stratcpy that provides [or a comprehensive
regional strategy and a coordinated economic development and growth management
program has been devcloped pursuan( o Proposition C.

{d} The regional @rowth management strategy includes a water clement to
-coordinate planning Tor witer Lhal 1s consistent with the requirements of this part.
(e} The San Diego County Water Authorily, by agreement with the San Diego

Agsocighion of Governments in its capacity as the review board, uses the association’s
most recent regional growlh forecasts [or planning purposes and to Implement the
water element of the strategy.

(f) The procedures established by the review board for the development and

appraval of the regional growih management sitategy, ocluding the water element

and any certification process established to cnsure that a project 15 consistent wilh
that element, comply with the requirements of this part.

{g) The covironmental documents fora project located in the County of San Diego
inchide information that accomplishes the same purposes as a waler supply assessiment
that 15 prepared pursuant to Section 1094,

(Amended by Siats, 2001, Ch. 843, See 8. Llleclive January 1, 2002.)
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INTRODUTTION

this Appendin o provides gemeral Frformorion vegarding The Metropolitan Water Digivict of
Sowthern Colifornia “Meiropolitan ™), incheding dnformation regoarding Metvopoditan s operadions ared
Jimances, Noremenls tneluded op incorporated by peference n fhis Appandic 4 comseivgde "fomsard-lonking
Cstoemrenty, " Such aratements ave generolly dengifiable e e terminology wed such as plon, " “profect, "
“exprec,” Cestimone,” "bdver” or other similoe woeds Such siglements are bosed on facts ond
cissmemptioms sef forth i Mutrepoliiarrs curvent ploveing doctetenss incduding, wiifiont limitation, i most
recen Blemiad budgel, The achivvesent of vesulis op other expectotions cortained i such forvard-iooking
sletatrmantn alve Latewse el urkeeows piskhs, unceriainties ond other factars which ma) cause acfual resulrs,
parformancs  or achicvements {0 he materially differerdt fromr amy fifure resuffs, performance o
achicvamenty exprassed o dnplied B such forvard-fooking stofements.  Adotual results may differ from
Aetrapolitan's forecosis. Metropolitan is not oblipated to lssne any wpdates or revisions fo the forward-
foaking statements in arr evand,

detropaiiian malntaims @ webalte that may meluds Fformation on programs oF profects described n
this Apperdic A; hawever, nane af the formation on Metropolitan s website iz incorporated by reference or
futended fo assist hvesrors In making an invesmment decision or to provide any additiomel irformarion with
respect to the informarion included fn this Apperdix A The byfurmeation presented on Metropolitar s websile
15 nof part of the Official Statement emd should nof be relied wpon in maldng favestment decisions.

Formation and Purpose

Medrapolitan s a mctropolifan watar distriet ercated in 1928 under authority of the Metropalitan
Swaker Distrted Act (Calilornia Stauees 1927, Chapler 429, ag reenactad in 1959 ag Chapier 209, as amended
C{herein eeleered to as the “Act™). The Aet authorizes Meatropolitan to: Tavy proporty taxes within its servies
ared; egtablish watsr rates; impoac chavges for waler standby and servies availability, incar general
abligation bonded indebtednesa and issue revanue bonds, notes and short-term revenne certificates; exccuts
contracts: and exercise the power of aminent domain for the purposs of acquiring property. In addition,
Wetropalitan’s Board of Diractors {the “Board™) is authorized to establish terms and conditions under which
additional arzas may be annexed to Metropelitan’s service area.

Metropolitan®s primary purpnse is to provide a supplemental supply of water for domestic and
municipal uses at wholesale rates to its member public agencies. [If additional water is availablz, such water
may he a0ld for other beneficial naes. Metropalitan serves Its member agencies as a water wholesaler and
has na retail customers.

The mission of Metropolitan, as promulzated by the Board, iz to provide its service area with
adequate and reliable supplies of high quality water to maet present and fitture needs in an environmentally
and geonomically responsible way.

Metropoditan’s chargea for warer saies and availability are tixed by its Beard, and are net subject o
regulation or approval by the California Publie Utilities Commission or any other state or foderal ageney.
Wetropolitan Imports water from two prineipal seurces: northern California via the Gdmund {0, Brown
California Aqueduet {the “California Aqueduet™) of the State Water Project owned by the State of California
(the “Statc™ or “California™) and the Colorado River via the Colorade River Aqueduct (“CRA™) owned by
Muetropelitan.

Member Agencies

Ilelropolitan 13 comprised of 26 tember putdic ageneiss, neluding 14 chues, 11 oumicipal water
disericls, and one counly water authorily, which eolloetively sorve the tesidenis and businesses of more than
300 citics wod mumerons unincorporated communitics, Member apeneies reguosl water fom Melropolitin at
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vario delivery poings syifthin I‘-.*lumlmlmm syslem and pay Lor such watet gl mlorm rales established by
the Board for cach alass of waler service, Melropolitenr’s waler is a supplemental supply lor ity mamber
agencies. moat. of whom have other sources of walet,  Seg *METROPOLELAN REVENUES-Principal
Customers” in this Appendix A Tor a listing of the 1on member agencies with he ghost walar purchases
from bMetropelitan doring the fiacal year ended Tunc 30, 2016, Metropalitan®s member ageneica may, from
. time to time, develop additional amuecs of waler, ™o member s required fo purchase watst fom
Ietropolitan, bur 4il member agencies are required fo pay readincas-to-serve charges whether or nod they
- purchase water from Metropolitan.- See “METROPOLTTAN REVENTIES-Rate Structure™, “—Memler
Ageney Purchiase Orders” and “~Other Charges™ in this Appandix A,

The following tihle lists the 26 member agencics of Meatropolitan,

Municipai Water Districiy Liljey W atei:f::llllttf‘; oricy
Cualleguas Las Virgenes Anahaim Los Angeles San Diego®
Ceniral Basin Oranze County Beverly Hills Dasadena
Tagtern Three Valleys Burbank Ban Fermundo
Foamhill Wesl Basin Compton Sanx Marine
Tnland Empire Utilitics A geney Fullerton Sanla Ana
pper Ran Ciabricl Valley Crlemdile Sanla Maonica
Western of Riverzids County T.ong Beach Torrance

(1) Tho Yan Eiegn Cnunky Water Authomine, cuneeedly M-:rwpnhtan 5 lrgost cusirn, 13 £ pladngiry in Ltizavios o=allenging the alocasicn of coals
o anrin, ratss adop rd lar.thz Roard and assetiing onher ciaims. See “METROMMLITAN REVEMUES Lmeauun Clallenging Bale Straviade”
Jeo b Appediz A

Horvieo Arca

Metropelitan's service area comprizes approximately 5,200 square miles and incledes portions of the
six counties of Los Angeles, Oresnge, Riverside, San Rernarding, San Diege and Venmra.  When
Metropolitan bepan delivering water in 1941, its service aren consisted of approximately 625 square miles.
Iis service are hus inereased by 4,500 square miles sinee that time. The expansion was primarily the result
of amexalion of e service ureas of wddilional member ayrencies,”

_ Mem:upuhhm {;htmmLes that approximately 13,8 million peaple lived in Metropolitan®s service area in
2(116 based on official estimates from the California Department of Finance and on poputation distribution
estimiles from (he Southermn Cualifoniy Assoclation of Governments (*SCAG™ and the San Diego
Assoctulion of Govermmmenls (CSANDAGTL  Populaton projeclions prepared by SCAG in 2012 and
SANDAG in 2013, as purl of their phuning process to updare regional transporlation and land use plans,
show expecled population growth of aboul 18 percent in Metropolivan’s service areu between 2010 and 2035,
The econumy ol Melropolilan's service area is exceplomally diverse, In 2015, the econmny of the six
counties wlich conlain Metropolitan’s service area had a gross domestic product largzer than all bt eleven
nalions of the world, Metropolitan hus histotically provided belween 40 and 60 percent of the water used
ammually within its service area. For addilional economic and demographic infortation comeering Lhe six
vounly area containing Meltopolilun’s service area, see Appendix B-"5EL ]:f" TER BEMOGEAPHIC AND
ECONOMIC INI'URFEEHUN FOR METROPOLITAN'S SERVICE ARE

The climate i1 Metropolitan®s service area ranges from moderate temperalures throughout the year in
the coastal areas to hot and dry summers i the indusd aress.  Atmwal rainfall i sn average vear has
" higkorically been approsimadely 13 o 15 inches alonge {he coaslal ated, up Lo 20 inches ity [oolhill areas and
lass than 10 1uchea inland. :
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GOVERNANCE AND MANAGHMENT

Board of Threetors

Wetropolilan i governed by a 38-member Board of DHreclors, mads up ol representatives from all of
Meiropolitan’s member agencies. Each metober public agency is entitled to have at least one represeilad ive
_oh the Board, plus an additional representative for each full five percent of the tofal assessed valualion of
property in Melrupolitan's service area lhat Is within the member public ageney,  Changes in relalive
mgscased valuwiion do nat tenninate wny dircctor’s term.  Accordingly, the Board may, from time 1o tine,
have more or fewet than 38 directors,

The Bourd includes business, professional and civic leaders. Direclrs arc appointed by member
apencies in accorrlance with those agencics’ processes. They serve on the Bourd without coammpensalion from
Meatropelitan,  Voting is based on.asscssed valuation, with cach member agency being entitled 1o cast one
vota for each $10 million or major fractional part of $10 million of assessed valuation of propertly within the
member agency, as shown by the assessment records of the county in which the member agency is located,
The Board administers its pulicies through the Melropolitan Water 1Xistriet Administrulive Code {the
“A dminigltative Code™), which was adopted by the Board in 1977, The Adminiswative Code is periodically
amended to raflect new policies or ehanges in existiug policies that occur from time to tine.

Management

Metropolitan’s diy-lo-day management is wnedor the direction of its General Muager, wha serves al
the pleasure of the Boarl, as do Metropolitan’s General Coursel, General Auditor and Fthies Otficer.
Follawing is a blographical summary of Matroplitan's principal exceutive officers.

Jefirey Kightlinger, General Manager — Mr. Kightlinger was appointed as Gencral Manager in
February 2008, leaving the position of Getoral Clouasel, which he had held since Febroary 2002, Bl
becoming General Counsel, My, Kipltlinger wag a Deputy General Comsel wnd ihen Assistant General
(C'enisel, representing Metropolitan primarily on Colorado River matters, environmental (ssues, water rigrhils
and a number of Merropalitan's water lransfer and storage programs. Prior to joining Metropolitan in E995,
Mt Kightlinger worked in private praclice representing numerous public agencies including mueipalilics,
tedevelopment ageneics and special districts. Mr. Kightlinger carned his bachelor’s degree histury from
the University of California, Berkeley, and his law degree from Santa Clara Lnivessily.

Marcia Seulte, General Cowsel — Ma, Seully assutaed the positien of General Counsel i Mareh
2012, She previously served as Metropolitan®s Tnterim General Counse! from March 2007 to March 2012,
3. Scully joined Matropolitan in 1995, afier a decade of privale law practice, praviding logal representalion
i Metropolikm an constiuction, enployment, Colorado River and significot likgation matters. From 1981
jo 1985 she wus assistant city atlomey Tor the City of Inglewood. Ms, Scully served as presidend of
\Tniversity of Michigan's Alumnae Club of Los Angeles and is a recipient of the 1996 State Bar of
California, Dislrict 7 President’s Pro Bone Scrvice Award and the Southern Calilarnia Association of Moen-
Profit TTousing Advocate of the Year Award. She is also a member of the League of Women Volers Kot
Whittier and was appointed for two iers on the City of Whittier's Planning Commission, three years of
which were served a3 chair. Ms. Scully carned a bachelor’s degree in liberal arts fram the University of
Michigan, a masier’s degree in urbae planning from Wayne State University and law degree from Lovela
J.aw Scheol.

Gerald €, Riss, General Auditor - Wr, Riss was appointed as Metropolitan’s General Auditor in July
2002 and is responsible for the independenl. cvalvation of the polieies, procedures aud systems of contral
{hroughont Meteopolitan, Mr. Riss is a certified frand examiner, certified financial services auditor alud
certified risk professional with more than 235 vears of experience in accounting, audil wnd risk managenent,
Prior to joining Metrogolitan, Mr. Riss was Vice President and Assistant Division Hewl of Risk Manngement
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Administration at United California Bank/Bank of the Wesl. He also served us Senior Vice President,
director of Risk Management and Goneral Auditor of Yokal Bunk of Califmia from 1988 until its
recrganization as United California Bank ie 2001, He caned o bachelor's degree in accounting and master’s
digree in business administration from Wayne State University n Debroi, Michizan.

Ldzena Ghaly, }_-,r.r“ncs Cifirer — Ms, Chaly was appointed Fihics Gffcer in Novemwber 20120 Ms,
- _Lrhu:h joined Metropolitan with over 20 voars of legal and ethies-relalsd crperiones. Prior o joining
Mutropulilan, she served as an administrative law judge for the Califoria Office of Administrative Hbdnm:_':
She previausly was besd of enforcement and general counzel four the T.os Angeles Cily Fibiss Commission,
swhich adtinisters and enforces the laws regarding campaign contribuations, Tohlyving, and aavernmen! etdes
 Tarthe Cily of Loz Atgeles, Belore meving to Southern California in 2000, Ms, Ghaly wodoed in Mew Yok,
- ity whers she headed the Jabor deparinent in the general counsel’s office of a large city agency. Licensed
to practice law in California, Now York and New Jersey, Ms, Ghaly is knowledgeable in workplace
investigations, government elhics, regulatory afluirs, and labor and employment matters, - She has leclured
throughout the nation an vartous lopies, ineluding parallel eriminal and administrative prosecution, due
process in adminiatrative procedures, and cffeelive inlentsl investigations. Ms. Ghaly eamed a bachelor's
degres in philosoply from Wellealey College in Magsachuzolg and o luw degres ftom Cornell Law Scheoal.

Crary Breauy, Asvisiond General Munager/Chicf Financial (fficer — Mr. Breanx has had extensive
experience working for local governments since 1983, From 1994 until joining Metropolitan in October
2011, he served 4s Director of Tinance for East Bay Municipal Uiilily District (“EBMUD™)L AL EBMUD, he
wids responsible for all financial sreas, including troasury opcrations, debt management, rates, intermal audit,
aceounting and reporting, risk management and customer and community services,  Prior 1o juining
EEMUD, lie was Ditector of Finance for the City of Oaldand, Califarnia. A native of Colorado, W, Breaux
received a Bachelor of Seience depree in Business from the Tniversity of Colarado in 1977 and a masler's
degrea i Puldic Admmiswalion in 1987 from Virginia Commonwealth University,

Dhebrer Mam, Assistan General Mamoger/Chiet’ Operating Officer — Ms, Man was appointed to her
current position in Tlecomber 2048, My, Mun bas worked at Metropolitan since 1986, beginning as an
engineer and advancing 1o Chicl of the Plaming ind Resources Division.  As Chist of Planning and
Resmrrces she was responsible far mafor iniliatives sdopled by Meropolitan’s Board, such as the Inregratad
Water Resources Plan, rats arructure, and Gaeilily plans for expansion o Melropelitan’s distribution system,
Tn 1999, she was appointed as Viee Prosideni of Waer LTransfers and Exchanges, responsible for securing
water aupplies through agrecments and parinceships wilh other waler and sgricullural interests in Son Joaquin
Valley and Southern Calitornia and demanstrating Malropofitan™s waler supply reliubilily in compliance with
cwrrent laws. MMs. Man is a registared peofessional civil engfncer in Californis and Hawsil. She has a
bachelor's degres in civil engineciing Trom the Endversny of Hawail aud o masler’s degree in
civilfenvironmental engineering from Stanford Universily.

Foger Paiterson, dssiston Geaeral Monages/Steareste Triflotbees - Mr, Pablerson wag appointed
Assistant General Manager in March 2006, He iz respongible for oversceing water supply and planning
issues, including the Caoloradn River and State Water Projecl,  Ho peeviously served us a consuliant to
Metropolitan on Colotado River issuss,  Mreo Patierson was the divestor of the Nebrasky Department of
Matutal Resources from 1999 to 2005, where he was responaible for Watev adminisiraiion, waler plamuing,
fleod-plain delineation, dam safety and the state databanl. Prior 1o his work in Mebraska, Mt Patterson
spent 25 years with the 1.5, Bureau of Reclamation (“Burcau of Reclamation™), reliting from ihe Bureau of
Reclamation as the Regional Director for the Mid-Pacific Region, He iz a cogiziered professional enpineer in
Webraska and Colorado, and earned bachzlor's and master’s degrees in enginzering frot dhe University of
Webraska.

Fidenvio M Mures, Tterim Assisionn General Munager/Chief” Adminisarfve Officer — Mr, Mares
was appointed the Toterim Assistant General Mangger/Chiel Adminisirative Ohicer i July 2015 and is
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regponsible for the steategic direction and management of Melropolitan’s admindsivative functions. Hizs
primaiy responsibilitics include managing human resources, information technology, real property amd
administrative services,  Prior to joining Melropolitan, Mr. Muares was the owner of the Mares Company.,
whare he served a5 a consultain to companics in the overall assessment of their munagement programs and
‘processes. Priot i becoming a consultant, Mares worked both in the private and puhlic sectors, serving as
_ vice president of human resources and corporate communications tor Beckhaps Coulter md as chiel
administrative officcr of DL Pacific Resources and President & CEO of Gus Operations. e worked Tar
inore than 15 years for The CGas Company in TTawail and Sowthern Californiu Fdison Company. A graduate
of the Califvrnia State University, Fresno, he also serves onl the National Board of Visitors (Distinguished
Graduates) for the Univarsily.

Dee Zinke, Assistani General Manager/Chicl” Externol Affoirs Offficer— Ma. Zinke was appointed
Assistunl Gioricral Manager in Jasiary 2016, She is responsible for Mewopolilan®s communicalions, hsiness
outrench, education and legislaiive matters. She joined Metropalitan in 2009 as Manager ol Lhe | cgislative
Qervices Scction. Before coming to Metropolitan, Ms. Zinke was the Manager of Gavernmental and
Legislafive Affairs at the Callepuas Municipal Waler District for neasly 10 vears, whete she received
récoguition for her significant contributions o the Association el California Water Agencics, the Ventura
Coundy Special Districts Association and the Association of Water Agencics of Ventura County. Thuring her
teire at Callaguas; she was named Chair of The Ventura County Watersheds Coalition: and appointed by
{hen-Secretary of Resources Mike Chrisman to the State Watershed Advisory Commitiee. Prior to hier public
seryvice, she worked in the private seclin s the Txscutive Olficer and Senior Legiglative Advocate [or
Building Industry Association of Ureatse Tos Angeles and Ventura Counties and az Thrector of
Communications [or T-Systerus, a delense contractor specialiving in communicalion, surveillance and
navigation syslemd in Washington, 13,0, Ma. Zinke holds a Bachelor of Arts degree in Communication aiu
Paychelopy [tom Vicginia Polytechnic Tnstinure and State University.

Employec Relatiens

The fodal mumber of regular fuli-time Metropolitin employeas on January 1, 2017 was 1,705, of
whom 1,223 were represented by ATSCME Local 1902, 95 by the Supervisors Association, 294 by the
Managemenl and Professional Ermployees Associslion and 129 by the Assoclation of Confideniial
Employees. The remaining 24 ¢taployees are uniepresenied. The four baggaining units represent 9% peresnt
of Mairopolitan’s employees, The Memorandum of Understanding (“MOLU™) with cach of the Associaion of
Confideniial Tmployees, lhe Management and Proluzsional Tmployees Association and AYSCME Tocal
1902 coversd the period Jutuary |, 2011 through [ecomber 31, 20016, The MO with the Supurvisors

. Associadion covered the pericd September 13, 2011 1o Deeomber 31, 2016, Althogah the contracls wilh the
bargaiting, units are expired, the provisions of such contracts will govern witil a successor conlract is
negotisled. The Board authorizsd the General Manuger 1o cxercise discretion undor Administrative Code
Section 6101(k) to emter into a successor MOU with the Managemenl and Professional Employees
Associgion on February 14, 2017, Negotiations wilh the remaining bargaining units are undetway and are
cutrenily cxpected to be completed in early 2017 - :

Risk Mapagement

Meteopolitan is exposed 1o various risks of luss related to the design and construction of facililiey,
and the (tcatment and delivery of water.  With the assistance of thivd parly claims admimisiraters,
Metrapolilan is self-insured for liahility, proparty and workers’ eompensatton. Metropolitan self-insures Lhe
first $25 million per liability occwrence, with commercial lshility coverage of $75 million in excess of the
self-insured retontion. The $25 millinn self-insured retetnon is mainrained as a separate restricted reserve.
Metropolilan is also self-insuted for loss or damage to is property, with the $23 million self-insured
retention alsp being accessible [or crocrgency repairs and Metropolitan properly losses.  In addition,
Metropolitat ohtains other excess and specialty insurance coverages such as direvtors” and officers” Liability,
fiduciary liability and aircrall hull and liability coverage.
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dMaeltopolan sell-insmes the {irst $5 million for worlers’ compensation with statutory excess
covergge,  The sell-insurance retentions and reserve levels currently maintained by Metropolitan may he
modi e by 1he Board g ils sole discrefion.

Taformalion Security

Motopolitan s adopled and munlains an active Information Security program (“ISFY that
includes comprehensive policics and provedures reviewed anuvally by its internal [eformation Security
Teamy, Audil and independest thitd parly asdiors and copsullunls.  Metropolikin has appoinled an
Taformation Sceurity danager who 13 rosponsible fur overseeing the ammual review of the 1S and its
alignment with the strategic plan and dircetion of Melropoelitun, Melropolitan’s policies and procedures are
consistent with public apency standards as well a8 saying aligacd with governane, tisk, and complimmes.
All Metropolitan users are required to participate in Matrapolilan®s Informalion Seciudty cducation sud
awareness training.  Metropalitan®s Information Sccuriy Team is respongible Tor providing guidance sl
gducation on the implemantation of new technalogies bazod on Metropolitan®s TSP ag well a3 oversceing the
menitoring of potential threats and vuloerabilities, utilizing and exeouting zocurity controls to validate poticy
enfurcement, prolecling against virus and malware attacks, and investigating any potential unautherized
activily on Metropolilan’s petwork.

- METROIMMLITAN'S WATER SUFPLY
General

Mehwpolilan™ principal sources of water supplies are the State Water Project and the Colorado
River, Meleopolitan receives waler delivered [fom lhe Stoie Water Project under State Water Contract
provisions, mceluding contracted supphos, use of carryover storagze in San Luls Reservolr, and surplus
“supplics. Metropalitan holds rights 10 a basic apporlionmet of Colorsdo River waler and has priorily dphts
e an additional amount depending an availability o surplus supplics,  Waler matagement progtams
supplemert these Colorade River supplic. To secure additional supplics, Metropolitan also has groundwaler
banking partnerships and water transfer and starage arrangsmcnts within and outside s service arca,

© Metropolitan®s prineipal water supply sources, and ather supply arrangemants and water management are
more fully describad hersin,

Metropalitan facez a number of chaflenges in providing adequate, reliabls and high qualily
supplemental water supplies for southern California. These include, among others: {13 population growh
within the szervice -area; {2}increased competition for low-cost water supplica; (3} variable weathey
conditions; (4} increased environmental- regulations; and (53 climate change. Metropolitan’s resources and
strategies for meeting these long-term challenges are set torth in its Integrated Water Resources Plan, as
updated from time 10 time, See “—Integrated Water Resources Plan” Tn addition, Metropolitan manages
water supplies in response to the prevailing hydrologic conditions by implementing its Water Surplus and
Drought-Mamagement {*WSDR™t Plan, and in times of prolongad or sevare shortages, the Water Supply
Allecation Plan (the “Water Supply Allocation Plan™h  Bee *CONSERVATION AND WATER
SHORTAGE MEASURES—Water Surplus and Drought Management Mlan”™ and “—Water Supply Allocation
Plan.” . '

Ily¥drolopic conditions can have a significamt impact on Metropolitan’s Imported water supply
sources. [Dar Metropelitan's State Water Project supplies, precipitation in California’s northern Sierra
Mevada during the fall and winter helps replenizh storage levels in Lake Croville, a key State Water Project
facility, The subsequent runoft from the spring snowinelt helps satisty regulatory requirements in the San
Trancisco Baw/Sacramanto-San Joaquin River Delta (“Bay-Deltn®} bolstering water supply reliability in the
same year, See “-State Water Project — Bay-Delta Proceadings Atfecting State Water Project.” The source
of hetropolitan’s Colorado River supplies is primarily the watersheds of the Upper Colorade River basin in
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the states of Colorado, Utah, and Wyoming. Although precipifation is primarily observed in the winter and
spring, summer storms are commaon and ean affect water supply conditions.

Uncurlaintios from pétential fuiure temperature and piccipitation changes in a climale driven by
‘increused counecntrations of almesphevic carbon dioxide also present chalkmges. Areas of concern to
Califottia water plamers identificd by researchers include: reduction in Sierrs Nevada snd Colorade Basin
snowpuck, incteased intensily and Freguency of exweme weather events; and rising sea leveld resulting in
increasc risk’of domage from slorms, high-tide evenls, and the erosion of Jevees and potentsl mibacks of
deliveries of imported witer, "While potential impucts from elimate change remain suljecl Lo study and
-debale, climate chailge 1s amung the uncertainties thal Metropolitan seeks (o address through its planning
PLocEsses. ' :

" Carrenl Yater Conditicos

Following the drovght period from 2012-2015, cuscent hydrologie conditions have inproved. As of
February 1, 2017, the noribern Sierra precipibtation was 197 percent of normal with a snowpack accunmulation
lial was 140 percenl of normal. Lake Oroville, fhe principal State Water Project reservole, hegan floed
contra] releases in earky January, See “—Recenl Fyvents at Orovifle Lyam™ helow. On January 8, 2017, the
~California Department of Water Resources (“TIVWR™) notified Stale Water Contractors Lhat it calendar year
2017 allocation eslitnate to State Water Cottractors was 60 percent of contracted atnounts, or 1,146,500
acre-feet for Metropalitan. [An acre-fool is the amount of water that will cover one acee to a depth of cae
foot and equals uppraximately 326,000 gallonz, which represents the needs of two uverage families in and
around the howe for one year} See “—State Water Project.”

As of February 1, 2017, the Upper Colorado Biver Basiy snowpack measured 156 percent of nommal

- and total sysem storage in the Colorado River Basin was 49 percent of capucily. As of such dalg, the

© projected base supply of Colorade River water in calendar year 2017 was estimated to be 960,000 ucre-lecl,
See *Cplorads River-Aquedue!.” : :

Soe alsa “—Storags Capacity and Water in Borage.”

Recent Events at Oroville Dam

Oroville.Tam, the earthfill erbankmeant dam on Lhe J.'l;E‘JIﬂlL"l‘ River which imprunds Lake Oroville, is
" operated by PWR as a facility of the Srate Water Prajecl, On February 7, 2017, the main Hood conwel
spillway ar Croville Dam, a paled and concrete Iined [acility, experienced significant damage as [WH
increased releases to 55,000 vwbic feet per second o manage higher inflews driven by continoed
precipiialion in the Teather River basin. Subsequently, DYWR halted releases al he main spillwiy Lo inspes
the damuge and conduct flow lests, After testing, the main spillway was returned [ service on February B
~a reduced Tlow rate to ollset inflosws into Lake Oroville. On Tebruary 11, the water slevation in Lake
Oroville teached 901 feet, leading water to flow over the emergency spillway stoucture, an ungated, 1,730
foot long concrete bamier localed adjacent to and nerh of the main fluod control spillway sruclute.
Releases from the emergency spillway flow wncontrolled down an earthen hillside o the Feather River. On
© February 12, erosion. began (o prograss up the righe side of the emergency spitlway. Concerns aboul the
erasion ai the cmergency spillway prompted DWR to increase releases through the damaged main spillwiy
and led {he Butte County Sherill 1o cvacuate downslieam communities for two days to ensure the safery of
the residonts,  As of February 14, water Jevels in Lake Oroville were 13 [eel below the crest ol the
emergency spiltway and the mandatory evacustion order was lificd. DWR has begun ropairs to the erosion
areas below the emergency spillway. As of Tebruary 15, 2017, tha cause of the damage to the main spillway
was unknown.






The State has requestad federal ermergeney fnding o belp offsel costs related to the response
efforts. The Tederal Cmergency Managemenl Agency has approved the State’s request for fedsral
adslstance,

Following the rainy seasan, the spiitways will be repaired on a mote pertnanend basis in preparalion
[ the [ollowing winler. DWR’s initial assessments indicate costs may range Tron $100-200 million. Lhess
eslitnale: are subject to revision as more detailed information beeomes kuown, Maltopolitay s unable Lo
458054 al (bl lime what cosls, i ay, it will inour as a State Water Coutractor, associaled wilh the spillway
FCpaIrs, '

slale Waler Project warer allocations to State Water Contractors for calendar year 20717 arc currendly
catimated 40 be 80 percenl of confracted amounts, In spite of the damage to the main apillway and (he
unknirwns associzlod wilh DWR s eioresponding repair plan, the State Water Projact allocation is expeeied
to increase from the cwrenl esumale of G0 percent. 1t realized, this would result in an allocation thal is
higher than average. and Jikely higher thisn any allocalion sinece 2011, Nonetheless, futare water supplics
will be primarily dependent on hvdrology,

Titesraced Water Resovrees Plan

Overview. The Integrated Watcr Regources Plan (“LRP™) is Metropolitan’s principal water resources
planning document. Wetropalitan, its member ageneies, subagencies and proundwater basin managers
developed their first IRP as a long-tsrm planning guideling for rosowrces and capital mvesiments, The
purpase of the IRP was the development of a portfolio of prefomed resources W0 meel the water supply
relinhility and water quality needs for the region in a cost-affeetive and enviroesmentally sound rmarner, The
first IRP was adopled by the Board in January 1996 and has been subsequently updated in 2004, 2000 und
1%,

On Jlanuary 12, 2016, Metropolitan®™s Board adopted the moat recett TRF update (ihe 2015 IRF
Tipelala™ as a sirategy do el gouls ad a [ramework for water rescurces development. This straregy enahles
Metrapolitan and it3 menbor wrencies o manage fulure challenges and changes in California’s watcr
conditians and o balance investents wilh waler reliabilily benelits. The 2015 IRD Update provides an
adaptive management approach o wddresy [ulure uneertainky, including uncertainty from climate change. R
war formalaled with input foom member agencles, redail water agencies, and other stakeholders ncluding
water and wastewater managers, envirgamenial and business inleress and Lhe community.

CThe S TRP Update secks w provide reponal reliability  through 2040 by stabilizing
MMetropatitan®s traditional imporued waler supplies wnd conlinuing o develop additional cousarvation
programs and Incal eeaourecs, with an imereased eropbagis on regionul colluboration. [t alse advances long-
term planning for potential fulre contingency resoarces, such us siorm waler caplute and seawater
desalinatinn,

Speeifie projecrs thal may be developed by Meltopolikm in cormeclion with the implementation of
the 2015 IRP Undate will be subject o Dulute Boand eonsideralion and approval, as well as envirommental
and regulatory documentation and compliance, The 2015 JRE Updale and ussoviaved materials are available
on Metropalivan’s waehsite als hiipsssww mwd o con/Aboul Y ourWater/ 1 laming Mlaming-Documents!
Pages/defanltaspy, The information set forth on Molropolitan’s websile 18 not incorporated by reference.

An Adaptive Management Strafegy,  Adaptive waler management, as opposed to a rigid set of
planned acuons over (he eoming decades, Is the most nimble and cost-efisctive manner for Metropoliten and
Iocal waler districrs thronghoul Sowlhern Calilnnia (o efectively prepare for the future.  An adaptive
tmanagemend approach began 10 evolve wilth Melropolila's [rst IR in 1986, after drooght-related shortages
in 1991 prompied 4 tethinking of Sewihent California’s longe-lenn waler sliakegy, Relisnee on imported
supplies o meel Tulore walet peeds has decreased sleadily vver time, replaced by plans for local actions to
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mect new demands,  The 2015 IRP Cpdate continues (o build a robust portfolio approach to water
managament. '

The tollewing paragraphs desuribe the goals, approachics and targets for cach of the Tesouree areas
that are needed 10 ensure reliability under planned condilions.

State Waler Project The Stale Wator Project is une of Matropolitan’s Lwo major sourees of water.
The epal -for Slale Watsr Project supplics is to adaptively manage flow aud export regulaliony in the near
térm and to achicve a long-term Bay-Delta solution thal addresses ecosysiem and water supply reliability
challenges. Achieving this goal will vequire continued participation and successtul ouleenics in the
Californis WalerFix and the Califoonia TicoRestore effurls, See “—State Waler Project” and “REGIONAL
WATER RESCURCES—Local Watcr Supplies” in thiy Appendix 4. The staled goal of the IRP i to manage
State Waler Project suppiies in vompliance with repulatory restrictiony in the near-tenn. Tor an averaye ol
980,000 avre-leat of amwal supplics, and to pursue 4 succasstul cutcomne in the California WaterTix and
Califorma HeoRestore efforls [or Inng-term averujse supylics of approximately 1.2 million sere-feet annwally
from 1his resource. See “—Slate Water Projécl — Bay-Delta Proceadings Affecting Stule Water Project.”

Colorado River Aqueduet.  The CRA delivers water [rom the Colorado River, Meatropolilan's
original source of supply. Metropolitan has helped to tmd and fmplement apriculioral conservation
progtams, improvements o river operation faeilitics, land manuagement programs und water transfers and
exchanges through agrecnenis with agrivullural water districts in southern California, cnities in Arizona and
Mevada thatuse Coloradd River water, and the Furean of Reclamaiion. See “~Colorado River Aqueduct”
gt ““Water Transfer, Storage and Exchange Programs — Colorade River Aqueduel,” The stated poal of the
- IRP for the CRA supplics is to maintain curvent levels of waler sapplies from existing programs, while also
developing flexibility through dry=year programs and storage fa ensure that a minimum of 900,000 aerc-feet
of CRA deliverivs arc available when needed, with a target of 1.2 million acre-fect in dry years,

Waler ‘I'ranafers and Exchanoes.  Under volutary water transfer or exchange sprocments,
agricultural communities wsing indgation water may perjodically sell or conserve some of their water
allotments [ur use in urban areas. The water may be delivered through existing State Water Projoct or CRA
tacilities; of tugy be exchanged [or water that i3 delivered through such facilities. Metropolitan's policy
toward polential transfers stades that the transfers will be designed to prolect and, where feasible, enhance
envirommnenla] resorrees and weodd the mining of local groundwater supplies, See “—Water Transfer, Storage
and BExchunge Programs.” The staled goal of the [RP 1% to parsis transfers and exchanges Lo tidlze against
shorter-lerm water demand and supply tmbalances while lang-term water supply solutions are developed and
imHemeed, :

Waler Conservation, Conscrvation and ollier water use efliciencics are integral components of
Wetropalitan’s TRP. Metropolifan has invested in conservalion pragrams sines the [98{s. Historieally, most
of the inveslfnents have been in warer efficient Hxtures in the residential sectar. With outdoor water use
comprising i lvast S0 percent of residential water demand, Metropolitan has increased its conscryation
afforts lo fatget outdoor waler vse reduction in iis service area. See “CONSIRVATION AND WATER
SITORTAGE MEASURES.” I'he stated goal of the IRP is to porsue further water conservation gavings of
485,000 ucte=feet annually by 2040 through continued increased emphasis on outdoor water-use efficiency
- using incentives, outreaclh/education and other programs. -

Local Water Supplies. Local supplies are a significant and growing component to the region’s
diverse wuter poetfolio. Whils the extent to which each member agency’s water supply 1s provided by
imported wader purchased fram Medropolitan varies, in the aggregate, Tocal supplics can provide over hall' of
{he region’s water in a given year, and the miaintenance of these supplies remain an intogral part of the [RP,
Similar to waler conservation, local supplics serve the imporlant fanction of reducing demands for imporled
‘water supplies and thereby making regional water system capacity and storage available and aceessible lo
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meel the needs of the region. Local water supply projects may include, ameng olher things, recveled water,
gtoundwaler recovery, conjunctive use, and ssawater desalination, Meuwpolitan oflers [nancial incentives
lo member agencies to help fund the developmeant of a number of these Types of local aupply projects, The
slated gusl of the IRD is to seek to develop 230,000 acre-fret of addivional Ineal supplics prodoced by
exisling and [Wore projectls, with the region reaching a target of 2.4 million acce-faet of twial dependable
local supply by 2040, See "REGIONAL WATER RESOURCES-TLocal Watcr Supplics™ inthis Appendix A,

Slale Water Project

Baclisronmd

One ol Metropolilun’s two major sources of water is the State Water Project which is owned by the

Statz, and managsd and operated by DWR. The Slate Water Project 1s the largest stare-bailt, multipurpose,

uzer-financed water projecr in The comiey, 10wy desipned and built primarily 1o deliver water, but also

provides flood control, aeneralod power [ pumping, is used for recreation, and enbances habitat tor fish and

wildiife, The State Water Project provides irfgation waler 1o 750,000 acres of farmland, mostly in the San

Joaquin Valley, and provides municipal and industrial waler e approximalely 25 million of Califomia's
- estimated 3%.2 million residents, including the population within the servive arca of Metropolilun,

The State Water Project’s watershed cneampasses the mouniaing and walsrways atound the Feather
-River, the principal tributary of the Sacramento River, in the Sacramento Valley of Northem California.
Thtough the State Water Project, Tenther River water stored it and relagsed from Qeoville Dam flocaced
‘sbout 70 miles north of Sacremento, east of the city of Groville, California) and vnregalatod Mowy diveried
Cditeetly, om the Bay-Drella are transported south throogh the Central Valley of California, over the
T'chachapi Mountsins and inw Southen California, via the California Aqueduct, to four delivery paintz noar
the novihern and eastetne boundaries of Melropolit’s service area. The total length of the California
CAquedueey i approsimalely 444 miles long, See “METROPOLITAN'S WATER DELIVERY SYSTCM-
- Primary Facilidos and Method of Delivery — Slale Waler Project™ in this Appendix A.

Siate Waler Contras

Tn 196{), Metropolitan signed a waler supply conlract (as amended, e “Stule Water Comract™ with
DWE to reeeive water Trom the Sate Waier Project,  Metmopolilan is ong of 29 apgencies whd districts that
have long-term contracts for water service from TYRR (koown colleelively ay the *Slate Warer Contractors™
and aametimes referced o hercin as “Convactors™). Meleopoelitan iy the fargesl of the Btae Water
Centractors in terms of the number of people it serves (approximately 18.8 tillion), the share of State Water
* Project water that it has contracted to reccive (approximalely 46 poreent), and the percentiage ol lolal amual
payments made to DWR by agencics with State water contracls {approximately 52 perecny or 20160,
Metropolitan received its fiest delivery of State Water Project water in 1972,

Parsuant to the terms of the State water conteagts, all water-supply relaed expendilores for capital
and operations, maintenance, power, and replacement coats atgaciated wilh the State Waler Project [acilities
“are paid for by the State Water Contractors,  Tn oxchangs, Contractors have the righl 10 participate n the
system. with an entitlement to water service fram the State Water Praject and the right to use the portion of
the State Whater Project conveyance svatem necessary to deliver water to them. Fach vear DWR eslinutes
the total State Water Project water availabde for delivery to the State Water Contractors and allocates 1he
available project water amang the State Water Contractors in accordance with the State walar comleacts,
DWR’s tota]l watee supply availability projections are refined owver the course of the winter scason based
upon updated rainfall -and snowpack values and allocations to the State Water Contractors are adjusied
accordingly, :

Werropolitan®s State Water Contract has beor amended a number of times sioce ity original

exceulion and delivery, Several of the amendments, entered into by DWR and varioug subsels of Stale Water
Contractors, relate to the financing and constroction of a variety of Stale Waler Projoel facilides and
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improvements and impose certain cost responsibility ihercfor on the alfected Contraclors, including
Metropolitan.  For a deseription of Mairopolitan’s - financinl ohligations ey its State Waler Contract,
including with respect o such amendwments, see “METROPOLITAN EXPENSTIS-State Waler Cormtract
Obligations™ in this Appendix A,

Amendmenls, approvad by Melropokitai’s Board io 1993, and since oxceuted by DWE and 27 of the
Slate Water Conlraciors {collectively known as the "Muntorey Ameandment™), among olther things, made
explielt that the Contractors” righls {o use- the porlion of the State Wiler Project conveyance system
mecessary 1o deliver water to them also includes the right to eonvey non-Siare Water Proiced water ab o
additional cost gs long as capacity exists. These amendments also expanided the ability of the State Walker
Contractors 1o carry over Staie Water Project wider in State Waler Project storage fwilities, allowed
participating Conlractors to betrow water from tennisal reservolrs, and allowed Contraclors to store walet in
groundwaler storage facilities outside a Contraclor’s service area Lor later use. Thase gmendments provided
the means fur ndividual Contraciors to increase supply reliabilind twough water transfers and storage oulside
their service arca. Metropolitan has subsequently developed and actively manages & porttolio of water
supplies Lo convey through the California Agueduct pursuant o these contraclua) rights.  See “—¥ater
Transfer, Storzge and Exchange Programns.” Fhe Momterey Amendment is the subjeet of orgoing litigatian.
See “—Related Litigation — Monterey Amendment Litigation™ below.

Under its Stake Waler Contract, Metropolitan has a conwracmual right to ils proportionate shate of the
State Walor Project water that DWR determines annually 1s availablefor allocation 1o the Contraclars. This
delermination is made by DWR each yvear based on existing supplies in storage, forecasted hydrdogy, and
othier factors. Available State Water Project water is then allocated to the Counractors in proportion to the
amounts set forth it “Table A of their respective Slate waler contract. Pursuant to Table A of its State
Water Comtract, Metropolitan is-gmiiled to approximately 46 percemt of the total annual allocation made
available to State Waler Contraclors cach year,

Metrapolilan®s State Waer Contract, inder a 100 percent allocation, provides Metropelitan
1,911,500 acre-leet of water,  The 100 percent allocalion is referred 1o as the contracted amount. Late each
year, DWR announces an initial. allocation eslimale fof the upcoming year but periodically provides
subsequent estimates throughot the vear If warramed by developing precipitation wnd water supply
conditions. From calendar years 2004 ihrough 2016, the amnowrt ol walct received by Metrapolitan from Lhe
State Waler Projest, including water. from water lragsfer, groundwaler banking and exchange programs

" delivered Lwough the California Aqueduct (descibed under “—Water Transfer, Storage and Exchange
Programs™), vacied from a low ol 393,000 acre-feet in calendar year 2013 to a high of 1,400,000 acre-feet in
2004. In calendar vear 2016, 1YWR’s allocation w State Water Comractons was 60 percent of contracted
amounts, or 1,146,000 acre-Leet, for Metropolitan,

On December L, 2016, DWR announced an inivial calendar year 2017 allocation of 20 percent. Un
December 21, 2016, DWR ineteased the allocation estimate to 45 percent. On Tanuary 1%, 2017, DWL
increased Ui allocation eslimale to 60 parcent of contracted amounls based on runofl from storms that
increased the combined slorage in Oroville and San Tuis Reserveit by over BOO,000 acce-feet.  This
increased allucation estimate reflects improving hydrolagic conditions i California and increaging storage
levels in lhe State’s major reservoits, but alse takes into accounl federally mandated cnvironmental
pastrictions gl have been imposed upon water deliverics from the Bay-Delta, including the hinlogical
ppinions discussed befow. Sce “—Cndangered Spoeics Act and Oiher Tawiromnental Congiderations —
Tndangered Species Act Considerations — State Waler Project — Della Smelt and Salmen Foderal ESA
Biological Opinions.” If nevessary, Matropalitiun may angment its Slale Water Project deliveries using
withdrawals from its storage programs along lhe State Water Project and through waler transfer and
cxchange programs, ITowever, in light of current waler eonditions in California and the eslimated 2007
allocation, supplics are expected Lo ¢xeeed projected demands and Metropolitan anticipates it will add water
for its storaze programs. See “—Watsr Transter, Storage and Mxchange Programs.®

A-11






The term of Melropolitan’s State Water Contract cirrently exlends to December 31, 2035, Tlpon
expiration o the Slute Water Contract term, Meotropolitan bas the oplion to continue zervice under
substantially he same wrms and conditiona.  Metropolitan aud olber Siule Water Contractors have
undertaken negotiations with DYWER 1o extend thelr State water contracts. Tn June 2014, IWER and the State
Water Contractos reached an Agreement in Principle {the “Agresment in Privgiple™) on an amendment to
the State water enintract bo extend the coatract and to make certain changes relawed lo Gnuncial management
of the State Water Praject in the fulure. DWR and 25 of the . Sratc Water Comraciors, including
- Melropolitan, have sighed the Agrecment in Principle.  Undar the Agresment in Pringiple. the L of Lhe
State water contract for cach Conwaclor thal sizns an amendment would be exteiided und) December 31,
2085, The Apresment in Principle will surve ay ihe “proposed project” for purposes of enviranmental review
under the Calitornia Environmental Quality Acl ("CEQA™, D'WR issued a Notice of Availahility af ihe
1)afl Envirommental Impact Report (“TTR™} fo the proposed project on August 17, 2006, The review period
ended Celober 17, 2016, Tollowing CTOQA rovicw, a Slale Water Project contract amendment will he
prepared. Such amendment will be subject to review by the 1crdslawre,

Bav-Delts Procecdings Affecting Staie Water Project

General. [n addition to being a sowrce of wator for diversion inlo the Slute Water Project, the Bay-
Delta is also the source of water for local agricuttural. municipal sud indusitial needs, and, in addition,
supparts dignifican! resident and anadromous fish and wildiife respurecs and dmiporlant recreational vses of
watzr. Bolh the State Water Project’s upstream reservoir operations and 113 Buy-Della diversions can at
times aftect these ather uses of Bay-Della water direcily, or indirectly, through impacts on Ray-Delta water
quality. A variety of proccedings and other activities are angoing with the participation of vatiaus $late and
federal agencies, as well as Califmnia’s environmental, urban and sgricultaral comnunitizs, in an olforl o
develop long-term, colleetively-negotiated solulions 1o the enviroumental and watcr management issues
. voncerning the Bay-Detta, and Meropolitan aetively parlicipates in these proceedings. Matropolitan cannat
predict the ultimate outcome of any of the lifigation or regulalory processes described below, but belicves
iha ¢ maerially adverse impact on the operation of State Waler Projecl pumnps, Metropalitart's Stﬂ‘tﬂ Water
Projest LFull"."dl'lEu or Metropolitan's water reserves coudd resuli.

.&WREB Regulutory Activiries and Decisions. The Sue Waler Besources Control Beard (the
“EWROET) tv the apency responsible for setting water quality standards aml administering water rights
Urogrhoul California, The 8WRCD exercizes it regulatory aothaily over the Bay-Delta by m=ans of public
procecdings leading 1o regulutions and decisions that can affect the availability of waler w Melropolilan and
other wgers of Slale Waler Project water. These include the Water Quality Condrol Plan {“WQCE) for the
San Franciseo Buy/Swcramento-San Joaguin Delta Esmary, which cstablishes the walsr qualily objsctives
and proposed fow regime of Lhe estuary, and water rights decisions, which assign responsibility for
implemeting the objeciives of the WOCE to users throughout the ayatern by adjusting their respective water
rights pcrmil;‘;.

Uhe WQUP gels reviewed periodically 'md new standards and alincations of regponsibitily can be
impodad on the Slale Waler Project as & result.  The last review was completed in 2006, and ihe current
revicsw has boen ongoiny since approximataly 2010,

Since 2000, SWRCB's Water Righrs Decizion 1641 (“D-16417) has govemed the Stale Water
Praject’s ability o export water trom the Bay-Delta for delivery to Metrapolitan and olher apencies receiving
wator from the Slale Water Project. D-1641 allocated responsibility for meeting flow requiremenls and
salinily and other water quality objectives established earlier by the WQCP, Tn response (o ongoing drought
conditions in 2004 and 2015, DWR and the Burean of Reclamation requested temporary reliel fum certain
WOOP slundurds and filed petitions requesting changes to D-1641 terma that govorn owllows and salinity
slundards in the Bay-Delts. The SWRCD approved temporary urgency changes in the Bay-Delia in 2014 and
2013, enubling water to be conserved in reservoirs in casa of cantinuad drought,






Bap-Defta Planning Activitles. Tn 2000, several Stare and federal apzencics released the CALFTDD
Day Della Mrogrammatic Record of Decision (*ROD™) and Frvironmental lmpact Report/Enviromnental
Tmpact Statemen (“BIR/ELS™) thad outlined and disclused the environmental impacts of a 30-year plan
improve ‘the Bay-Delta’s ecosysiem, water supply reliahility, water gualily, and lévee stability, The
CALFED ROD refmains i elfee! and many of the Slade, federal, and lecal projects begun under CATTTD
cOnUim:: :

Building on CALFEI and other Day-Della planning activities, inn 2000 msltiple Slaie and federal
‘resourve ageneles, warer ageneivs, and other stakeholder- groups entered imo a planing agreenent for the
Buy-Dolta Conservation Plan  ("BDCP™). The BDCP was origimally conceived as a cornprehensive

consetvation strategy For the Bay-Delta desipned o resiore and protect coogystem health, waler supply, and:

-waler quality within g slable repnfatory famewark to be implemetted over a 50-year {ima frame with
sorvespanding long-lenm permit mthorizaons from fish and wildlife regulatory ugencics. The BDCD
includes hoth altermalives Tor new water convevance infrastructure and cxtensive habilal restoration in the
Ray-Delta.

_ Tn 2015, the Siate and federal lead ageneics proposed an allernative implemenlation strategy and new
alternatives Lo e BICP o provide lor the protection of water supplios conveyed Lhrough the Bay-Delta and
the restoration of the ecosysteml: of e Bay-Delta, termed “California WaletkFix" and “California
ReoRestore,” tespectively. In this allemnative approach, IDWR and the Bureaw of Reclamation would
implement plunned water conveyance improvements (California WaterT'ix) as a stand-alone project that
-would seek ineidental teke authorization for an unspecified period and would ineluds only limited armounts
of habital restoration. The Labilal vostoration ta be required would be that directly refated to constructin
mitipation and the associated coslz of such mitigation which would be underwritten by the public water
agencies participating in the California WaterFix project, Teosystemn lmprovemants and habital restoration
more gencratly (California EcoResinre) wonld be undertaken:under a inore phased approach than previonsly
conleiplated by the BDCP and would not be linked with the Calilomia WaterTix project o permits,
Acecelerated restorativn actions totaling 30,000 acres of tidal marsh hubilal were proposed fo be undertaleen in
ihe coming decade to provide public benefiws Tor lisied fish in the Bay-Delta. {See also “-Tndangerad
Spedica Act and Oiher Knvironmental Consideralions — Endungered Species Act Consideralions — State
Watcr Project.™ Subsceuent actions would be based on the proven merits of restoration.  Preliminary eost
cstimates for the WatetFix alternative are cusrently estimated to be S17 billion. When a decision selecting
the final project hiws been made, costs will be updated and allocated. Metropolitan inlicipates that it could
bear approximately 25 percent of the cosly of the praject. The Final TITR/ELS for the RDCP/Calitornia
Waterlix was compleled and made available o the public and other agencies on December 22, 7016, The
Wotice of Availability of the Tinal EIR/ELS was published by the Purcan of Reclamation'in the ederal
Repister on Decernber 30, 2016, On January 4, 2017, the LS. Secretacy of the Interio issucd an order to

federal agencies involved in the Califorma WataeFix stating the U4, Fish and Wildlile Service will issus a

final biological vpinion by April 2017, A similar schedule is anticipated for the biological opinion to be
issued by the National Marine Fisheries Service, Upon receipl of the biclagical opinions, the Dureau of
Reclamation will be able to issue a Récord of Deeiston tor the projeet, Certification of the HIR/ETS under
CRQA and final decision-making by DWR. i3 expected at that sume time. See also “Endangered Spacies
Act and Other Environmental Considerations — CEndangered Species Act Comsideraions — State Water
Project.” o

"Related Litizration

Cafifornia Water Tmpact Network Litigarion, On Seprember 3, 20010, the Californts Water Impact
Network and two olber non-profit organizations [iled a petition for writ o mandate and for declaratory and
itjunctive refief in Sucramente Superior Court against the SWRCE and DWR. The petition alleyres thal by
permitling and carrying out the export of large volumes of water from the Bay-1clia through the State Walae
Projcet, the SWRCE and DWR have failed Lo proteet public trust fishery resoarces in the delts; have been
Jiverling water from the Bay-Telta wastetully and unrcasonably in vieladon of the prohibitien against waste
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and unreasanable uge B the Calilemia Consttulion; wnd have failed to enforce and comply with water
guality and benefloial use dlandards m 13-1641, the 1995 WQUP, and the tederal Portar-Coloane Act,
Among the relief sought in the petition is an injuielion weainsd Bay-Trelia exports by the State Water Project
pending compliance with the various laws and adminisiradive ordery thal are alleged 10 have been violated,
“Uhe $lae Water Contractors filad a motion to intervens io this aclion, whicl was pranted on March 25, 2011,
I Awgrust 2016, the court dismissed the case withow projidice baged v ibe failure of the pelilioners ta bring
-the cage Wy Winl within five yvears of filing their nriginal petition. :

Monterey Amendment Litigation. On May 4, 210, 1IWHR completed sn EIR and concluded a
remedial CEQA review for the Montersy Amendment, which reflects ihe seiflanent of certain disputes
regarding the allocation ol State Water Projact water. Ses "= State Water Coulract” abovye, Cenal Delta
Water Agency, Soulk Lelts Water Agency, California Water Tmpact Network, Californin Spori(shing
Protection Alliangc. and the Cenler For Biological Diversity filad a lawsuit against DWER in Sacramonlo
County Supetior Courl challenpring the validity of the EIR under CEQA and the validity of wundedving
agreements under a feverss validalion aciion (the *Central Delta [ casa). In Tanuary 2013, the Cowit rlad
that the validation cause of action o Cepiral Delia | was ime barred by the stahite of limitations. Tha eoust
also held that DWR must compleie a. limied scope remedial CEQA review addressing the potential impacts
of the Kern Warer Bank, a partion of the Monterey Amendment that does not directly atfect Metropolitan.
The court also ruled that the Staie Water Project may cottinue 4o be operaled under the terms of the
Monterey Amendment while the remedial CTOQA review i proparcd and leaves i place the underlying
© project approvals while DWR prepares the remedial CTQA review, Plamilfs appealed. Briefing by the
parties way completed, but no date for oral argument has been set, Any adverse impaet of this litization and
tulings on Metropolitan®s State Water Project supplies cannot be determinzd at this time,

In Seplember 2016, DWR certifiad the Final Revised Draft TIR far the hMonterey Amendnzent,
meeorded a Notice of Delermination, and filed papers in the trial demonstrating complianes with the coust’s
arder Tor remedial CHQA review, On October 21, 2016, the petitioner group from Central Drelta T and a ngwy
lead petitioner, Center Fye Food Salely, fled lidsalion against DWR challenging this TR and named
Metropalitan and the other Srale Waler Project conlraclony as tespondenl parbes. Any adverse impact of thia
litigation and rulings an Metropolilan’s Bude Water Project suppliss cunnot be determined at thiz time.

- Colorado Hiver Agqueduc
Rackground

The Colorado River was Moropolitan’s original source of water atter Metropalitan’s estabishment
in 1928, Mcrropalitan has a legal coddetoent o receive water from the Colorade River under a permanent
serviee contract with the Scoretary of the Interior, Waler fom Lhe Colorado River and its fributaries iz also
available to other ugers in Caklifrnia, s well a5 ueers in the slates of Arizona, Colorado, Nevada, New
- Mexico, Tiaty, and Wyoming (eallectively, the “Colorado Biver Basin States™), resulting in both compstition
and the need for coaperation amdmg these holders of Colorisde River entitlements, In addition, under a 1944
treaty, Mexico has an allotment of 1.5 million acre-foer of Colosado River walet ammually except in the event
of extracudinary drought ar serious.accident tr the delivery system in the United Stades, in which event the
water atlotted to Mexico wonld be ourtailed, Mexico can alse schedule delivery of un additional 204,000
acre-feet of Colorado River water per year if water f4 available in oxcess of Lhe requiterents n the United
States and the 1.5 millinn agre-Tect allotted fo Mexico, -

Construgtion of the CHRA, which i3 owned and operated by Mewropolitm, was undertalen by
Metropolftat to provide for the transpardation ol ils Colorado River waler entitletnent to its service area. The
- CRA otiginates at Talee Havasu on the Colorade River and extends approximalely 242 miles through a series
of pump stations and rescrvodes to s terminus gl Lake Mathews in Riverside County, Up to 1.25 million
acre-foot of water por vear may be conveyed thoough the CRA (0 Meropolilan™s member agencies, subject to






availabilily of Colorado River water for delivery to Metropolitan ax described below.  Melropolitan first
deliversd CRA walsr 1o ils member apencies in 1941,

Coloragdo River Watcr Apportionment and Seven-Party Avreemenl

Pursuant. to the faderal Boulder Cavyon Project Act of 1928, Culilornia is apportioned the wse of 4.4
million acre-fec! of water from the Colonwlo Hiver each yewr plus one-half of any surplus Lhat may be
available for vse eolleetively in Aricona, California and Nevida (the “T.ower Dasin States™). 1Tnder an
apresment enfered imto in 1931 among the Calitornda entities 1hat expected to receive a portion of
Califormia’s apportionment of Colorwdo River water (the “Sev en-Early Apecement”) and which has formed
the busis For the distribution of Colorado River water made wvailalde 1o Catifornia, Melropelitan holds the
fourlh priority right to 350,000 acre-feet per year.  Fhis is the last priority within California’s basic
apportionment. Tn addition, Melropolitan holds the filth priorily right to 662,000 acre-fecl of water, which is
i zxoess of California’s basic appotlionment, Until 2003, Melrapolitan had been able (o 1ake full advantage
ol i1s filfth priority right as a result of the availability of surplus water and water appotiioned to Arizona and
Nevada that was not needed by those states, However, during the 1990z Arizons und Nevada increased their
use of water trom the Colorado River, and by 2002 po unused apportiommenl was available for Calilomia.
As a result, Califormda has limited its annvual vse lo 4.4 millien acre-feet since 2003, not including supplics
_tnade avallable under watcr supply programs such as intontionally-creared sueplas and certain conservalion
and storage agreentents. Tn addition, a severe drought in the Colorado River Basin from 2000-2004 reduced
storage in system reservoirs. ending the availability of surplus deliveries W Mctropolitan, Prior W 2003,
Metropolilan could divert over 1.25 million acre-feet in any yeur, bui sinee that time, Melropolilan®s net
diveisions of Colorado River water have ranged Trom & low of nearly 633,000 acre-feet in 2000 1o a high of
appmmmlm.,ly 1,175,000 acre-feat in 2015, and totaled over 996,008 acre-fect in 2016, Average annual net
deliveries for 2007 through 2016 were approximately 962,000 aerc-fect, with amnual volumes dcpendﬂnt
primarily on programs to augment bupplms including transfers of conserved water from apricufture, See *-
Croantifcation Settlemnent Arreetnent™ and “— Colorado River Operalians: Surplus and Sharlage € nridelines —
Interim Surplus Guidelines™ below, Ses alzo “—Water Tratsler, Storage and E‘LLh:tIlbl: Pragrams - Colorado
R iver Aqoeduct.”

Thc' frllowing table yels (orth the existing privrilies of the California users of Colorade River water
wslahlished under the 1931 Seven-Party Agreemsnt,

Hiemainder of page Intentionally lelt Blank.]
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- PRIORITIES UNDER THE 1931 CALIFORNIA SEVEN-PARTY AGREEMENT!

Triorily Deseription ii‘::;;;;l
1 Balo Verde lrrigation District gross area of [04,500 acres of [™ .
lanned in e Palo YWerde Valley
2 Yuma Project i California not exceeding a gross ares of
25000 ueres in California o= 3,850,000
3a) Toparial Trdgalion Disinet and olher lands in lmperial and
Coachella Valleys™ to be served by All-American Canal
M Paley Verde drtigadion District - 16,000 aeres ol land on the |
Lemaer Palo Verde Mesa
4. Metropalivan Water Distric! of Soulheen Calilornia for use on 350,000
the caastal plain
SUBTOTAL 4,400,000
Ha Blelropolitun Waler Disirict of buuthﬂﬂ California for use on SISEI',DDCI
. P
{he eoastal plain
(1)) Metropalitan Waler Istiet af Soulbem C dljl"umla [or use om 112,000
: the coastal plain™
- 6(aj Tmperial Treigation Diswict and olher lands in Jmperial and
' Coachella Valleys to he served by the All-American Canal
_ 00,
G{b) - Palo Verde Trrigation District - 16,000 acres of land an the
| Lower Palo-Verde Mesa
| TOTAL 5,362 000
T Agticultural wic in the Colorado River Rasin in Calilomia Eemaining
. _ _ : surphs

dosree: Metropolfogn,

i1y Apreemanr dated Angust 18, 1931, ooong Palo Verde lesigation District loyperial latigation Distiel Coushella Valley Counly
Warer Distiict, Meteopolit, the L":L:, ot Los Angeles, the City of San Diecn ond the County o See DHeao.

were memofalizod irthe apencica’ respectiva water cdelivery conteacts with fha Yecretary afthe Livtesvine.
(2. The Ceachella Walley ¥ator District senees Cozchells Yalley,

(A In 186 The O3y of San Diswy, the SaneDicgs Couuty Water Authority, Metropolitan and the SLm.,ta.w of the Imcrior enterec
mie g conlenet (hat menged sl ndded the Cigy and Counly sl San Dicge's dehls to slorage and delivery of Colorade Biver water

Gt iz vighta ol W etrapalibm,

Quantification Scitlement Asycemont

The Quantification Sattlernent Agreerment {“Q8A™, executed by the Coachella Valley Warer 1istrict
CYWD™), Imperial Treigation District (“FID*) and Metropelitan in Ootober 2003, establishes Colorado
Riever water e limits for TR and CVWD, and provides for epecific aequisitions of conserved waler amd
The Q54 and related agreements provide a framowords ot
Metrapolitan to enter inte other cooperative Coloradn River supply programs and zot aside several disputes

warter supply arrangenents tor up to 75 years,

among Califatnia’s Colorado River water agencies.

Thesse prinritiss






Specific programs under the Q84 und related agreements include fining portions of the All-
American and Coachella Canals, which were completed in 2009 and conserve approximately 96,000 acre-
teet ammually, As a result, abour 80,000 acre-Leel of conserved water is delivered L the San Diego County
Water Auvthodly (“SDCWA™) by exchange wih Metropolitan, Metropolitan wkes delivery of the remaining
16,000 gere-feet annually, The 16,000 awre-fiet provided annually o Meltopaliven will eventually be mad
avaitahle [or the benefit ot tha La Jolla, Pala, Pauma, Rincon and San Pasqual Bands of Missicn Indiuns, (he
San Luiz Roy River Indian Water Aulhotity, the City of Bscondide and the Vista Treigation Distric, upen
complelion of a water rights settlemenl. Also included under the QSA is a delivery and exchange aurctuont
between Metropolitan and CVWD thal provides for Metropolitan, when tequesied, to deliver ammually up 1o
35000 acre-teet of Metropolikm's $lale Water Project comraclusl waler to CVWD by eachange with
. Melropolitan's available Colorade River supplies. The QSA and rlaled agreements also auihorized the
trangler of water (up fo 4 masimum cxpocted amount in 2021 of 205 000 acre-feet) amally by 11D to
SSI30WA. See description below under the caption “— Sale of Water by the Tmparial Trrigntion Disiriet i San

IHego County Water Aulhority™ below; see also “METROPOLITAN REVINUES-Trincipal Customers™ in
thiz Appendix A, With [ull imptementation of the programs idemified in the Q8A, at tinles when California
iz limited to ity basic apportionment of 4.4 million acre-lect per year, Metropolitan expecis ta ha able to
gnnnally divert to ifs service arca approximartely 830,000 acrc-fect of Colorado River water plus watsr from
other water augmentaiion programs it develops, including the Palo Verde Land Management, Crop Retation
and Water Supply Program {described under “Water Transfer, Storage and Exchange Programs—Colorado
River Aqueduct” belaw), which provides up lo approximately 133,000 acre-leet of wator per year. (Amounts
of Colorado River water receivad by Metropolitan it 2007 through 2016 are discugsed undar the heading “—
Colorudo River Aqueduct—Colorado River Wisler Apportionment and Seven-’arty A grocment” abave.)

A complicating factor i completing the QSA was the fate of the Salion Sea. The Sea and iis
environs provide a habitat complex suppotlitg more than 400 species of birds, Located at the lowest
elevation of an inland basin and led primarily by agricultural drainage with no outtlows other than
gvapotalion, the Salton Sew was maivrally trending towards hyper-sulinily, which had already impacted e
“allon Sca’s fishery, Withou toidgation. the transter of waler [am T2 to SDCWA, one of the cove
programs implementad mmder Lhe QSA, would reduca the voluns of agricultueal drainage trom LD’ service
arca Anwing into the Sallon Sea, which would raduce the volume of waler in the Sea, exposing shoreline and
accalorating the natural end of the Salton Sea to hyper-salinily, Sece “— Sale of Water by the Imperial
Trrigation District 1o Sun Diggoe County Water Authority™ belowe. 1n 2002, the SWRCB issued Waler Rights
Order 2002-0013, which gave approval for the transter of waler [rovn 1T ta SDCWA and CV WD, and which
roquired Salton Sea milipgation water deliveries from 2003 threugh 2017,

Tn 2003, to Facilivale implementation of the QBA, e loglslatire directed the Secreliry for the
Calilornia Natural Resources Ageney o undertake a restoration study i deteeming a preferred altemitive for
ihe restoration of the Sallon $oa coosvstem and the protection of wildlifz dependent on that ecosyslem. In
May 2007, the Secrelury submitted hiz §8.9 billion preferred allernative to the Legislature.  While
withholding authorizalion of the proferred alternarive, in 2008 the Iegiglature directed the California Natural

- Regourees Apency to underlake demonstration projects and investigations called for in the Secrelary’s My
2007 recommendation. Since then, the California Natural Resourses Agency and the U5, Fish and Wildlile
Sorvice have been developing various pilot-scale projecls wlich arc at various stages of planting and
implementation.

Concerned that the Califumia Natural Resources Agency has nol made sufiicient progress to develap
‘# long-term restoration plan for the Salton Sea, in November 2014, LD filed a petition with the SWRCEH
asking it to modify the SWRCB's 2002 order, TID stared that it is concerned that the scheduled tennination
.of mitigation water deliveries to the Salton Sca at the end of 2017 will resull in the shrinking of the Sea and
an ineroass in exposed playa and fugitive dust emissions. [1D’s petiiion requested that the SWRCB modity
its arder to include a requiremnent that “the State fulfill its statutory obligalion to rostore the Salton Sea as a






condition of the QSA transfers” Sco “— Sale of Waler by the Impenal Imisation District to San Diego
County Water Anthority™ below, The SWERCB bas held varlous workshops Lo recelve inpet on the petition,

“During the spring of 20135, the Governor lusked a sumber of individuals from his stadf, known as the
“Salton Sea Task Toice,” to lonk inte actions thal could be taken al the Sea, In Ocwber 2015, the Sallon Sea
Task Foice announced that it would implement a mumber of aciiong fo address ihe Sallon Hea ecosyslen,
including immediate implementation and further devalopment of the Salion Sca managemenl plan; mesting a

- shorttermn goal by 2020 of 9,000- 12,000 acres of habital creation and dust suppresgion projects and & -

‘medinn-term goal after 2020 of 18,000-25,000 acres of habital crcation and dugd suppression prajects. In
Aupust 2016, 4bhe LS. Department of the Tnterior and the California Natoral Resourses Ageney snlerad info
an MOLU which vutlines the manner in which federal agencies would conperate with State and local agencicy
sy asaist The Sallor $ea Task Force in achizving its stated goals, While projects that are currently underpay
or are anlicipatzd o bogrin in 2007 are not expected to meet the Salton Sea Task Torce's short-term goal, the
Sallon Sealask koree conlinges ils elforts to identify a long-term plan for the Salton Sea for construction to
hegin as carly az 2018, lun the absence of 4 Sallon Sea restoration project, the QSA and related agreements
provida for the control of exposed plava by 11D us a mitigation measure fimded by CYWD, LD, and

CSDCWA, with the State of California obligaled 1o mael all milipadion doslyihal exceed 5133 million in 2003
daollars. "k“[atmpnlltan has o abligation (o pay any costs assoviated wilh restoralion of the Salton Sea.

- Sale of ¥Waier by the Imperiai j_rt‘jguuun Divirict tu San DIELU C mmh YWater Anthority

On April’ 29, IEI'F)S, SDCWA aod 111 execued an agreement (lhe “Transfer Apresment™) tor
SDCWA's purchasze from TID of Coloradn Kiver watsr that is cansceeved within 1107, An amended 1ransfer
Agleemem executed as one of the QI3A agreements, aet the maximum transfer amount at 205,000 acre-leel

_in 2021, with the wanster gradually ramping up to fat amount over an approximately iwenty-year pedod,
then stabilizing at 200,000 acre-feet per vear beginning in 2023

Mo facilities exist to deliver water directly from ITD to SDCWA.  Accordingly, Metropolitan and
SDOWA enlered inle an exchange apreement, pursuant to which SDCWA makes available to Matropolitan
al 1le fnlake gl Lake Havase on the Colorado River the conserved Calerade River water acquired by SDCWA
[rom 013 and waler allocated to SDUWA that has been conserved as a result af the lining of the All-
American and Coachells Canals, See “—Ouantilicalion Settlement Agreement” above. Metropolitan delivers
an equal volume of walsr Fon ils own sources of supply through portions of its delivery system to SDCWA,
~CLhe deliveries e Both Mettopolitan and SDOWA are deemed 10 e made in equal monthly increments. In
congideration for the conseryed waler made available o Metropolitm by SDCWA, o lower rate is paid by
SIMCWA Foe the exchange waer delivered by Melropolilun,  The price payvable by SCWA s caleulated
uging the eharges set by Merropolitan's Board For lime do tne 1 be paid by i momber wrencies for the
conyeyance of waler theonph Melropolitan's [avilities,  See “METROPOLITAN REVENUESLitigation
Challenging Rate Struelws™ in this Appendix A for & deserption of Metropolikm's charges for the
conveyanes of water thraugh Melropolitan®s facilitics and ligation in which SPCWA 15 challenging such
charges. Tn 2016, 178,493 acee-feet were delivered to Metropalitan by SDCWA lor cxchunge, consisting of
100,600 acre-foet of TTD conservation plus 78,4493 aere-leot of consetvad water from the Coachells Cunal and
All-American Canal Tining projests,

Caolorads River Qpercations: Surplus and Shortage Guidelines

Geseral, The Scorelary ol the Inlerior is vesied with the responsibilily of managing the mainstream
walers of the lower Colorado River pursnan Lo federal law. EHach yeer, the Secrewary of the Interior is
regquired 1o declare the Colorado River waler supply avallability condilions for the Lower Busin Skates in
tettns of “normal,"™ “surplus™ or “shorlage” and hay adoped operalions erleris in the form of guidelines to
detertaime the availability of surplus o palential shumbe allocwtions anong lhe Lower Basin States and
reservolr operations L such cundﬂmns
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Interim Susplus Guidelines, In Javaty 2001, the Secretary of the [aterior adopred guidelines (the
“Inleriin Suplns Guidelines™, mitially o nse Thmug_h 2016, m determimng i there i surplus Colorado
River water available for use in Culifornia, Arizona and Nevada, The lulerim Surplus Guidelines were
amznded in 2007 and now extesd theough 2026, The purpose of the Inderim Surplus Guidelines wasg lo
providé mainatream users of Colorado River water, particularly those in California who utilize surplus {lews,
a grealer degree of predictability with vespact to the availability wad quantity of surplus water,

_ Trnder the Tnterim Surplus Cuidelines, Metropalitan initially éxpectad to divert up to 1.25 million
acre-feet of Colorado River water annually under foreseeable runolll mud reservoir storage scenarkes [rom
2004 through 2016, However, an cxiended drouglit in the Colorade River Basin reduced these initial
expectations. In May 2002, the Southern Nevada Water Avthorily (“SNWA™ and Matropolian ¢itered into
an Agreement Relatmy 1o Tmplamentation of Interim Colorado River Surplus Guidelines, in whicl SNWA
and Metropalitan agreed Lo the allocation of unused apporiionment as provided in the Inlerim Sueplos
Guidelings and on lic priorfty of SNWA for imterstale hanking of water in Arizons. SNWA and
Matropolitan enlersd ino a storage and inferstate relense agreement on October 21, 2004, Under this
agresment, SNWA can request that Metropolilan siore wnused Nevada apportionment in Califarnia. The
amout of walet slored through 20014 under this agreemont was approximately 205,000 acre-feet.  In
subsequent years, SNWA may requast recovery af ihe stored water. Az part of 2 2012 ¢xeouted amendment
© to the agresment, it is expectad thal SMNWA will nor reguest return of the water slored with Metropolitap
betore 2022, Tn Cetober 2015, SNWA and Metropolitan cxecuted an additional smendment to the agreemeant
utider which Metropolitan paid SNWA approximately $44.4 million and SXWA swred an additional 130,000
avre-fect with Metropolitan during 2015, OF that amount, 125,000 acre-feed bas heen added to BNWAs
glorage account with Metropolilan, inereasing the total amount of waler slored to approximately 330,000
acre-foer. When SNWA requests Lhe relien of any of the stored 125,000 acre-Teet, SNWA will reimburse
Metropilitan for an equivalend proporiion of the $44.4 million plus infladon based on the amownt of wiler
reiurnad, The stored waler ablowed Metropolitan-to have a full water supply from the Colorado River in
2015.

Lower Basin Sthortnge Guidelines and Coordinated Management Strategies for Lake Pewell and
Lake Mead  In May 20035, the Secretary of the Interior diresied the Burean of Reclamalion o develop
additional strategies for improving coordinated management of the rescrvoirs of the Colorada River gyglem.
Tn November 2007, It Burcau of Reclamation fzsued 4 Final Bnvironmental Impact Stalemeti (“HIS™)
regarding new lederal *guidelines concemning the operadon of the Colorado River syslem reservairs,
particularly during drought and low reservolr condidens. 'These guidelinas provide water telease crileria
from Lake Powel] and water storage and water tefease eriteria from Lake Mead during shoriags and qurplog
- conditions in the Lower Basin, provide o mechanism [or the gtovaze and delivery of conserved sysiom and
nan-system walet in Lake bead and extend the lnferim Swrplus Cuidelines through 2026, The Seerclary of
the Luterior issucd the final euidelines through a Record of I2ecision signed in December 2007, e Reeord
of Decision and asermpanying agreement among the Coloradn River Basin States pralect reservoir levels by
tedveing delivetics doring drought perieds, encourage agensics to develop conservation progans and allow
the Colorado Hiver Basin States to devebop and store new watar supplies. The Colorado River Basin Project
Act of 1968 imsulates California from shortuges in all but the most extreme hydrologic conditions,
Consiztent wilh these legal protections, under the guidelines; Arizona and Nevada are Arst subject 1o the
initial anﬁuﬂl shintagss identified by the Becrelary up o SﬂUJ]I.'}[} acre-fest.

The guidelines also created the Intentionally Created Surplus (“TCS"} program, which allows Lhe
Lower Basin Stales 1o store conserved water in Lake Meud, Under this program, TCS water (waler hal has
been consery ‘ed ilrough an extracrdinary conservation measute, such ag land fallowing) is eligible for storage
in Lake Mead by Melrapolitan. Ses the table “Matropolitan’s Waler Storage Capacity and Water in Storage™
under the heading “~Slotage Capacity and Water in Storage™ below, 'The Seerctary of the Interior delivers
the stared ICS watet o Mefropolitan in accordance with the werms of December 13, 2007, January &, 2010,
and November 20, 2012 Txlivery Apreemeants between the Lmiled States and Metrapolitan. As of January 1.
2017, Metropolilan had an cstimated 71,000 acre-feet in its 1C5 accounts, Thase surplus accounts are made
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up of water conserved by fallowing in the Palo Verde Valley, projects implemented with 10D in its service
arca, grovndwarer desalination, the Warren TT. Brock Reservoir Praject, uid Lhe Ymmt Desalting Flant pilot
i, W}IILJ‘I hizvi nol been deln gred to the ragian.

Eelated Litigatiun

-"\'avarja Nation L:r.r,glarmu Tha Nmﬂ_]u Natien filed lltlﬂatmn against e I)Lpaxmmm ol 1he lnterior,
specifically the Bureau of Reclamulion and the Bureau of Tndian Affaivs, in 2003, allegitge Ul the Bureau of
Reclamalion has [uiled to determine the extant and quantity of the water vights of the Navajo Nadon in the
Celorado River aud thal the Burewu of Indian Atfairs has #ailed to otherwise protaet the interests ol the
Navajo Matian. The mmplanli_ chalbenges Lhe adequacy of the environmental roview for the Tntarim Suplus
Gutdelines {desceibed under “— Colorade River Operations: Surpluz and Shortage Guidelines™ above) angd
seeks to prohibit the Deparimend of the Inferior fom allocating any “surplos” water unti! such thng ag a
determination of the rights of the Navajo Nulimi s completed, Metropolitan and ether California water
apencies filad motions to intervena in this agtion; In Oclober 2004 the court pranted the motions to [ntervenc
and stayed the litigation to allow negatiations amomng Ui Mavajo Nulion, federal defendants, Central Arizana

-Waler Conservation District (“CAWCD"), Stats of Arizona aud Arizona [Jemrment of Water Resonrces,

Aller years of nepotiations, a tentative settlement was propased in 2012 sl would provide the Navaje

Nation with specified riglus to water from the Linle Colorade River and groondwaier basins under the
reservilion, alenyg with federal funding for development of water supply svsiets on the ribe’s reservation.
The proposed agTeement was rejected by tribal councils for both the Navajo and the Hopf, who were seeking
to ingervene,  On May 16, 2013, e stay of proceedings was lifted. On Nuue 3, 2013, the Navajo Mution
movéd for leave 1o Tile a (irst amended complaint, which the court granted on Tune 27, 2013, The amended
complaint addad a feaal challenge 1o ihe Lower Basin Shortage Guidelines adopted by the Secretary of the
Interior in 2007 that allow Melropelilan and olher Colorado River water users to store water in Taka Mead
(described under “— Coloradn River Operavions: Surplus and Shurlm.ge Guidelines” above). Meatropolitan hag
used these new puidelines to storg over 500,000 acre-leet of wuter in Lake Mead, o pcrrtmn of which has heen
_delivered, and the remainder of which may be delivered at Metropalilat’s request in future yems. On July
22, 2014, the district court dismissed the lawsuit in itz cnticely, mmling that the Mavaje Nation lacked standing,
and hat 1]1@ claim was barred against the federal defendants, The district coun, denied 4 motion by the
. Muvyjo Nation for legve to amend the complaint fiirther after the dismissal, On Seplember 19, 2014, the
MNavajo Nution appealed the dismissal of itz claimz related to the Tnterim Sorplus Ouddelines, the Luwer
Basin Shurluge Guidelines, und breacl of the federal trust obligation to the tribe. Bricling by the parlies was
completed by May 20, 2005, Oral argument in the Ninth Circuit Cotrt of Appeals has beon set o February
14, 2017, Meltopolilan is unable 1o assess ot this time the likelihood of suceess of this appeal or any fulure
¢laims, o heir pULenl:ml elfecl on Colorado River water supplies.

Endu_ugc_r_ed Speeies Act and Uthcr Environmental Considerations

Eandangered Specics Act Considerations — 3tate Watcr Project

Gerneral, DWR Las altered the operations of the Stats Water Froject to accommodiie spoecies of fish
listed as Ureatened or endangered under the Faderal ESA or California TSA. Currently, (ve spocies {the
witler-run and sptite-run Chinook salmon, Defta smalt, North American green snwgean and Central Valley
steelbead) are listed under the ESAs. In addition, the longfin smelt is listed as a threatened gpreics under the

California ESA. These changes in projsct operations have limited the flexibility of the State Waler Project
and adversely affected Stale Water Project deliveries to Metropolitan,  State Water Project oporational
requiternenls may be further modiBed in the future under new biological opinions for listed apeeics under (he
Federal ESA or by the Califommia Department -of Fizh and Wildlife's issuance of incidonial ke
authorizations under the California ESA. Additionally, new litigation, listings of additional specics or new
regulatory tequirsments could further adversely affect State Water Project aperations in the fulure by
requiring additional export reductions, releases of sdditional water from storage or cther operational chunges
impacting tlie water supply avuilable for export. Such operational constraints are lileely to continue wnlil
long-term solutions 1o the problems in the Bay-Dalty are identitted and implemanted. See alan “Srate Waler
Iroject — Bay-Delta Procesdings Allecting State Water Mroject.”
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The Federal TSA requires that before any federat ageney aulhorizes funds or carmics out an action
that may allcel a listed species or designaled critical habital, it must eonsult with the appropriate federal
fishery aweney to determing whether the action would jeopardize Lhe contimied existence of any threatened or
endangerud species, or adversely modify habitat eritical do Lhe species’ needs. The tesull of the consultation
is known ay 2 “hiological opinion.” In the binlogical opinion the federal fishery agency derermings whether
the uclion would cause jespardy 10 & thecatened or endunyersd species or adverse modification to critical
hebilid, and recommends reasonable and prodent altemaiives o measures (bl would allow the action Lo
proceed without ceusing jeopuedy or adverse modificaiion. The biologicul opision also includes an
*incidencal take statemenl.”™ Ll incidental take statemeni ullows the action o go [orward even though it will
resull i some level of “lake,” incliding hamming or killing some members of the species, incidentul to the
agetiey action, provided that the agency action does nat jeopardize the comtinued existence of any Lhrealoned
or etcdangerad species and vomplics with reasenalle miligation and minimizslion measures recommended by
1l federal fishery ageney.

Dalta Smelt and Salinoa Federal ESA Biofogical Opinions. The United States Pish and Wildlile
Yervice (USEWS) rfeleased a biological opinion on December 15, 2008 on the impacts of the Slule Water

Project and the lederal Central Valley Project on Delta smelt.  On Jme 4, 2009, the Mutional Warine .

Fisherfes Sarvice (NMFS) relsased a biological opinion for salmonid specics. The water supply restrictions
imposed by these hiological apinions on Della smelt and salmonid gpeeles have a range of impacts on
Metropolitan's delivetics from the State Waler Projeet, depending on hydrodogic conditions. The impact on
total State Waler Projoct deliveriss o Stale Water Contractors alltibutable to the Delta smell and salinonid
spacies bivlogical opinions combined is cstimated to be ons wmillion acre-feet in an average year, reducing
total Stule Wator Project deliveries o State Water Contrackors from appraximately 3.3 millian acre-feet to
approximately 2.3 million avre-feel [or the year under average Lydmlogy, Reductions are eatimated to range
from 0.3 million acre-teet during crivically diy vears o 1.3 million acre-feet in above noemal water years.
Total Statc Water Project delivery impacts to Meliopolilan for calendar years 2008 through 2016 are
estimated ta be 2.0 million acre-feet.

Fndangered Species Act Congiderations - Colurado River

Federn] and state environmertal laws prolecling fish species and other wildlife species have the
potendal to affect Colorudo River operations. - A number of species that are on cither “endangered” or
*lweaicned” lists under ihe FSAS are present in the arca of the Lower Colorade River, including amoeny

- ollcts, the bomytail chuly, ravorhack sucker, southwestern willow flycatcher und Yuma clapper mil. To
addreas this issue, a brosd-based stateffederaliribal/private regional pirlnerihip that includes water,
hydrosleetric power and wildlife management agencies in Arizona, Californis and Nevada have developed «
mulli-spesies conservaiion program for the main swetn of the Lower Colorado River {the Lower Colorado
River Multi-Species Conservation Program or “MSCF?). The MSCP allows Mewopolitan to obtain federsl
and slate permits for any ineidental take of proteclzd specios resulting from corrent and fiture water and

- power operations of ils Colorado River fadilitiss and o minimize any incertuinly fren additional listings of
etiangered species. e MSCP also covers operations of faderal dams and power plants on the river thal
defiver water and hydroclectric power for use by Melropolitan and other agencics. The MSCD covers 27
specics and habitat in the Lower Colorado River from §.ake Mead to the Mexican border for a term of 50
yeurs {commencing in 2005), Over the 50-year fenmn of the program, the Lotel cost to Idetrapolitan will be
about $88.5 million {in 2003 dollars), sud amoual costs will range Between $0.8 million and $4.7 million (in
2003 doltars). o

Invasive Species - Mnssel Control rograms

Zebra and quages musscls are established in mauy regions of the United Btalcs. Mussels can
reproduce quicldy and, if leli vnmanaged, can clog inlukes and vaw water conveyance sysiems, alter or
destroy [ish habitats and affect lakes and beaches. Quagpa musscis were introduced in the Great 1.akes in the
late 1980s. These organisms infist much of the Greal Lakes basin, the St. Lewrence Seawiy, and much of
the Mississippi River drainage syatem. Tn January 2007 quagga musscls were discovered i J.ake Mead, The
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most fikely source of (he guagm muossel infestation in the Colorade River was recrealional boals with
expoaurs to water hodics arousd 1he Gresl Lakes, Metropolitan developed a program in 2007 to addecss e
lang term intreduction of mussel larvae into the CRA from tha Lower Colorado River, which is now heavily
colonized from Laks Mhazad through Take Havasn,  The quagga mussel contral program consists of
surveillance activities and control meadures, Survelllance activities are conducted annuelly in canfunction
with regularly scheduled two- to thres-wock g CRA shudowns, wlhich have the added benefit of
desiveating exposed quagga mussela, Contral activities consist of conlinuous chlonnalion at Copper RBasin,
. Lake Bkinner outlet conduit;. and Lake Mathows Foreby, quarietly chlormation of the outlet towers at Lake

Skimner and Mathews, and physical removal of mussels fwam e frash racky 1o Lake Huvasu, Racent
shndown inmspeclions have demonstrated that the combinced use of chlorine and regular cesninge during
sehieduled shwldowns sllectively control mmssel infestation in the CRA. “'-.*Tclmpmhi.ut1 s eosls [or controlling
' quaﬁi.,a tnugsels in the CRA are betwean $4 million and 55 millioa per year,

Chuagrza und zebry mussel pepulations are located within 16 miles of the Siate Waler Prujecl. An
isolaled populalion vl zebrs mussels is established in San Justo Reservoir in Contral California and Lake Pinu
in Southern Califennia has been inlested willl quagga mussels since 2013, To prevent the firther spread of
the musacls inio the State Wajer Project, the Bay-Delta and othar bodies of water and water sysiems, 12DWE
has joined the Califoenia Trepaniment of Fish and Wildlife, as the lead agency, and other state and foderal
agencies on a number of activities, Those inelude Boal nspections, monitoring of water bodies and warer
systems and education of the public, In addition, DWE has developed a Rapid Response Flan, Veetne
Management Fan, and Long-Tern Mussol Managenen! and Centrol Plan as mandated by the California
Fizsh and Game Code.

In December 2016, DWR found dead adult muasels in the Angeles Tnmel, which commects Pyramid
Lake to Castaic Lake. Through DNA testing, thay wers confiemed 1o be quagga mussels. As a result of such
* indings, the Calitornia Department of Tish and Wildlife has deemad the Srale Waler Projecl West Branch
(including Pyramid and Castale Lakes) to be infested with qmagea mussels and hag implemented boat
nspeetion reguiremants on boals leaving Pyramid Lake and Castaic Lalke to help prevont the apreading ol the
- invasiye spegics.

Sl Febrgey 2007, DWER detecied mussel velizers (microscopic, free-floating lasval lifestage) in
witlat sampley collecid on the Suale Water Project East Branch at the North Pak valve of the Sania Ana
Valley Pipeline, which iranspors walet from Silverwood Lake locared in S8an Bernordino County to Take
Perris Jocaled in Riverside Cownly. Exwnsive samnpling has oceurred upstraam and downstream of ths Worth
Pale valye and no musscly have been delecled. Currently, there 1s no evidence of mussels in Silverwood
Lalce or Take Perris.

Uhére are no impacts on Slale Waler Project allocation or defiveries at this time and the fufure leyel
“of mussael impacts g usknown, Melropoliiun will coordinate with other agencies to increase the monitoring
ol mussels and adapd the esisling gusges mussel control program for the State Water Project as required,

. Waler ’l‘mnﬁfer, storage und Exchange Programs
f_n'nerul

To bupplr:menL its Shute Water Project and Dnlumdo Rivar water supplics, Metropolitan has
. developed and actively manapes a portfolio of water supply programs, including water transfor, storage and
euchange apreements, the supplies ereated by which are conveyed through the California Aqueduct of the
Blde Waler Prodect, wilizing Melropolitan®™s rights under its State Water Contract to use the portion of fhe
Slate Waler Project conveyanuve system necessary to deliver water to it, or throueh availabla CRA capacily,
Consislent with its IRP, Meltopolitan will continue to pursue voluntary water transfer and exchange
programs  with  Slate, Tederul, public and private water districts and individuals to help mitigats
supply/demand unbalances wnd provide additional dry-wear supply sowces. A summary description of
certain of Metropolitan®s supply progams are sat forth below. In addition to the arrangements deseribed
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Below, Melzopalitan (s entitled to sworage apd access to stored water in conncetion with various ather storage
programs #nd facilities. See “—Colotade River Aqueduct‘ above Bt his Appendix A, ay well as dhe able
“Melropolilan®s Water Storage Capacity and Water in Storage™ woder the headmg —Horage Capacity and
W aicr in Storage.”

&[ale Water Project

_ n addition to the basic Stale Water Pr oject contracl provisions, Metropolitun has other contract

rights thal accrue to the overall value of the State Warer Projecl. FBecause each confractor i paying for
plisival facilities, they also have the right to use the facililios to move water suppliss associated with
surienients, water transfers and water cxehanges. Metropalilan has e entered inte amectmcnts and exchanges
that provids additional waler supplizs.

Castaic Lake and Lake Pervis. Metropolitan hus conbracal rights to store up lo 63.000 acre-feet of
waler in Lake Perris (Bust Branch eerminal reservoir) and 153,940 acre-teet of walet in Castaic Loke {West
Franch terminal reservoir). This starage provides Melropalitan with additional oplions for managmng Stale
Water Project deliveries 1o maximize yield from the projecl. Any water used must be retumed to the Stale
Water Project within five vears or it is daducted fiom allocated amounts in the sixil year.

Metropoliton Arsicle 56 Carryover. Metropolitan has the. right w store 115 allneated contract amount
far delivery in the following year. Metropolilan can store between 100,000 and 200,000 acre-feet, depending
on the final water supy allocation percentaue. '

Califormia’s agricultural activities cunsumc approximately 34 milBon acre-feet of water mmually,
whicll is approximately 80 percent of the (otal water used in the State for agricultural and urban vses and 40
parceni of the water used for all consumptive uses, including environmental demands. Volundary water
transters aml exchanges car make o porton of this agricultural water supply available to suppost Lhe Staie’s
urban wreas,  Such existing and poiential water transfers and mlmngc% are an importunl clement For
improving the water supply reliubility within Metropolitan’s serviee arca and accornplishing the reliability
goal sel by Metropolitan’s Board. The patfolio of supplemenlil supplics that Ietropolitan has developed fo
Tw canvoyed through the Stale Waer Projeet Califormis Aqgueduct extand from 11urt]1 ol the Bay-Ixelta
southoern California, Cerlain ul"1hmc arrangemeants are deseribed below.

Yuba River Accord. -I\ﬂ'ul;rnpﬂlitan entered Info an agresment with DWR in December 2007 to
purchase a portion of the water released by the Yuba Coeunly Water Agency ("YCWA”) YCOWA was
mvolyved in a SWRCB procseding in which it was required Lo fercase Vuba River fishery flows. Within the
framework of apresments known as the Yuba River Accord, IWR entered into an apreemett. for the bong-
lerme purchase of water frotn YCWA. The agreement permils YOWA to transfer additional sapplics at its
discretion. Metropalitan, olher Srae Water Contractors, and {he San Tais Delta Mendota Watsr Authority
- entered into separate apreememts with DWR for the purchase of portions of the water malde available.
Melrapolitan's agresmenl wllows Metropalitan to purchase, in dry years thmugh 2023, wvailably water
supplics which have ranged from appeoximately 6,355 acre-feel Lo 67068 acre-fest per year,

T addition to water made available under the Yuba River Accord, Metropolitan has developed
groundwater storage agreements that allow Metrepolitan to slore available supplies in the Cenlral Valley for
returs later, Metrapolitan has alse developed exchangas and transfers with other State Water Contraciors.

Arvin-Edison/Meirepolitan Witer Management Program.  In December 1997, Metropolitan
entered into an agreement with the Arvin-Tdison Water Storage Disirist (“Arvin-Tidison™), an itrigglion
agency located sowheast of Bakersfield, Califarnia. Under the program, Arvin-Gdison stores waler on behal[
of Metropulilan, Tn Jamuary 2008, Meopolitan and Arvin-Edisen amended the agreement to enhance the
program’s capabilitics and to increase the delivery of water to the Califomia Aqueduct. Up to 350,000 acre-
feet of Melropolitan’s water may be stoted and Arvin-Tdison is obligaled 1o return up to 73,000 acre-feet of
stored waler i any year to Metropolilkm, wpen roquest.  The ameemend will torminate in 2035 unless
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extended. “I'o facililale the program, new wells, spreading basins and a retumn comveyunce fucility connecting
Arvin-Tidison’s exigting Lwilities 10 the California Aqueduct have becn conatrueied.  The awcotnent alse
provides Mewopalitan priotily use of Arvin-Edison’s facilities to convey higl quality waler available on 1he
gast side of the San JToaquin ¥alley to the California Agueduct, Metropalitan’s current storage account tnder
the Arvin-Cdisen/Moetropoelitan Waler Manugement Program is shown in the table *Metegpolitan’s Water
storage Capacity and Water in Slorage™ under the heading “—Storage Capacity and Water in Storage.”™

Semitropic/Hetrapoliten Grogadwaier Stovage and Exchange Program. Tn 1994, Meteopalitan
entered into an agreement with the Scmitropie Waler Swruge District (“Semitropic™), locatad adjacent to the
‘California Aqueduct north of Takersfcld, 10 siowe walet in the wroundwater basin underlying land within
semitropic. The minitum anmal ¥ield available to Meropahitan from the program is 38,700 acre-teet of
Cwider and (ke maximum annual yield 15 231,200 acre-feet ol water depending on the available unused

capavily and the State Water Project allocation. Metropelitan®s currenl slorsre avcount under the Semitropic
- program s shown in the tabla “Metropotitan’s Water Storage Capacily md Waler I Storage™ under the
heading “—storage Capacity and Water in Storage,”™

Kernt Dolta Storaye Program.  Metropolitan entered into an ageeement with Kem Dells Waler
- District (“Kom L3ella™) in May 2003, for a groundwater banking and oxchange translor program o allow
Mateopalitan o sore up-to 25L000 acre-feet of State Water Contract water In wet years and lo permit
Metropakitan, &l Mewopolilan’s option. 4 refurn of up to 30,000 acra-feat of watcr annually during by drologic
and regnlatory droughis. '

Majave Ntorage Program, Matropolilun enlered into a groundwater banking and exchange teansfer
agresment with Maojave Water Ageney ("Mojave™) it Ootober 2003, This agreement was amended in 2011
to allow for the cumulative siorage of up (o 390,000 were-feet, The apreement allows for Metropolitan to
store water in an exchange aceount for later retuen.  “Jhyough 2021, and when the State Water Project
allocation 1s 60 percamt or less, Metropolitan can annually wiihdraw Mojave's State Water Project
contractual amounts in excess of a 10 percent reszrve. When the Siate Wakr Project allocation s over 60
pereenil, the reserved amount for Mojave’s local needs increases ta 20 percent,  Under a B0 percent
wllovalion, the Shite Water Comtract provides Mojave 82,800 acre-fool of watcr,  Mettopelilan’s current
slirage wecounl vider Lhis program is shown in the table “Metropolitan®s Water Stovage Capueily and Waler
i Sleruge” under the heading “—Storage Capacity and Water in Storage.™

Antelupe Valley Eust Kern Storage and Exchange Program. Tn 2018, Fctpokitan endcred into an
agreement with the Anwelope Valley-East Kem Water Agency (MAVEE™), the third largest $ale Wider
Broject Comiractor, 1o both exchange supplies and store water in the Anfelope Valley groundwater basin.
Uiiber 1his apreemenl, AYEE wonld provide at least 30,000 acre-feet over ton vears af its utsed 1able A
Slate Waler Project wider 1o Melropolilan. For every two acre-faet provided to Matrapoelifan as parl of (he
cxchange, AYHE would receive back one acre-fool in the futurs. For the one acre-foot that is retained by
Metrupolitm, Metropolilan would pay AVEK under a set price acheduls bascd on the Sale Water Project
allocation at the time, The payinent would rayse from $587 acre-foot under a 3 percent State Water Pinject
allocation 1w $38/acre-lvol under an 86 percent State Water Project allocation.

Sun Bernardino Volley Municipel Waier District Coordinated  Operating  Agreement
Meltopolitun entered into - un agreemaent with the San Bemarding Valley Musicipal Water 1stiicl
{“SBYMWD™) in April 2001 to courdingte the use of facilities and State Water Project water supplics. The
agreement allows hedropolitan o mimmem purchase of 20,000 acre-feet on an annual bagsiz with the option
Lo purchase addilional waler when available. The program includes 50,000 acre-fest of storage capasity for
the cuirvover al waler putchased from SBYMWD, In addition to water being supplied using the State Water
Projecl, the previously slored water can be returned using an interconnsction between the San Bernarding
Cenirul Feeder and Metropolilan’s Inland Feeder.






Sun Gabrict Valley Municipel Water District ond Other Exchange Programs.  In 2013,
seropolitan enlered  into an wgreement with the San Gabriel Valley Municipal Waler [Hstrict
(“SOVMWD™), Under this agreement, Metropolitan delivers treated water Lo a Gy MWD subagency in
cxchange for twice ag much umreated State Water Drojeet supplies delivered itio the groundwider bagin that
supplies this ageney and metropolitan subagancies, Mairopalitan can putchase at least 3,000 acre-foet per
vear, i1 excess of the unbalanecd cxchange wmount,  This program has the potentiul 1o increage
Matropalitan's veliability by providing [ 15,000 acre-feol theough 2035,

Metropolitan has been negotiating, and will continue to pursue, water purchase, slorage and
exchange programs with other agencizs in the Sacramenio and San Joaguin Yalleys, These programs involyve
the storage of both State Waler Project supplies and water purchased from other sources to enhance
¥ewopolilun's dry-vear supplics and the exchange of novmal year supplics to enhance Melropolitan’s water
reliability and water qualily, in view of dry condilions and potential impacts from the E8A cases discussed
above under the heading “—Fndangered Species Act and Other Envirenmental Consideraliopns—Tindangered
Species Act Considetalions - State Warer Projecl.” Fn 2016, Metropolitan entered inta an agrecment with the
Siule Water Contraclors, Inc. to pursue waler transfer supplies. These purchases were not completed,
however due to the 60 percent State Waler Project allocation, which resulted in no conveyance capacily Lo
move the transfer supplics to Metropolitan, :

Metropolitan bas also entered inlo an agresment wilh certain State Waier Contractors for Lhe
exchange of & portion of its Colorado River supply for their Stule Water Project comracted amounts.  One
benefit of the agreement is reducing Metropalitan’s Stake Water Project fixed costs in wetter veats when
~thaere are more Lhan sufficient supplies 1o maet Metropolitan’s water manapemenl goals, while preserving ils
dry-year State Water Project Supply. -

. Metropolitan/CVIWD/Devert  Water Agency Exchange and Advance DRelivery Agreement,

Metropolitan has agreements with the CVWD and e Desert Walter Agency ("DWAT) i which
Metrapolitan exchanges its Colorado River water [or those agencies’ Slate Water Project contraciual waler
on an annual basis. Because CVWI anid DWA do net have a pliysical commection to the State Waler Project,
Menopelitan takes delivery of CVWDs and DWA’s State Water Project supplies and dalivers u lilke amount
of Colorade River water to the agencles. ln accordance with an advance delivery agreement executed by
Metropolila, CVWD and JYWA. Metropolitan has delivered Colorado River water in advance to thoss
_ agencies for storage in the Upper Coachella Valley groundwater busin,  Tn years when il iy ngesssary fo
awmnend avaitable suppliss 1o meet local demands, Metropolitan bas the option to mes the exchangs
delivery vbligation through drawdowns of the wlvanee delivery avcount, rather than deliver ita Colorado
River supply. Metropolifan’s current storage wceount under the CYWD/IW A program 1z showr in the table
“Melrapolitan’s Water Slorage Capacity and Water in Storage™ under fhe heading "loruge Capacity and
Water in Storage”  In addilion to the CYVWDVIYWA exchange sppresments, Metropolitn lus entered into
separite agreemants with CVWD and DWA for delivery of non-Blawe Water Project supplics acquired by
CYWD ar DWA. Similarty, Mctropolitan Lukes delivery of these supplics from State Water Projoct facilitios
and incurs an exchange obligation to CVWD or 1I3WA. Trom 2008 through 2016, Metropolilan has received
a net additional supply of 88,527 acre-feat of walcr acquired by CVWL and DWA,

Coloradn River Agueduel

. Metropoiitan has taken gleps to augment its share of Colorado River water through apresments wilh
other ageneies that have rights to uss such water, including through cooperalive programs with olher water
agencies 1o consetve and devilop supplies and through peograms to exchange water with other ngencies,

. These supplics ars conveyed lhrough the CRA. Melropolitan determines (he delivery schedule of these
suppiies throughout the year based on changes in the availability of State Waler Project and Colorado River
water. Under cortain of these programs, water may he deliverad to Metropolitan’s service area in the year
made available or in o subsequent year as ICS wuter fom Take Mead sturuge, Sec “—Colorado River
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Aqueduet — Colorada River Operations: Surplus and Shortage Guidelines — Tower Bagsin Shorage
Guidelines and Coovdinaled Manayrement Stratepies for Lake Powell and Leke Mead.™

D Metvapolitan Conservation Apreement. Under a 988 water conservation agresment, a8
amended in 2003 and 2007 (il #1988 Conservation Agresment™ between Wetropofitan and T,
Metropolitan provided funding Tor T 1o construel and operate a mumber of conssrvation projects that have
conserved up to 109460 acre-foe! ol waivt per yeat thal has been provided to Metropolitan. As amended, the
agresment’s initial term has hoen extended io al least 2041 or 270 days aller the temmination of the Q3A, In
2016, 105,000 acre-feet of conseryed waler was wade wvailable by 11 10 Metropoliban, Under the Q54 and
related agreements, Metropolitan, at the request of OV W12, [orgoes up Lo 20,000 aure-feel of this water each
yeur for diversion by CVWD. Tn 2013 and 2016, CVWIYs requests weee [or 6,715 and an estimaled 15,942
acre-feet, respectively, leaving 101,105 acre-faet in 2015 and an cstimated #9058 acre-Joct in 2016 for
Madropolilan, See “—Coloradd River Aquaduct — Quantitication Sottlerment Agreament,”

Pite Yerde Lund Menagement, Crop Rofation and Water Sagly Pragreass,  In August 2004,
Mutropolilan and the Pulo Verde lrrigation District (“PVID™) signed the program agresment Foe & Land
Managemenl, Crop Relation end Water Supply Program. Under this program, participating landovencrs in
the PVTL2 seevice area are cotnpensated for reducing water use by not irvigating a portion of their land. Thiz
program peovices up 10 133,000 acre-feet of water to be available to Metropolitan in certain vears. The term
of the program is 35 years, Fallowing began on Janusry 1, 2005, o March 2009, Metropolitan and PVID
entered into a supplemental Gallowing propran within PVID that provided for the fallowing of additional
acreage in 2009 and 200, Tn calendar years 2009 and 2010, an additional 24,100 acre-feet and 32,300 acre-
-tzet of water, respectively, wore saved and mads available 1w Melropolilan under the sopplemental program.
The following table shows ‘annual volumes of water aaved and made available w Metropolitan under the
Lind Management, me Rutatmn and Water Supply Proaram with BYITx

W !LT]:R AVAILABLE FROM FVTIY TAND MA“JAGF‘ WIENT,
CROL ROTATION AND WATER SUPPLY PROGE AR

Calendar Volume
o Year (acre-feet)
2006 145,000
2007 72,300
208 94.50hp
2009 144,301
2061407 148,600
261 122 210
A 73,00
2013 ITTA0
2004 ’ 43,074
205 U 4 R}
2016 125,000

Sopreer Medropelite

(1} Inelades water from the supplemental fallvwing program that peevided for fallowing of ndditimin! ackange irl 2009 axd 20H1,
2} Estimate.

Lake Mead Storage Program.  As described under “~Colorado River Aqueduel—Colorado River
Operations: Surplus and Shortage Cuidelines-Tower Basin Shortage Guidelines and  Coordinated
Management Strategies for Lake Powell and Lake Mead™ in December 2007, Metropolilan entered nto
agreameits to set forth the gnidelinea undar which ICS water is developed, and stared in and delivored Gom
Lake Mead. The amount of water stored in Lake Mead must be created through eatraordinary conservation,
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system etficiency, or wmbwary congorvalion methods, “Vlmmpolltan hag pacticipatad in ]Jrﬂ_]BLLb bir cresle 18
as described below:

‘Drop 2 (Wamren H, Brockd Reseryair, In May 2008, Metropolitan provided 828.7 million to juin Lhe
CAWCD and the SNWA-in Lmding the Burcau of Reclamation’s construction of an 8,000 acre-fow ofl-
streain regulaling reservoit near Drop 2 of the All-American Canal in Tmperial County (ofGeially named the
Warten H. Brock Reservolr), Conslrugtion was completed in October 2009 and the Bureaw of Boclawation
refunded approximately $3.71 million in unused contingency funds to Metropolitan., The Warren H. Brock
Reservolr vonserves about 70000 acre-foot of water per year by capturing and storing watet - hal waould
ptherwise be Lost fom the ayatem, Ta estarn for its funding, Metropolitan received 100,000 acre-Tfeel of water
Uil wag #lened in Take Mead for its figuie use, and has the ability to receive up o 25,000 aere-Teet of waler
i sy single vear, Bosides the additional water supply, the addition of e Warren H. Brock reszrvoir adds
ey the flexibility of Colarado River operations by storing underurifized Colorado River water orders caused
by uncxpeoted canal outages, changes in weather conditions, and hirh runofl inle the Coloradn River. As of
Tarmary 1, 2018, Metropalitan had taleen delivery of 43,992 aere-leetr of this waler, and had 56,008 acre-feet
remaining in storage.

Yuma Desalting Plant. In September 2009, Melropolilan ahorized participation with SNWA, the
Claloradn River Commission of Mevadsa, the CAWCD and the Bureay of Heelamation in the pilot operation
of ‘the Yuma Desalting Plant. ' The Bureau of Reclamation coucluded the pilot operation of the Yuma
Desalting Plant in March 2011, Metropolitan®s conimibution [or the Tunding agreement was approximately
$8.4 million, of which approsimately $1.1 million was relunded to Metropalitan, Metropelitan’s vield from
the pilot run of the project was 24,397 acre- -foct, Ag of JTanuary 1, 2016, that water was stored in Lale Mead
i’ﬂl" Metrcrpcrhhm & futute use, :

Mexico Pilui Projeci. [ MNovembor 2012, Metropolitan executed agresmeits in support of
“program to aussent Melropolilan®s Coloradn River supply from 2013 through 2017 through an inlernalional
el praject in Mexico, - Metropolilan®s total share of coats was 85 million for 47,504 acre-feel of project
supplics. In Dveember 2073, Metropaditan and D executad an agreement under which LD has paid hall ol
Metrupalitan’s program cogts, or $2.5 miltion, in return for half of the project supplies, or 23,750 aure-leel,
In addition, 23,750 acre-foet of conserved water will be credited to Metropolitan's binativtul 108 waler
geepunt ne Jater than December 31, 2017, See “—Celorado River Aqueduct — Celarade River Operations:
Surplus and Shortage Guidelines — Lower Basin Shortage Guidelines and Couordinaved Mutagement
Strategics for Lake Powell and Lakes Maad,”

Storage Capacily and Water in Storage

Meleopolitan®s storage capacity, which includes reservoirs, conjunctive use and olher groundwaler
slorage prosrams within Metropolitan's sarviee area and groundwater and surface storage accounts delivered
lhrough the Slac Water Projoct or CRA, is approximately 5.83 miliion acre-feet. In 2016, approsimaledy
626,000 aere-foet of stored water was emargency storage that was reserved for use in the evert of supply
intetiuptions from carthquakes or similar emargencies (see “METROPOLITAN'S WATER DELIVERY
SYSIEM—Scismic Considerations™ in thizs Appendix A), ss well as extended drought.  Metropolitua’s
emergeney slorage requirement is established periodically to provide a six-meonth water supply at 75 peroemt
of member agencics’ retail demand uader normal hydrologic conditions. Metropelitan’s ability Lo replenish
walsr sloruge, bodt in the local groundywater basins and in surface storage end bauking programs, has been
limited by Bay-1dclia pemping restrictions undar the biological opinlons issued for listed species. See "—
Endangered Spoecies Act and Other Trvirntimental Conaiderations — Endangered Species Act Considerations
— Sude Walct Project — Delta Smelt and Salmon Tederal ESAs Biological Opintons.”  Mewropolitan
replemishes ils glorage accounts when available imported supplies sxceed demands. Etfective storage
munagement & dependent on having sufficient vears of excess supplies to store water so that it can be used
during times of shortage. Historically., excess supplies have been available in about seven of every ten years.
Metropolilan Frecasts that, with anticipated supply reductions from the State Water Project due fo pumping
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restrictions, it will need to draw down on storage in abowr seven of fen yours and will be able o replenish
slorgge I about three vears out of ten. This reduction in available supplics extends the lime reguired for
slorgre to recover trom drawdowns and could ronuire Metropolilan Lo implement iz Waler Supply
Allocalion PMlun. doring extended dry periods.  See “CONSHRVATION AND WATER SHORTAGE
MEASURES--Waler Supply Allocation Plan.” As a result of increased State Warer Praject supplics and
redoeed demands fom 2010 10 2012, Detropelitan rebuilt its storage after several vears of withdrawals to
approgimaely 3,375 million acre-feet, including emergency storage. This was the highest end-of-year total
water reserves in Menopolilan®s history, In 2014, Metropoditan withdrew approximately 1.2 million acre-
- teet fram storage, reducing overall storape o approximately 1.8 million acre-fest. Approximately 300,000
acre-foet wore withdepwn from storuge reserves in 2013, leaving approximately 1.5 million scre-feet in
storags reserves as of Tanuary 1, 2016, Approximaely 330,000 acre-leet were relurned to storage reserves in
2014, providing for nearly 1.9 miflion aorc-Meef o tescrves a8 of Janovary 1, 2017, The {ollowing table shows
thres vears of Metrapolitan®s water in gorage a8 of Jamery 1, including emergency sioraps.

METROPOLITAN'S WATER STORACE CAPACITY AND WATER IN SFORAGL™
{in Aere-l'eat) '

Water in Water in Water in
. Storaye Storage Sterage Storage
Water Storage Hesouree Capacily Jaowary 1, 2007 Janwary 1, 2006 Jamwary 1, 245
Cadnradfn River 4 gdedacd .
Idgsaut £ 2% D Advance Delivery Aceoun BLOCE, Chiirh IR.000 2003, Ny 249,048
© Laks Mead ICS 1300 THHE T1.000 B0 (G ESL.0040
Snlrtotal 33K K IR 280, 1HH} 404,009
Stirke Water Profec
Arvin-Talisan Sioregs Prgran 330,004 104,004 124,004 L2, 000
Seinitonic Skirege Program 51,000 125,004 RRRIN 19,000
Reern Della Sloeuge Prog ratn 250,003 ] 00 THHF 113000 150,000
Fan Bernardine Valley wdWT
Cooedinated Cpemating Agresnen 50,6000 -1- - -
Bnjave Storape 'eopram 2440 0400 27400 FLAO00 30000
Castaie Lalke and Lake I'erriﬂm 219,000 | 54,0000 0 -0-
Metapalitan Asticls Si Caeeravarl 200, (00 214,000 34000 3,00
Crther State Water Project Carryoverd® na =] =(= ks
© Emarpeacy Hlofape 334 (0 228,000 A28 JAR
Subtoial 2,143,100 051 000 72,000 LIRS
I ichia ettt 5 Js'e'.r';.'f e Area
Tviamond Yallzy Lals 10,000 36y, D00 315,000 S AH)
" Lake Mathews 182, 133,000 141,000 THANM
Lake Skinncr A4, bkt 3T.000 KE L LI
Subtotal™ . 1 4136 {HH} T3K, 0 R 502,000
Member Agency Storage Programs
Cryoliz Storage ond Conjunative Lac 352,000 1 OTHR T 28 0016
Total 2431000 1395 i1} 1,549, L.543.000

Supere Werope i

{fhotmpiar on next poge)
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(1} Waler starape capaciny and wiler in stovage s messured based on cnginsering estimeces and are sibivel w changs.

(2} Tleaible storags allocled Lo Metropelitan wnder il State Water Comeas!. Withureawals must b vetined within § years.

(31 Arrisle 56 Casrpover «omige capacity is dependent on the ammal Slale Waler Meajoet allecalion, which warics from year e ¥ear,
Article 30 supplivs vepesent wator that is allacaed to 2 Stiy Waler Project conteachon i u given year and varrisd over to the
next vear purstiend do the Stats Waler Conniaer. Uhs Janvary |, 2017 value include: 12,041 acre=feet of Artivle 56 carizd over
by Mulropnlilan an belslf of Tieser! Water Agsney aud Coavhelln Valley Water THaliiel,

01 Imelodes Anicls 56 Caryovet linm prioe yoacs, non-praject carmpovel, and camypueer of curtailed deliveries pursuant 1t Arlivle

© o 14{R} e Meteopolitans Siute Water Contract,

(5. The Mojave Storags Progrant nareement s amended in 2011 to allus cumulative storage af up ta 390,000 qes-livl,

{5} Mieteopalitns Stale Waler Pioject carry peer crpacily rangss Sum. (DG Lo 00,00} aere-feet, o 2 sliding seale thal depends
1 the final Stz Water ['ecject allozation, A1 allocations of 5 pergers. o1 less, Metrepokilan miy stace 100000 svre=fesy, and at

. allocations of 75 percent ar groater, Muirapalitan may srome o L 200,H00 asa-foct, Tor the purposes of this Whle, the highcst
possible ameover copacigy 1s dizplayed,

(T Inclwdey 297 106 acre-frot of sowreency starage o Melopitan®s resereolns i 2013, 2016, and 2007,

CONSTRVATION AND WATER SHORTAGE MEASURKES

{eneral

The cenlral objective of Mewopalitan's water conservation prograin i¢ to help ensure adequate,
reliable and affordable water supplies for Southern California by actively promuoiing cfticient water usc, The
inportance of conservation to the region has increased in toeent years because of dronght condivions in the
Stare: Water Projee! watershed and court-ordered resirictions on Bay-Della pumping, as deseribed under
“METRODPOLITAN'S WATER SUPPLY--State Walcr Project — Bay-Della Proceedings Allecting Water
Supply” snd *“Findangered Specics Act and Other Euvironmental Considerations — Endungercd Specles Act
Consideralions — State Water. Project — Delta $malt and Salmon Federal ESAs Biologial Opinlons.”
- Conservalion reduces the need Lo import water io deliver o member sgencics through Meropalitan’s system.
Water conscrvation is at inicaral compenett of Metropelitm's - [RP, WSDM Plan and Water Supply
‘Alloeation Plan,

~ Moetropolitan’s conscryvation program has largely been developed to assist ils member agencies in
meeling the “bast managsment practices™ (*BMPs™) of the Califorpia Urhan Water Copservation Courwil s
Memotandum of Understanding Regarding Urban Water Conservation in California ("CLWCC MOU”) and
o meet the conservalion goals of the most recent TRP Updale,  See “METROPOLITAN'S WATER.
SULPLY-Integrated Water Resources Flan™  Under the terms of the CUWCC MOU and Metropolilan’s
Conservation Credils Program, Metropotitan administers regional conservation programs and also co-lunds
metber ageficy. congervation programs desipned to achieve greater water wse e[fisiency in resldenlial,

" eommercial, industrial, institutional and landseape uses,  Melropolitan uses its Wider Stewardship Rule,

which ir chargad fur every acre-toot of waler conveyed by Metropalitan, together wilh available grant funds,
to [und conservation incentives and ofher watsr managemenl programs. All users of Metropolitan™s systetn
bencfit from the syslom capacity made available by investments in demand mansgement programs like the
Congervation Credits Program. See “METROPOLITAN REVEN(II—Rate Struclute — Water Stewardship
Rate™ in this Appendix A, Direct spending by Metropolitun on active conservalion incentives, including
rebates for water-saving plumbing fixtures, appliances and equipiment, from fiscal year 1989-90 through
fiseal year 2013-16 was about $731 million, The 2015 IRP Update estimates that 1,197,000 acre-feel of
walpt will be conserved annually in soulhern California by 2025, Sce also “METROPOLITAN'S WATER
SUPET. Y-Integraled Water Resources Plat™ in this Appendix A and “~Drought Response Actions™ below,

 To.addition Lo angoing conservalion, Metropolitan has developed a WSDIM Plan, which splits
resource actions inte two major eategories: Surplus Actions and Shorlage Actions, See “—Walcer Surplus and
. Drought Managemen! Plan” Conservation and water efficiency programs are parl af Metropolitan’s
resoutce management strategy which makes wp these Surplus and Sharlage actions.






Mewopolitan®s Water Supply Allocation Plan allocaice Meopolitan’s water supplies amnong its
metiber gpencies, based on the principles contained in he WS1IM Plan, o reduce water use and drawdowns
Trotn walet storage reserves. See ““Water Supply Allocalion Plan,” Meiropolitan’s member agancies and
retail waler suppliers in Metropolitan's service area alao have the ahilily (o itoplemenl water conservation
and allocation programs, and seme of the retail supplisrs in Metropolitan's swtvice ares have initiated
conscivation mueasures.  The success of conservation msasurcs in conjunclion with the Water Supply
Allocation Plan is cvidenced a5 a contributing factor in the lower than budgersd waler sales during fzcal
vears 2000-10, 210-11, 200 1-12 und 2015-14,

Legislation approved in Novemnber 2009 sets a statewide conservation targed for urban per capita
water use of 20 percent teduclions by 2020 (with cradits for existing ecnscrvation) at the efail level,
praviding an additirnal catalysl for conservation by member avencies and retail sepplicrs. Metropolilan's
water sales prajections ineorporatc an cslimude of comservilion savings that will reduce retail demands,
Current projections include an calimaly of addilivmal waler use efficlency savings that would cesult G
local agencies reducing theie per capita water use in response to the 20 percent by 2020 conservation savings

- woals Tequirad by the 2009 legislation, as well as an catimale of additiona] conservation that would have to
oecut loreach Metropelitan's IRP goal of reducing overall regional pot capii waler use by 20 percent by
20240, D -

Water Surplus and Drouglit Mansgement Plan

It aeddition to the long-term plaming guideliucs and stralegy provided by its IRP, Metropolitan has
developed s WSDM Plan for the on-going management of is resources and water supphies in response to
hydrologic eondidions. The WSDM Plan, which was adoptad by Metropolitan’s Board in April 1999,
eviphved from Motropalitan’s experiences during the droughts of 1976-77 and 1987-92. The WSIIM Plan i 2
planning document that Weiropolilas uses 1o guide inter-year aud intra-vear storage operations, and splifs
resource actions into two major calegories: surplus aclions and shortage actions.  The surplos agtiong
emphasize storage of surplus waler ingide die region, followed by storage of surplus water oursfde the region,
The shortage actions emphasize eritical storige programs and lacifities and conservation programs that makc
up part of Metropolitan's response t shartages. Tmplemeniation of the plun is dirscted by a WSDM team,
made up of Metropelitan staff, that meets regalarly throughou! the vewr and more frequently berween

" November and April'as hydrologic conditions develop, Thz W81EM 1eatn develops and recommends storage
deliens lo senfor management on a regular hasis and provides updales 1w Lhe Board on hydrological
vondiions, slorsge levels and planned storage actiona through detailed reports,

Waier Supphy Allocation Plan

In times of prolonged or severs watar shortages, Metropolitan imanages iis waler supplies through the
implementation of ity Water Supply Allecation Plan. The Water Supply Allocation Plan was originally
approved by Metropolitan's Board in Tebruacy 2008, and has been implemented three times since its
adoption, including most recently in April 2015, The Water Supply Allocalion Plan provides a formula for
gguitable distribution of available water suppliss in case of extrame water shotlages within Metrupolitan's
service area. In December 2014, the Board approved certain adjvstments to the [ormuls lor catoulating
member spency supply aflocations during subsequent periods of implementation of the Water Supply
Allocation Plan. Although the Act gives each of Metropolitan’s member agoncics a preferential entitlement
“io purchase a porton of the water served by Metropalitan (sce “METROPOLITAN REVENUES-
Preferenlinl Riphts™), historically, these rights have not been usad in allocating Malropolilan's water.
Metropolitan’s member agencles and retail water suppliers in Metropolitan™s service ares also may
implement water consservation and allocation programs within their respective service lenitories in tmes of
shortage, &ee also “-Drought Response Actions.”

On Aprit 14, 2015, the Board declared a Water Supply Condition 3 and the implementation of the
Water Supply Allocation Plan at a Level 3 Regional Shorlage Lovel, eTective July 1, 2015 through Fune 30,
2016, Implementation of the Water Supply Allocation Plan at a T.ewel 3 Regionul Shotlare Level, and
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response to lhe Governar's Order and related implementing regulatons {(deseribed under “—Droupld
Response Aclions”), redueed supplies delivered by Meiropolitan to Metropolilan®s member agencies v
approximalely 1.6 million acre-teet in fiscal yeur 20135-16. See also "CONSERVATION AND WATER
SIORTACE MHEASUTRES—General.” Due lo improved hydrologic conditions, on May 19, 2006, e Board
rescinded Lhe Water Supply Allocation Plan, declared a Coadition 2 Waler Supply Alert, and decided nat to
implement e Water Supply Allocaticn Plan for fiscal year 2016-17. In April 2017, the Board will cvaluale
current walcr sapply cenditions and detenmine if implementation of Lhe Water Supply Allovalion Plan i3
needed for Rscal year 2017-18. In light of curient hydrologic conditioms and current DWER Siale Water
Project alloeation eafimates, implementation of the Water Supply Allocation Plan for fiscal }&mr 2017-18 Is
nai currend |y expacted,

Droughl Kesponse Actions

The mast recent droughl & 2012-2015 represents one of the dricat periods in Lhe hydrologic record
sinee 1931-1934, Tn calendur yeurs 20012-2015, to offser reduclions in State Water Project supplios and
miligate impacts of the Calilomia drowght, in addition to ulilizng the Timited available supplics from the
. Colorade River and State Walcr Project deliveries, Metropolitan met water demands in its service area by
supplemental water transfers and purchases, dnd drawing an storage reserves, wlhile alsa encouraging
responsible and efficient waler vse to lower demands.

As nated under “-Waler Supply Allocation Plan” sbove, actions taken in response to the drought by
the State, Metropolitan’s Bourd, and Metrepolitan member agencies have contributed 1 reduced demands in
- Metropolitan’s setvics arca. Following the declarstion by Governer Brown on January 17, 2014 of a droughl
gtate of emerpency for California, on April 1, 2015 Governor Brown issued an Exeentive Ordar (7 ‘Order™)
calling for a 25 porcent reduction in consumer waler vsc in response to the historically dry conditions. The
Govemnot’s Order was implemented tlrough cineraency reguladon adopled by the SWRCB. On May 18,
2016, the SWRCR adopted modificalions 1o the cmergency regulation which seplace the state-mandated
comservalion-largels with a supply-based approach that mandates urban waicr supplicrs talke actions 1w shsure
al leagl o three year supply of waler 10 their customers mnder droughl conditions.  As a wholesale water
agency providing a'supplemental watcr supply to its member agencies, Metropolitar is not subject 1o ihe
requirements of the Order, which applics 1o retail water agenicies. Howuver, water sales of Metropokitan®s
member agencies have declined ag a rusult of conservation elTurls and other actions talcen to comply with the
Ovder and implementing repuladon.  Tn addition, since Govemor Brown's initial droughl emergency
proclamation 1n January 2014, Metropolitan has worked proaclively with its member agencies to conscrve
walgr supplies (o its service arew and signiticantly expanded ils walct conservation and oulresch programs
and increased funding for conservation incentive programs, Sce “CONSERVATION AND WATER
SHORTAGE MEASURES-General.™ Tn calendar year 2016, Muirapnlitan returned approximately 350.000
acre-foet of water to storage and condined to encourage responsible and cfficient water use.

- REGIONAL WATLE, RESGURCES

© The watsr supply for Mewropalitan's scrvice area Is provided in part by Matropelitan and in pard by
non-Metropolitan sources available 1o members.  Approximately 60 percent of the water supply [or
Metropolitan's service arem is imporled water received by Metopolilan fom the CRA and the State Water
Project and by the City of Los Anpeles (the “City™) from the Los Angeles Aqueduet. While the Cily is one
of the largest water customers of Metvopalivan, it recaives a substantial ponion of its water from the Los
Angeles Aqueduet and local proundwater supply. The balance of waler within the region is produced
locally, primarily from groundwater supplies and ranott.

Mewopolitan®s member agencies are ot requirad to purchase or use any of the water available from
¥etropolitan. Some agencies depend on Melropolitan to supply nearly all of their water needs, regardless of
the wealher. Other agencies, with local sufaee roservpirs or aqueducts that caplure rain or snowfall, rely on
Metropolilan more jn diy years than in years with heavy rainfall, while others, with ampic groundwater

supplies, purchase Metropolitan water only W supplement local supplies and 1o rechavge proundwater basins.
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The demand for supplemental supplics provided by Metropolitan is dependent on water use at the retail
consumer level and the amount of locally supplied and conserved water, See "CONSERVATION AND
WATER SHORTAGE MEASURES™ in this Appendix A and “-Local Waler Supplies™ below. Consumer
demand and locally supplied water vary from year 1o year, resulling in variability in water sales. Future
reliance on Metropolitan supplies will depend on, among other things, local projects and the amount of
water, il any, that may be derived from sources other than Metropolitan.  In recent vears, supplies and
demands have been alTected by drought, water use restrictions, economic conditions, weather conditions and
environmental  laws, regulations and judicial decisions. as described in this Appendix A under
SMETROPOLITAN'S WATER SUPPLY.” Tor information on Metropalitan’s water sales revenues, see
*METROPOLITAN REVENUES” and “MANAGEMENT'S DISCUSSION OF HISTORICAL AND
PROJECTED REVENUES AND EXPENSES™ in this Appendix A.

The fallowing graph shows a summary of the regional sources of water supply for the years 1976 to
2015, Local supplies available within Metropalitan’s service area are augmented by water imported by the

City through the Los Angeles Aqueduct and Metropolitan supplies provided through the CRA and Stale
Water I'roject.

Sources of Water Supply in the
Metropolitan Service Area
(1976-2015)

‘ BlLocal Supplies DLAA DCRA mSWP

Millions of Acre-Feet

Calendar Year

Setwece: Metropalitan.
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The major sources of water available 1o some or afl of Mciropolitan®'s member agencics in addition
to supplies provided by Metropolitan are describad below.

Los Angeles Aquednet

_ . The City. frough its Deparlmen] of Water and Power (“LADWP™), operales Tts Los Anpreles
Aqueduct syslem to import water from the Owens Valley aid the Mono Basin on W castern slopes of e

- Sierra Nevada in eastern Califortia, - Prior to the 1990-1991 drought, the City bad imported an average of
44) 108) acre-fest pf water mmoally Tom the combined Owens Valley/Mono Bagin system, of which abow

- 80,000 gere-faet came from. the. Mono Basin. Undear the Mono T.ake Basin Waier Right Decislon { Drecision
16310 fssuad in September 1994, which revised LADWE's water rights licenses in the Mono Basin, the City
is limited to export 4,500 acte-loet aumally when Mono Take clevation is belwean 6,377 to 6,381 Lisel abwove
mean sea level, and 16,004 acre-feet annuatly when the clevation iz between 6,380 to 6,391 el wbove mean
sew level, on April 1 of the runeff year. On April 1, 2016, the water level af Mano Lake was 6,378.1 fect
absave mean sea level, Therefore, Mono Basin waler exports for runolf year 201 6 were limited Lo 4,500 acre-
feet, The 4,500 acre-foot export Timit will renain und] the water level in Mono Lake reaches 6,380 feat
ahove mean sea level, Once the elevation of Mono Lake reaches 6,391 feet nbove mean sea level, a
moderate incteuse it water cxports from the Mono Basin above the 16,000 acre-feet limit will he perimitted
pursuant to Decision 1631, :

_ Pursuant to the City's turnout agreement with DWER, AVEK and Metropolitan, LADWE commenced
canstruction in 2010 of the wenout facilities along the California Agueduct within AVEK's service area.
Tpon compledion, which is expected in 2017, the menout will enable delivery of waler from the Califoraia
Aqueduet 1 (he T.os Angeles Aqueduci, Conditions precedent 1o such delivery of waler include obtaining

- agreemenls Tor the transfer of non-Slate Water Project water divectly from farmers, water districts or others
in Northern and Cantral Califurrds, available capacity in the California Aqueduct and compliance with State
Waler Project water qualily tequirsments. The agreemend allovws for use of the lurnoat for delivery of nun-
Shde Water Project water to the City in amounts not Lo cxeeed the supplies lost te the City as a resull of ils
Eastern Slorra envirommental obligations.

~ Historically, the Los Angeles Aqueduct and local groundwater supplies have been nearly sufficien
to meel the City's waler detnands during nonpal waler supply years. As a resull, prior to the 1990-1981
drought, only about 13 petcent of the City’s water necds {approximately 82,000 acre-{zat) wers supplied by
Melropaolitan. From tiscal vear 2000-01 to fiscal year 2015-16, approximately 37 e 75 pereent of the Cily™9
{ula) water requirements were met by Metropolitan. For the five fiscal years ended Tone 30, 2016, the Cily"s
waler deliveries fiom Melrapolitan averaged approximately 348,680 acre-fect per year, which constluted
approximately 64 percent of the City’s total waler supply. Deliveries Fom Metropalitan to the Cily dutbig
ity period varied between approximately 166,000 acre-fect per year and approximately 442,000 acre-lfeel por
year. See “METROPOLITAN ROVENUESPrincipal Customers™ in this Appendix A, According 1o
LATIWE's 2015 Urban Water Management Dlan, tie Clity is planning ta incresse lncallv-daveloped supplics
fncluding recveled waler, nevy conscrvation, stonnwaler capture and local groutkbwater from the average for
lhe five-year period ending June 30, 2015 of 14 percenl. to 47 percent of ils normal year supplies by fiscal
year 2035-40, Accotdingly, the City’s reliance on Metropolitan supplies Is expocted to decrease from ihe
[y vear average ending June 30, 2016 of 64 petcent to 11 percent of its nonmal year supplies by fiscal year
2039-40, TTowever, the Cily may still purchase up lo 31 1,000 acre-feet per year or 44 pereent of its dry yeut
supplics from Metropolilan until 2040, This cotresponds to an inctease frosn normal to dry years ol
approximately 237,000 acre-fect in potential demand for supplies from Meltropolitan,

© T.ADWP analyzed thie additional impaets to the T4 Angeles Aqueduct’s waler sapply deliveries for

" yvarious environmental projects aiined ar improving air quality and fish end riparian habitat in the Owens

Villey, TnNovember 2014, LADWP reached an agreemen over implementation of dusl control measures on
Chwens Take which saved approximately 12,000 to 14,000 acre-feet of water in 2015 and iz expected to
expundd water savings in the fuure, TATDWP reports thal in 2016, 71,400 acre-feet of waicr was devoted to
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dust and environtnental mitigation projects in the Owens Valley and Tlastern Sicrra, resuliing in the need Lo
parchiage an couivalenl smoumt of Metropolitan supply.

Laeal Wailer Suppliey

Lacal water supplics are made up of groundwater, groundwater recovery, surface runoff, recyeled
water, and scawaler desalinalivn.  Mewropolitan supports local resources development through its T.ocal
Resources. Program {*TRF"), which provides [nencisl incentives up to $340 per acre-foot of water
production  from  Ioeal wwaler recyeling, groundwater recovery and seawater desalination  projoets,
Metmpnlitah utilizes canjunctive use of groundwaler o encoutage storage in proundwater basins, Member
apencies and other local ageneies have also independenuly funded and developed additional local suppliss,
meluding groundwater clean-up, reeveled water and desalination af brackish or bigel sall conlent water.

Metrapelitan's water sales peajeclions are based it purl on projectioms of locally-supplied warer,
- Projections of future Iocal supplics are based on estimated yields Grotm soureus sty projeets thal are currently
produeing water or ars under eonatruction at the time & watsr 2ales projocdion is made, Additional reduclions
in Medropolitan s water sales projections are mads to account fer Tt logal supply angmentalion projects,
bagsed on the IRP Updae goals. See “RMANAGEMENT'S DISCTSSION QT HISTORTCAT. AND
PROJECTED EEVENUES AWD EXPENSES-Warer Sales Projections”™ and “WMETHOPOQTITAN'S
WATER ST_.‘]-‘PI:Y-—lnLEgIaLr:_d Water Rescurces Plan®™ in this Appendix A.

Groandwater. Demands for about 1.33 million acre-feet per vear, about one third of the annual
. water demands For approsimately 188 million residents of MMetropolitan’s service area, are met fram
groundwater production. Local groundwuter supplies ure supported by recyeled water, which is blended with
iinported water and recharged o grovndwaler basing, and also used for creating seawater barriers that
protect coastal equifers from seawater inltusion.

Mewber Agency Storage Prageams. Molropolilan has doveloped & number of local programs to
work with its mamber agencics o increase storage in groundwatet basins, Metropolitan hus encouraged
storage through itz cyclic and conjunctive use starage peograms,  These programs allow Meropolitan ta
deliver water info a groundwater basin in advance of ageney demands. Metropoelitag has drwwe on dry-vear
. supply from cyclic stolage accounts and nine contractual conjunetive use storage progranss 10 sdiress
shortages from the State Water Project and the CRA.

Cywclic storage agresments altow pre-delivery of imported water Tor rechargs fido groundwiler basins
in excess of an agency’s planned and bodgetad deliveries making hest use of available capacity in
conveyance pipelines, use of storm channels for delivery to spreading bazina, and spreading basing, This
waler iy Lhen purchased at a later timea when the agency has a need for groundssatar veplenishment deliverizy,

. Conjunctive use agreements provide for storage of imported water that can be called [or use by
Metropolitan during dry. drought, or emergency conditions. Dwring a dry perfod, Melropolitan has the
option 18 call water stored in the groundwater basins pursuant to it2 contraciual eonjlunelive e apreemenls.
At the time of the call, the member agency pays Metropolitan the prevailing rate for that watsr, Nine
conjunctive use projects provide about 210,000 acre-feet of growndwater storaga and have a cotmbined
extraction capacity of about 70,000 acre-teet per year. As of January 2017, the balance in the nine accounts
was approximately 1,000 acre-feet. 3ee table “Metrapelitan’s Water Storags Capacity and Water in Storage”
under “METROPOLITAN'S WATER SUPPLY—Storage Capacity and Water in Storage™ in this Appendis
Al

. Recovered Groundwater. Conamination of groundwater suppliss is a growing threat to local
groundwatsr praoduction. hietropolitan has been supporting inereazed groundwater production and mpioved
regional sapply relisbility by offaring financial incentives to agencies for production and frealtiient of
degraded groundwater since |99 Metropolitan has executed agreements with local agencics (o provide
financial incentives to 25 projects that recover contaminated groundwater with total contract vields of sbout
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118,000 acra-feet per vesr. Duting fzeal year 2015-16, Melropoliian provided incentives for approximately
49.000 acre-feet of recovered waler under these agresments. Tolal groundwater recovery use under executed
agreements is expecled W grow (o 79000 acra-faet in 2020,

Surfuace Runoff, Local sueface water resowces consist of vmoff capturéd in storage reseivolrs and
divorsions from streams. Since 198, agencies have used an uversge of 116,000 acre-feel per calendar year of
local surface waler., | oca)l muwface water supplies are heavily influenced by yeur Lo year local weather
conditions, vurving ﬁ{Jm a high nf 184, 000 acre-feet in calendar yoar 1998 to a low of 65,000 ncre-foet in

- calendar wear 2803, : :

Re.:;]!c.*ea‘ Water. Wetropolitan has suppbried roeycled water use Lo ollsel water demands and
improve regiomal supply reliability by offering financial incentives to agencies Lor praduction and sales of
recycled waler sice 1982, Metropolitan Las executed agroements with local agenvies w provide financial
incemtives 1o #7 reoveled water projects with loful contract vields of aboul 323,000 acre-feet per vear.
During fiseal vear 2015-16, Metropolitan provided incentives for approximately 179,000 acre-feet of
reclaimed wator under these agreements. Total recyiled water use under execuled agreements is expected to
be approximately 193,000 acre-feet by 2020,

Seawater Desalination. Metropolitan's TRP includes seawater desalination as a pait of the region’s
lgeal supply that could help increase supply reliability in Metropolitan's service area. The [RP also suppotly
fuundalional actions to lay the groundwotk [or accelerating seawater deyalination dévelopment as nesded in
e fyure. To encourage local development, Metropolitan has signed Scawater Desalination Progratn
(STIP*Y incentive agresmenls with thiree of its member agencies: Long Beach, Municipal Water District of
Orange County ("MWDOC™), and West Basin Municipal Waler [Mstrict. The SDP agreements provide
incentives to the member wgeneies of up to $250 per acre-foot when the desalinated supplies are produged.
Agroement terms ure for the carlier of 25 vears of through 2040 and are desipmed te phasc out if

" Watrapolitan’s Tales sirpasa the unit cost of ;Jrodm.in" dusalinaed seawatar, SDI agreements are subject to
finat approval by Metropolitan’s Board after review of lhe complete project description and environmental
documenlaion, These projects are currently in the development phase and collectively, if completed, are

anticipated W praduce up to 46,000 acte-teel amuully. Hach agreement automatically terminates in 2020 if

the ralated projeet is not operational by that time, In October 2074, seawaler df::bdlllldht‘m projects became
eligible Iur fuudn'lg under Metropolitan’s Local Resourées Program.

In lale 2015, Poscidon Resources LLC (“Poseidon™) cnmplcted and began operiting the 56 000 acre-
* foot capaciyy Cartshad Desalination Project (“Carlsbad Projeet”) and associated pipeline, The SDEWA has 2
purchise agreemaent with Poseidon for a minimutn of 48,000 acre-feat per year with an oplion w parchase an
_additional £.000 acee-foct per year, Other seawawer desalinafion projects that could provide supplics to
Metropolitan's servico area are under development or consideration. Tn partnership with the Orange County
Water Disleicl, Poscidon is alse developing 4 56,000 acre-teet per ¥ear plant i Hunlington Reach which is
currentfy in thz permiting phase. SDCWA is alse studéing the potential tor a seawaler desalination plant in
Camp Penidicton which would initially produce up 1o 36,000 acre-feet per year and polentially up to 168.000
dere-teel por voar with a phased build out. Calleguas Municipal Water District is sludying the potential tor a
20,000 o 80000 acre-test per year ]JI’UjE\,i. in Ventwa County, Otay Water Distiicd, located in San Tdego
County along the Mexico border, is considering the feasibility of purchasing water Gosn 2 scawater
desalination praject in Rosarito Beach, Mexico. “Llie 56,000 to 112,000 acre-feet per year project is in the
pre-construcion phass, and could also supply Melropolitan’s service area through exchange agreements.
Approvals from a muriber of TS, and Mexican [ederal agencies, along with State and local appmvﬂls, would

be needed [or the erozs-horder project to proceed.
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METROPOLITAN'S WATER DELIVERY 5YSTEM

Primary Facilities and Beifod of Delivery

Weatropalitan™s waler delivery syslam iy made op of three basic components: the CRA, the California
Aqueduct of the State Water Project and Metropalilan's inetbal water distribuiion svstem. Metropolitan®s
delivery system is integrated and designed (o weal The differing needs of iy member deencies. Metropolitan
seeky redundancy in its delivery svrtem to assurs relability in Uwe ovenl of an osluge. [mprovements are
desipned to increase the flexibility of the svalem, Sinee local sources of waler ure pzenerally used to their
maximum each year, growth in the demand for water is partially mei by Motropoliisn,  Accordingly, the
gperalion of Mewropolilan's water system fs being mads more reliahle through the rehabiliialion of key
Facilifics as needed, improved preventive maintenance programs and the upgrading of Malropalilan’s
operational comirol systems. See *CAPITAL INVESTMENT PLAN™ in this Appendis A.

_ Colorgde River Agueduct. Work on the CRA commenced in 1933 and watar deliverdiss glaried in
1941, Addilional Gacililies wete completad by 1961 to meet additional requirefnents: of Metropalian's
. metiber ageneios, The CRA is 242 miles long, starting at the Lake 1Tavazu intake and ending at the ).ake
. Mathews terminal rescrvolr,  Malropolilan cwny all of the componeats of the CRA, which include five
.- pumping plants, 64 milcs, of canal, 92 miles of tiumels, 55 milss of conerete conduits and 144 underground
siphons totaling, 29 miles in lengih, The pumping plants iR the water approximately 1,617 feet over several
mountain ranges to Metropolitan's sorvice area. See “METROPOLITAN'S WATER SUPPLY—Colorado
River Aqueduct” in this Appendix A. '

State Wuter Project. The initial portion: of the Slale Waler Project serving Metropolitan were
~gompleted in 1973, The Stats Water Project, managed and opevated by 17WR, 1s one of the largest water
supply projects undertaleen in the history of water developmant, The Stace Water Project Facililies dedicated
to water delivery consist of a complex system of dama, reservalrs, power planty, pumping plants, canals and
agueducts 10 deliver warer, Water from rainfall and snowmelt runoff is captared and stored in Stale Waler
Project conservalion facilities and then delivered fhrough State Water Project transportation Tacilities Lo
water agencies and- disiricls focaed throvghout the Upper Feather River, Bay Area, Central Valley, Central
roaat, and Sowhern Calilais, Metropolitn receives water from the State Water Project through the main
stem of the aqueduet syslon, the Calilormia Aqueduct, which is 444 miles long and includes 38| miles of
canals and siphoss, 49 miles o pipelites or tunnels and 13 miles of chinnels and resarvoirs.

Ag doseribed herin, Melropolilin is the lurgest (in tenns of mumber of people it serves, share of
Ntare Warer Projeet watet i1 has conlracled to receive, and percentage of total annval payments made to
DWH tharefor) of teeniy-nine apeteics and disiiels dha have entered into contracts with DWR to receive a
waler arditlemeund Tran the $1ale Waler Project. Conlractors pay all costs of the facilities in -axchangb for
parlicipation rights in the sysicm, Thus, Conraclors alse have lbe right Lo use the portion of the State Water
Prajeet canveyance sysiem nacessary fo deliver waler 10 them al no addigonal cost as long as capacity exists,
See “METROPOLTTAN'S WA TER RUPPLY—%late Waler Project™ in this Appendix A,

nternal Distribution System. Melropolitan’s iI'lEEI‘ﬂEﬂ water distribution svstem  includes
cotaponents that were built beginning in the 19305 and {hrough the present. Metropelitan owns all of these
“components, including 14 darms amd reservons, live repional treatment plants, over 800 miles of transmission
pipelines, feeders and canals. and 18 hydroelectric planks with ah argrepzate capacity of 131 megawatts.

IMumosrd Veffey Lofe, Diamond Valley Lake, a man-made reservoir, buik, owned and operated by
Metropolitan, 15 located southwesl of the city of Hemet, California. 1t covers approximately 4,410 acres and
 hag capacily to hold approxitaiely 810,000 acre-Feer or 265 billion pallons of water, Diamond Valley Lalke
was comslrucled [ serve approximutely 90 percent of Mutropolitan®s service area by gravity flow, Tmported
“water 1s delivered o [Mamond Valley Lake during surplus perdods.  The reserveir provides maore reliabla
defivery ol imporled waler Dom lhe Sale Waler Project and the CRA during susimer months, droughts and
emergencies, [0 addilion, Dismond YValley Lake is capable of providing more than ons-third of Southein

A-36






California™s water noeds from storage for approximately six months afier 4 major carthquale {assuming that
there has haen no impairment of Metropalivan®s internal distribution nelwork), See the table “Melropolitan’s
Walet Slarage Capacity and Waler in Silorage” under “METROPOLITAN'S WATER SUPPI ¥-Sworage
Capatily and Water in Storage” in (hix Appendix A for the amownt of water in storage al Diamond Valley
Lake. xcavation at the project site hegan in May 1993, Diamend Valley Lake was completed in March
2000, at a total cost of $2 billiun, md was in full operation in December 2001,

Fifaid Feeder, Metropolitan's [nlang Feeder is a 44-mile-long conveyance system Lhat connocts the
Yiale Water Project to Dismond. Valley Uake and fhe CRA. The nland Feader provides mrealer flexibility in
managing Metropolitan’s mujor walcr supplies and allows gredicr amounts of State Walet Project water to be
accepted during wet seusons [or siorage in Diamond Valley Lake. Tn addition, the nland Feeder increases
the eonveyance capacily from tha Tast Branch of the Slale Water Project by 10U cubie feet per second,
allowing the Bast Braach (o operale up to its full capacity, Congtruction of the Ialand Feeder was completed
in September 2009 4l a folal eost of §1.14 billion, ' '

Operittions Controf Ceafer. Metropolitan’s waler convevance and diswibuiion system operations
are coordinated [rom the Operations Coatrol Center (“OCC™) located in the Eaihe Rock area of Los Angeles.
The OCC plans. balances and schedules daily waler and power operations lo meet member agencies’
demands, taking into cansiderdtion the operatdonal litmits of the entire system.

‘Wﬁtﬂr Trextment

Metropolitat filters and disinfects water at five water treatment planis: the T.E. Weymnouth
Treatment Pla, the Joseph Jénsen Trealmenl Plant, the TTerwy 1. Mlls Treatment Plant, the Roberl B.
Diemer Tteaitnent Plant, and the Robert A, Skinncr Treatment Plant. i regent years, the plants {y picatly
treat between 0.8 billion and 1.0 billion gallons of water per day, and have 8 maximem capacity of
approaimaely 2.6 billion gallons per day. Approximately SEI pereent of Metropolitan’s watet deliveries are

" lreaicd water, .

Federal and state regulatory agencics continually monitor wmd establish now water quality standards,
New waker guality standards eould alfeet availability of water and imposs signiticant complinnee ¢osts ol
Melropolitan. The federal Safe Drinking Water Act (“SDWA™} esiablishes drinking water qualily standards,
monitoring, and public notification and enforcement requirements Tor public water systems.  To achicve
these objcetives, the UBEPA, w the lead regulatory authorify, promulgates national dritking water
regulations and develops the mechanism fow individual states Lo sssume primary enforcament responsihiktiss.
The SWRCE Division of Drioking Watsr (“DDW™), [ormetly the Drinking Water Program under the
Cafifornia Department ol Public Health (“CDPLL™), has primary responaibility for the regulation of public
witler supply systenis in the Nusle, Dvinking water delivered 1o suslomers must canply with slatulory and
regulatory water qualily standards designed to protect public heahl and safety that ave now- whninistered hy
MW, Metropolitan operales its Gve water rreatiment plants under 4 domestic water supply pennit izsued by
DLW which is amended, a5 negzzsary, such as when significund facilivy moditications oceur. Medropalitan
gperates and  mainlaing waler siorage, treamment and conveyance faciliies, implemwenls watorshed
management and protection activities, performs inspeclions, monitors drinking water qualily, and submits
monthly and annual compliance reports.  In addition, public water system discharges 1o slate and federal
waters are reoulated wnder peneral Wational Pollutant Discharge Elimination Systam ("NPDES™) pormits.
The SWRCD issued these NPLFES permits to Metropolitan which contain numerical effluent limilations,
monitaring, reporting, and notification requirements for wiler discharges from the facilities and pipelines of
Metrapolitan’s water supply aud distribution sy stem.

“Metropolitan continuatly monitors new water quality luws and regulations and frequently commenls
ot new legislative proposals and regulatory miles. Metropolitan is curenily operating in complisnce with all
stule and federal drinking watet regulations and permit requirements,






Scismic Consideratinns

General,  Although the mymilvde of damages resulting from a significant seismic event geo
impossible to predict, Meteopolitan's walser conveyance and distribution facilitias are designed either 1o
willistand a maximum probable scismic cvenl o {o minimize the potential repair tine in the event of
domage. The five pumping p]'ant% an the CRA have been bunressed Lo better withstand seismic events,
Mher components of the CRA are monitored for any necessuty rehabililadon and repair.  Metopolitan
pursommel and independent consultants periadically recvaluake the imwrnul waler distibulion svstem’s
- yulnerabililty to earthquakes. As facilities ace evaluared and idemifed [or seismic relrofitling, they are
privaitizad, wilh those facilitizs necessary for delivering or treating water scheduled for upgrade before non-
critical Mactlivdes. However, major portions of the California Aquednct and the CRA are located newr major
carthqualee Faults, including he San Andreas Fault. A significant earthquake eould damage struefures and
interrgpl the supply of waler, adversely affecting Metropolitan®s reveruea and itz ability 1o pay i
whiigations. Therelore, cinergeney supplies are stored for use throughout Metropolitan®s service arca, and g
six-tnonth reserve supply of walct nommally Leld in local storage (including sinargency storage in Diamand
Valley Lake) provides reasonable assutbee of conlinuing water supplies dwing and after such events
{assuming thers has been ne impaittgenl ol Melopolitan®s internal distributicn netwiorl),

Metropolitan. has an ongoing surveillance propram that monitors the safety and structural
performance of its 14 dams and veservoies, Opcraing persommel perform regular inspections that include
- monitoring and analyzing seepage flows and pressures,  Engineers responsible for dam safety review the
inspection data and monitor the horizontal and vertical movements for each dum, Mujor on-sile inspections
are performed at least twice each wear. Instruments that transmit scismic acceleradon fitne hislories for
analysis wny litse a dam is subjected to strong motion during an earthquake are locaicd al a number of
selecled siles, '

I addivion, Metropolitan has developad an emergancy plan that callz for specific levelz of wesponse
~approprigle W an earthyuake’s magnitude and location. Tneluded in thiz plan are various communication
wols, as well a8 a sivuctured plan of management that varies with the severity of the event. Pre-designared
pefsonmel Follow degiled stepy Jor Geld Facility inspection and distribution system patrol.  Approximately 40
employeed are designated fo rospond Gmmedialely under certain identitiable seismic events. An energency
operations center is maintained ar the OCC,  The OCC, which is specifically designed to be earthquake
resistant, containg communication cquipment, including o radio transmitter, microwave capability and a
response ling linking Metropolitan with its metber dguncies, l]WR, otler ubilities and the State’s Office of
Cmergency Services. :

Metrapolitan also maintains machine, [abtication amd cowsting shops at it facifity in La Yerne,
Califarnia. Several construction projects have been compleled W upgrade and expand these shops. A total of
nearly $44 million has been invested to cnbanes Meropolitans capacily not only o provide fabrication and
coating services Fow planncd sehabilitation wioels, muinlensoce wetivilies, ad capital projects, but alse to
pertorm emergency fabrication suppoet to Metrapolilan and ils momber agencies. Meltopolitan bas also
maintaingd reimbursable agreements with TYWH 10 perfrm tnachining, fabrication, and couting services for
critical repair and rehabilitation of State Warer Praject Facititios. These agreements have enbmcéd timely
© and cost-effactive emergeney response capabilitizs, Materials (o fabricaie pipe and other uppurtenant fitings
are kept in inventory at the La Vemne site: Tn the event af carthquake damage, Melropolitan has taken
measures to provide the design and fabrication capacity to fabricate pips and relaled ilings. Metropelitan is
also staffed to perform emergency repairs and has pre-qualified contraciors Tor emergeney repalr needs at
various lacations thioughout Metropalitan®s service arca

 State Water Project Faclifties- Caltfornia Agueduct, The Calilornin Agueduct crosses all major
fanits either by canal at grouad Teyel or by pipeline at very shallow depihs lo. euse repair in case of damage
from movement along a Tault, Slate Water Project [acilities are desipmed o withstand major earthqualzes
along a local fault o magnitude 8.1 carthouakes along the San Andreas Faull without major damage. Dams,
for cxample, are designed to accommadate movement alomg 1heir ondadots and o resist earthquaks forces
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on their embankments, Earthquake loads have been waken inio consideration in the desipa of project
sieuctures such as pumping and power plants. The location of check strucdores on e cunal allows for
bydraulic solation of the Tavlt-crossing repair.,

While (he dams, canals, pump stations and other eonstructed Stare Water Project facilivics have been
desipmed 1o withsland earthquake forces, the eritical supply of water from Notthent California must lraverse
ibe Bay-Lcha (hrough hundreds of miles of varving Tevels of engineared levees that are suseeptible 1o major
Lailures due w flood and seismic risk. In the event of a failure of the Bay-13ela lovoes, (e gealily of Lhe
Bay-1d:la’s walet could be severely compromised as salt wator comes in from the San Francisco Bay.
Madropolitan®s supply of Stale Water Project water would be adversely impacted if pumps that mave Bay-
- Delea water soudlvivaed tohe Cenirnl Vallay and Southern California are shiut doswa to contain the sall water
intrugion.  Motropelitan calimates - thal siored waler supplies, CRA supplies and local water resowrces that
wolld bé available in case of g ledvee breach or other interruption in State Wnter Project supplies would meet
damands in Metropalitan’s service atea {or approximately twelve months.  See “METROPOLITAN'S
WATTR SUPPLY-5trage Capacily and Water in Storage™ in this Appendix A. Since the State and fedzral

" governmients comtrol the Bay-Della levoes, vepair of any leves ldllurﬂ:- would be the responsibility of and
controlted by the State and fadeval governments,

Matmpnlitan, in cooparation with e Siale Waler Contractors, developed recommendations to DWR
tor emergency preparedness meagures 10 il continuily in export water supplies and water quality
during emergency events. These measures nelude improvements to emergency conshuction materials
stockpiles in the Bay-Delta, improved emcrgeney conracling capabiliies, siratepic levee hmprovements and
wther sttuctural medsures of importance fo Bay-Delta wator exporl inderedls, including development of an
eimergency freshwaler pathway to' export facilities in & severe carthgquake, 1YWR uiilixed $12 million in Hscal
vear' 2007-08 for initial stockpiling of rock for emargency lever vepairs and developmenl of Bay -Delta Tand
and mavine loading favilities and has identified future funding for expanded stockpilés,

Sterte Wirter Prﬂjm::r—Perrriv'ﬂum Perris Dam forms T.ake Perris, the southommost ermingl reservoir
“foor the State Walsr Projeel in Riverside Courty, with maximum capacity of appraximarcly 130,000 acre-leel
of waler. Mclropolilan uses waler fTom Lake Perris for delivery to customers in Riverside and San Disgo
eountiss: Daelivetics Goi Lhe luke are used as a rédundant source for the Mills Water Treatmieni Plane,
drought supply [fom a flexible slovaze account, and tor consumptive use by Metropolitan's customers, DWER
eeported in Tely HM5 thal seistic sludies ndicate that DWR's Perriz Dam facility could susiain damapge
from maodderate carthgnakes alonge e Sun Jacinto or San Andreas faults due to potontial weakecsses in the
dam’s foundation. Tn late 2005, 15WE. lowered the waler level in the reseevoir by about 23 foet and reduced
-the amount of water stored in dhe reserveir lo abour 73,000 acre-teet as DWR evaluated alternatives [or
fepair of the dam. Tn December 2006, DWR complated a study identifving vafous repaiv options. began
additional genlogic exploratien alomy the buse of Perris Dam and started preliminary design, DWRs
preferred aliernative is o repair the dim Lo restore the reservolr to itz historical level, On Navember 13,
2011, DWT certified the final IR and filed & Nolive of Determination stating its intant to procced with the
preferred alternative. TIWH stimates that repalrs will cost approximately $141 million to be complewed in
mid-2017. Under the original allocation of joint costs for this facility, the State would have paid
approximately six percent of the repuir costy, However, because of the recreational benefit thiz facility
provides ta the public, the Legislalure his approved a recommmendation from DWR that the State assume 32.2
percent of thase repair costs, The remaining 67.8 percent of repairs costs will be paid for by the three
agencies that use the water stored in Lake Pemis:  Metropolitan (42.9 percent), DWA (3.0 porcent) and
- CVWD (21.9 peresnt).  DWER rocovers the cosl of repairs through its anmual staterment of charges seal o
sach agency. See “METROPOLITAN EXPENSES-State Water Contract Obligations™ in this Appendix A.

Secuily Messures

Melropolinm cunduets ground and air patrols of the CRA and monilodng and festing at all trearment
ptants and along the CRA, Similarly, DWR has in place security measures reasonably desipned to protect
erifical Tagitilies of 1he Stale Water Project, including both ground and air paeols of Lhe Siate Water Project.
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Although Melropolilun has constructed redundant systems and other safeguards to cnsure its ability
to continually deliver waicr 1o ils cugloners, and DPWER has made similar efforts, 2 tereorist attacle or other
secLity Lreach against wwater Tacilitias eould inalerially impair Mewopolitan’s Elb]]]‘t‘i. to deliver water to its
customers, its opar atmnq and revenues gnd 169 ability Lo 1:m,} ity wbligaions,

CAPITAL INVESTMENT PEAN

General Deseriplion

Metropalitan®s cuwerent Capital Mvestinent Plun (the “Capital Livestment Plan” or “CIP"} involves
expansion and rehabilitation of cxisting fagilitios and sonslrowdon of new facilities to meet future water
demands, ensure systém reliability as well as enhance oporstional elficiency and Aexibilily, wad comply with
water guality regulations. Metropelitan®s CTP iz regularly soviewed amd updated. Melropoliim's bienniaf
budget process includes a review of the projected bong-torm capital needs and the development of 4 capital
‘expenditure forecast for the ten-vear financial forecast, as well as the idewiBeaion of the capilal priotiliey of
Melropelilan over the bienpial budget tarm. Tmplementation and eonstrizction of apccific clonenis of the
progrm are subject to Board approval, and the amount and timing of horrowings will depend upon, amung
other [aclors, stalus of consituction activily and water demands within hMetropolitan’a zervice area. Fram
time 10 time, projects thul bave been undertaken are delayed, redesigned or deferred by Metropolitan Tor
various reasons, and 1o assuratice can be given that a project in the CIP will ba completed in accordance with
itg original schedule or that any project will be completed as currently planned. Tn eddition, from time to
time, when cireumstances warrant, Meltopolitun’s Bowrd may approve capital expenditures other than or in
additton to thoae canternplated by the CIP af the time of the then current bienndul budget.

Projection of Capital Investimeni Plan Expenditures

The table below scts forth the projecled CIF expomditures in the wdopted bennial bodget for fiscal
vears 2016-17 and 2017-18, including replacement and refirbishment expendilures, by project tvpe for the
fiscal yedrs ending June 30, 2017 through 2021, This sstimate is updated cvery teeo yoars a5 a rosull of the
pericdic review and adoption of the capital budget by Metropollan's Board of Dircelors,  See
“HISTORICAL AND PROJECTED REVENUES AND EXPENEES" in thiz Appendix A.

CATITAL INVESTMENT FLAN
FROJECTION OF EXPENDITURESHHY
‘{Fiseal Years Ended June 30 - Dollars in Thovsands)

Cost of Seryive _ ____;J',l]l? ) 2018 2619 2020 2021 Total
Comvavinee & Aqueduct $ 19,772 $ 32,934 § 32433 5 30,370 $ 29042 5 144578
Storage L4355 - - - - 1,455
Diistribution ' 50,818 BO,1GT 93,411 [ 126015 459 587
Treatruent : © BB34S 67691 53,746 50,292 37078 299,753
Administrative and General- 36,049 18,846 16,325 B1,39% 7220 90,448
Hydroeleowie 2,960 332 .. 35 3,880

Total® 5200,000+ $200,000 5200000 5200000 F200,000 FL000,000

Sourer, Medropolifon,

110 Fizeal wears 2H8-17 and 2017-18 bared on the adopéed bieimial budget for Sseal yoors 2086-17 and M17-18, Fiscal vears 2011%-
19 through 200202 bazed om the lia-rewr fnaoneisd lveesst provided in the adopted biennial budget, Totals are rounded.
<420 Annueal Letals melude veplasemend and velfobishment sxpenditures for fAsen] yoars 2006-17 through 2020-21 of 3113 million,
T BIEY million, 517E soillion, 5182 million, aned $192 mallian, |t.rspcr.ln..]'f for 4 talal of 5823 millico for fissal yoars 24014- 17
. throoygh 2020=21.
{3 Tisual wmat 200817 capitad expenditures ace curcently E:RLIrrml._tl bt b yppreimele b' £213 rntllmn

The gbave projections de net include amounts for contingencies, but include ezcalation at 2,77
percent per vear for projects for which formal construction contracts have not been awarded. Additional
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capital costs may arkse 1n the future uy a result of. among othor things, federul and State waletr (uality
regulations, project changes and miligation measures necessary o satisfy environmental and tegulatory
requiremenls, md for additional facilities.  See “METROPOLITAN'S WATHR DELIVELRY SYSTEM-
Water Trealtneni™ in this Appendix A :

{apital Investimeni Plan Financing

_ The C[P requires funding from debt financing (see “HISTORICAL AND FROJGCTED BEVTNMUIES
AND CXPENSES” in this Appendis A) as well as from pay-as-you-go funding, ‘The Board hus adapted an
internal fundig objective to fund 60 percent of capitul program expendivurcs (rom current revenues. The
remainder of eapital program expenditures will be finuded through the Issvance from time fo lime of water
" revenus bands, which are pavable from Net Operaling Hevenues, Hawever, 83 in prior yeals, [ray-as-you-go
funding may be reduced ar increased by the Board during the tizcal year.

On April 8, 20£4, Muiropolitan's Board approved a total of 3466 nillion fur pay-as-you-go
expendilires as part of the bicyuial budger for fiscal year 2014-15 and [iscat year 2013516, These pay-as-
vou-go funds, together with [unds available in the Replacement and Reluhishment Fund, were expecied to
fund. $513 miflion in capital expendinures for Gscal year 2014-15 und fiseal year 2015-16. On October 13,
2015, Metropolitan's Board adopted an ordinance finding that the mieresis of the distriel roguire the use of
new revenue bonds in an amount not to exceed $300 millio. On December 17, 2015, Botropolitan isaued
its $20%.255,000 Water Revenue Bonds, 2015 Authorization Serles A to reintburse cerfairl pay. as-you-Lo
capital cxpenditures.and to fund a portion of fiscal year 2016-17 capital expenditures,

Metropalitan’s budget assumptions for the adopted biemmial budget for fiscal years 2016-17 and
2017-18 and projeciions for later years provide for flie issuance of approximately $80 million of additiotal
waler reverue bonds 10 fand or to fefmburse prior capital exponditures in sach of fiscal years 2016-17
{hrough 2020-21. These. revenue bomds coudd be issued either as Senior Revenue Bonds under the Seniar

Dieht Resolulivns or as Subsordinale Reverne Bonds undet the Subordinate Debi Resolations {sach as defined .

gnder “METROPOLITAN EXPENSHS-Timitations on Additional Revenue Bonds™ in this Appendix A)
The cosl of these projected bom 5sues are reflected in Lhe financial projections uader, “IUSTORICAT. AND
PROJECTED RLVENLES ANI3 TXPENSES® in ihis Appendix A, Melropolitan expeels lo issue Its
$30,00(,008 Water Revenue Bonds, 2007 Authotivaiion Series A In Mareh 2017 for the purposes of
finamcing 4 portion of its capibal expendinures through fiscal year 2017148,

(ther Capilal Expenscs

On July 14, 2015, Metropolitan’s Board approved $264 million 10 aequire varlous pruperlics in
Riverside and Imperial Countics, vith $160 million Luuded from the Replacement and Refinbishiment Fund
- and the remaining amount from virestrictad reserves.

O March §, 2016, Mewvpolilan®s Beard autherdzed the General Manager to enter ito an agreermesl
to purchase veriain property frowm Delta Wettands Propertics, TLC in Conlra Costa; San Toaquin, and Solasne
Countles {the “1Iclta Tslands™),  Although no determination has been made, potential applications fur 1hese
properties include: (1) tidal wethands; (2} water quality: (3} studizs and reseurch; (4} re-creation ol food weh;
(5} subsidence studies or prevention; {6) habitat restorulion; {7} mitigation crediis; (8) carbon sequestration;
(9} emarvency preparedness, including ssismic preparation and study, (100 waler transfers; and (113 using
portions for aceess or staging of a (uhwe Delta fix, like the proposed California Water Tix project. On
Tulw 18, 2016, cscrow closed and puechase of these propertics was compleled. On December 21, 2016,
Metropolilun issucd its $175,000,000 Subordinate Waler Revenue Bonds, 20016 Authorization Series A
(Taxable) to rcimbuwse itself for the purchase. See “METROPOLITAN EXPENSES-Outstanding
Sybordinate Revenue Bonds and Subordinate Parity Obligations™ in this Appendix A.
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Mujor Projects of Meiropolitan's Capital Investment Plan

Oxidation Retrofit Facilities. The oxidation retrofit Tacilities prostam includes the desiyn and
eonsirion of oxidation facilities and appurtcnanees af all Gyve of Metrapolitan®s {reatment plants,  This
program’is intended W allow Metropolitan to mest drinking water standards for disinfction by-products ind
reduee tasle atl odor ineidents. The oxidation retrofit improvenients have been completed ol thres [rcuttnenl
plants: the Henry X, Mills Trestment Plant, the Joseph Jensen Treatment Plant and the Roboert B, Dianer
Treatment Plant. Complelion of the inprovements at the F.E. Weymeuth plant is expeeted in 2007, Total
oxidation prageam costs at (he F.E. Wevmouth plant are estimated to be 82700 million. Crxidation reteolis af
the Robert A. Skinner plant was substaniially completed in December 2009 and operational in 2010, with
additional fallow-up work planned for complalion in June 2018, The total estimated cost for all priar and
projected oxidatien retrofit facilitics program hnprovaments . the Ave treatment plants is approximately
$1.12 billion, with $1.07 billion spent through Seplanber 2016, Budgeted aggregate capital expenditures for
improvements remaining to be completed at the FH, Weymouth and Robert A, Skioner plants for fiscal vears

C2016-17 and 2017-18 are 525 million,

F.E. Weymonth Treatmeny Plant Tnprovements, The FH, Wevmmoulh Treament Plant, bailt in
1938, 13 Metropolitan®s oldest water treatment facility. Tt has beon subsequently expanded several times
siree is original construction. Metropoliton has completed several upgrades and relutbishmenl/replacement
projcers to maintain the plant’s reliability and improve its efficiency, These include power svalany upgrades,
a resideal solids dewatering facility, refurbishment/replacement of the mechanical cquipment in lwo of the
eight Mlacculatimy and sellling basins, a new plant maintenance facility, new chemical feed systems and
storage tanks, replacement of the plam domeslic/fire water system, seismic upgrades to the plant inlu
structiee and filter buildings, and & new chlosine hundling snd containment facility. Planned projects avor
the next several years includs refurbistiment of the plant’s filters and settling basins, seismic retrofits to the
administration building, and replacemant of the valves used W comrel filler operation. The cost estimate for
all prior and projected Improverments at the Woeymonlh pland, not including the ozone facifitiss, is
approximately $407.1 million, with $243 million apeni through Seplamber 2016, Budyeled arregate capital
expenditures for Improvements at the Weymouth plad Tor Tiscal vears 2016-17 and 2017-18 are §31.3
million, '

Robert B, Dicimer Treatmeni Plant Tmprovemenis. The Robert B, Ticwer “Urealmo Plant, built in
in 1963 and subsequently expanded in 1968, in Metropolitan®s sceond oldost waler trealment fucility.
Severul upprades and returbishmentreplacement projects have been complofed al The Divmer plant
imcluding power system upgrades, a pew residual solids dewatering facility, new wehicle and plaml
mattlenance [ucililies, new chemical feed  systems and storage tanks, 2 vew chioine hangdling and
- eonlgimment facilily, construction of a roller-compacted concrete slope atabilization system and 4 new
secotpdary sevess toad,  Plamed projects over the next severdl years include roforbishment of the plani’s
seilling basins, selsmic retrofits to the fitter buildings and administration building, and replacement of the
valves wsed do conlrad [Aler operation.  The current cost estimate for all prior and projected improvements a
1he Hemer Trealmenl Plang, nol including the ozone tacilities, is approximately $3&1.1 milkion, with $234.5
todlliont spend thtough Seplember 2006, Budpeted ageregate copiial expenditures for improvements al (he
1Hemer pland Lo fiseal veurs 2086-17 and 2001718 are $42.3 million.

Colvrade River Aqueduct Fucilitfes. As previously noted, deliveries through the CRA began in
1941, Through atmual inspections and maintenance activities, the performance and reliability of the various
componentls of the CRA are regularly evaluated. Projects under the CRA facilitiss program are desigrcd to
repdace or refurbish facililies and componsnts on the CRA system in order to reliably convey water from {he

Colorude River to Southern California. A variety of projects have been completad over the past 10 years,

including, mmony other things, replacement of high voltags circuit breakers and transformers at the fve
puinping plant switchyards, refurbishiment of operators and power cantars on the head gates deswnsiteant of
the pumping plats, replacement of several miles of deteriorated concrete canal fincr, now wasiowaler
systemns at the Hinds and Eagle Mountain Pumping Plants, and replacement of the outlet gates and
dppurlensi eleciical, mechunical, and control svstems at the Copper Basin Resarvoir, Refurhishmen] or
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replacement of many of the eleetrical systam companents, ineluding the transformers, eiecuit breakers and
metor control centers, is currently uader way.  Additienally, many of the mechanical and. electrical
componants at all five pumping plants will be evaluated and rveplaced or refwrbished over the next several
vears, The currently projected cost estimate for all prior snd planned refurbishment of replacement prajects
is" $050.2 million. Costs through September 2018 were $208.2 million. Budgetad apgrepate capital
expenditures for improvements onthe CRA for fiscal vears 2016-17 and 2017-[8 are 587.2 million.

- Distribution Sigtemt — Prestressed Concrete Cylinder Pipe. Metropolitan’s distribution system is
comprised of approximatety 830 miles of pipelines ranging in diameter frém 30 inches to over 200 inches.
(See “METROPOLITANS WATER DELIVERY SYSTEM” in this Appendix A) 163 miles of the
distribution sy slem is made up of presiressed concrete cylinder pipe (“PCCI™. In response to POCT Lailures
- experienced by severul waler asencies, Mewopolilon initiaved 1he PCCI* Assessmenl Program in Degember
1996 1w evaluate the condilion of Metropolitan’s PCCP fines and investigate inspecliion and refurbishment
-etheads, As g resull, Meropolilun has idenlifisd and made repairs to several seclions of POCE. The cosls
[t these repairs (hrough Seplember 2016 were $%0.3 million. Rather than cominue 1o make spol repaies to
pipe scgmonty, Motropolitan hes intoiafed & Jong-rerm capilal progratn to rebabililawe approximately 100
“mileg of PCCP in five pipelines. 1he estimated cost (o reline all 100 miles of POCP is approsimalcly $2.6
billion and is expecied to be undertaken pver & perivd of approxinately 20 years, Pudgeicd aggregale capital
expenilitares for PCCP rehabilitation for fiscal years 2016-17 and 201718 are $39.3 million.

Distribution System — Refiurbishments and fmprovemenss, 1o addilion 1o the loeg-term program o
rehabilitate Metropolitan®s PCCP lines, scveral other cormponents af the distritmlion system are being
refirbished andfor improved. Ongoing projests to ensure the reliability of the distribution system, primarily
“dus to age, include multiple replacements ot refurbishments of isalation and caontrol valves and gates, liging
replacement on the Etiwanda Pipeling and portions of the Orange County Feeder, a new steal liner for the
Bermasconi Tunnel, seismic upgrades to the Santa Ana River Bridge, refurbishment to pressure conirel and
" hydroelectric power facilitiss, system improvements to provide drought reliaf, and various other upgradas
‘Lakaling wpproximalely $228.2 million throvgl Saplember 2016, The currently projected cost estimnate for the
privr and planed refutbistiment or replaceinent projects, other than the PCCP relining, is $749.3 millior.
For Laeil vears 2016-17 mnd 201718, budgeted agpmegate capital 2xpenditures for tnprovements on ihe
distribution ayalem, oler than BCCP rehabilivalion, ae 5742 million.

METROPOLITAN REVENULS

Ueutu‘:ui '

Untl waler deliveries bepan in 1941, Metropolitan’s activities were, by necessity, supportad entirsly
through the eollection of ad woelorem property taxes. Since the mid-1980s, water sales revennes hava
provided approximalely 7510 &5 percent of total revenues and aef vafores property toxes have acaounted for
aboul 10 percenl of revenues, declining to seven percent of revenues in fiscal year 201316, See “Revenue
Allocation Pobicy snd Tax Bevenues,” The remaining revenues have héen derived principally from the sale
ol hydroelecltic powet, inlerest on investments and additional revenne sources (water standby charges and
availability of service charges} bepinning in 1992, 4d valorem taxes do not constinute a part of Operating
Revenues und are nol available to make payments with respem to the water revenue bonds issusd by
Metropolitan,

Tlie basic rata for untreated water service for domestic and municipal uses is $686 por acre-fool at
the Tier 1 level, which became effective Januery 1, 2017, This rate will increase to 5695 cffeative Tanuary 1,
2018, See “Rate Swucture’ and “—Water Rates.” The od valorem tax rate for Matropobitan purposes has
gradually been reduced from a peak squivalent rate of (11250 pereant of fll asacssed valuation hn fscal vear
1945-46 to 0.0035 percent of fuli assassed wvaluation for fiscal year 2016-17. The rafes chavged by
Matropalitan represent the cost of Metropolitan wholesale water service to (15 member agencies, and not the
cost of water to the ultimate consumer, Metrapolitan does not exersize control over the ratss charged by ils
meambear agencies or their subagencies to their customers,
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Semmary of Revenues by Source

Uhe lollowing rable sels forth Metropolitan®s seurces of revenues for the Tive Tiscal yoars ended June
N, 2mé, The lable provides cash basis information for fiscal year 2002, and inodificd acerual bayiy
informatian for fiseal years 2013-2016, All informatien is unaudited. Audited financial statements for the
fizeal years ended June 30, 2016 and June 30, 2015 and wnavdited tinancial statements for tha six months
ended December 31, 2016 god Dhveeember 31, 2015 are provided in APPENDIN B—TTIE METROPOLITAN
"WATER DISTRTCT OF SOUTHFERN CALIFCRNIA INDEPENDENT AUDITOR’S REPORT AND
BASTC TTMNARCTAL STATEMENTS FOR FISCAL YEARS ENDED JUNE 30, 2016 AND JUNE 30, 2013
AND DASIC TTNANCIAT. STATEMEN IS ¥OR THE SIX MONTHS ENDED DECEMBER 31, 2016
AND 2015 (CNAUDITCD)? '

SIAVMARY OF REVENLEN BY SOURCEN
Figeal Yeara Tarded Jupe 3
{ollars in Hiliiens)

. '_Zl'.i L2 2013 2014 245 H1E

Waler Sales™ 31,062 51,283 $1,485 51,383 $1,166
Ned Lux Collections™ : o 5 o5 . 144 108
Additional Revenue Sources™ 167 173 |82 199 200
Inlerest on [hvesinents : 18 {23 19 16 17
Hydroeleeiric Pawer Salés 31 25 - L5 E 7
Other Revennes 54 23 [z 163 248

Total Reenipts 51,432 B1,507 $1815 - - RL373 51,744

Smures: Mamwopoliian.

{1y Trgs net inglude any procceds from the sale of boaded indebiednzss.
3 -Coows mevenues ih cacl yoar ame or sales in the hwelre months ended Ju.m, 3 of auch wear, Weler sules revetnes inelyle
rEvENEs (b walet whesling and sxchyngea.

(1) et veelrem Lanes. levied by Welopolilan o tlT‘[‘l]Lﬂ solely fo the pewment of cuutstandm,: general eblization wmds of

Metropo/inan and to State Water Comtract ollipatims.
(4 Inclndes receiprs decived fom water standby chivpes, readiness liederve, o r_urﬂuh chargss,
(3} Insludes miscollancous revennes and Build Amevica Boeods (AR subeidy puyment ol 5133 millien, $12.7 million, 512.3
million, 12,3 wmillion, and 512.3 mitlion, in fiscal vears 2011-12 through 201516, mespectively. In augl vours 2004-15 4nd
- 201516, includes 3112 million and 5222 million of water consarvarion snd warer pirchass expendiiures, Wnded Tom g Tike
Hmenk af fumds frausfepred oo 1hs Wator Manazemont Foed,

Revenne f\llncannn Pn]lﬂ’j' and Tax Revennes

Thc Tioard determines the water revenae requirercnt for cach [seal vear aller Arst prajecling the od
- valorem tax levy for that year. The tax levy far any year is subjeel 10 limils imposed by (he State
Constitution, the Act and Boeard pelicy and to the requirement ynwder the Suale Water Contract that in the
event that Metropalitan fails or 18 unable to raize sufficient Gands By ather means, Melropolitan must levy
upen all property within itz boundaries not excmpt from taxation a tax or assessment sullivient W provide for
all payments under the State Water Contract. See “TIISTORICAT AND PROTECTEIY EEVENUES AND
EXPENSES” in this Appendix A. Trom fiscal year 1996-91 throuzh 2012-13, and purswant to the Act, the
tex levy was set to not excead the amount needed to pay debt acrvice on Melropolilan®s general obligation
bonds and to satisfy a portion of Metropolitan's State Water Contrast obligation, Hewover, Malropolitan Las
muthority to impose a greater tax levy to pay debt service on Metropolitan's gencral ohligation bonds and to
satisfy Metropolitan's Stats Water Contract obligations in full i, following a public hearing, the Board finds
that zuch revenue is essential hMetropolitan’s fiscal integrity. For cach fizcal yoar since 2013-14, the Board
g exercized that authority and voted to suspend the tax limit clauze in the Act, maintaining the fiscal year
2012-13 aof valoren tax rate for fiscal years 201314 through 2016-17. Any deficicney botwoen tax levy
receipta and Metropolitan’s share of debt zervice obligations on general obligation honded delt issued by the
State s expectad to be paid from Operating Revenues, az defined in the Scnior Debt Hesolutions (delined
herein under “METROPOLITAN TXPENSES—Limitations on Addittonal Revenue Bonds™).
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Water Sales Reverues

Gereral; Awthorlty. Waler rates arc established by the Board and are not subject Lo regnlation or
approval by the Public Uliliilss Commission of California or by any other local, Stale or Federal agency. In
accordance with (he Act, water rates must be unitorm for like classes of service. Metrapolitan cur renﬂx
provides lwo clissses of mm:l aervice (1} full service treated and untreated, and (2) whecling sarvice. Ses ™
Classes of Wator Serviee,”

No member ageney of Metropolitan is obligated to purchase water from Melopolifan. However, 21
of Mewupolitan®s 26 member agencies have entered into 10-vear volumtary waler stpply parchase ordees
(Purchase Orders™) offective through Decernber 31, 2024, See ““Member Ageney Purchaze Orders.”
Cossurnet demand and locally supplied water vary rom wear (o year, rosulling in variahility in water salas
tevenues. Metrapolitan uses its financial reserves and budgelary tools 1o manage the financial impact of the
vardubilily (n revenues due to fluctuations in ammoal water saled,  Soc “MANAGIMIENT'S DISCUSSI0N
OF HISTORTCATL AND PROJECTED REVEKUES ANLY EXPENSKS™ in this Appendix A.

Papment Procedure. Water is delivered to the member agencies on demand and is metered at the
point of delivery. Member agenciey are hilled monthly and 4 late charge of one percent of the delinguent
payment is assessed for a payment thal iy delinguent for no mors than five business days. A Iate churge of
two percent of the amount of the delinguent payment is charged for a payment that is delinquent for more
than five business days for esch month or porlion of a month that the. payment remains delinguent.
*etropolitan has the authorily w suspend service 1o any memhber agency delinquent for more than 34 Juys.
Delinquencies have bgen rare; tn such instances late charges have been collected. Mo setvice has been
suspenderd becavse of dulmqucnumﬂ.

Wuter Sifes. Lhe fullown*lg table sets forth the acre-feet of water sold and water sales (including
sales from water wheeling and cxchangesy for the five fiscal vears ended June 30, 2016, Waler sales
revenues of Melrapolitan for.ths four fiscal years ended June 30, 2013 through fune 30, 2016, réspeetively,
on an accrudl basis, are shown in APPENDIX B—“TIIE METROFOLITAN WATER DISTRICT OF

OBOUTHHERN  CATIFORNIA INDEPENDENT AUDITOR'S REPORT ANI? BASIC FINANCTAL

STATEMENTS TOR TISCAL YEARS ENDED JUNE 3, 2016 ANLD JUNE 30, 2015 AND BASIC
FINANCIAT, STATERCNTS TOR THE SIX MONTHS ENIDDED DECEMBRER 31, 2016 AND 2015
(LNALILTTEID”
SIAMARY OF WATER SOLD AND WATEIR SALES
Fiscal ¥Vears Ended June 3

Averare Dollira

Acre-Iect™ Water Sulest™ Daollurs ' Per 1,000
Year . Sold (o millions) Per Acre-Foot™ Gulions
202 1.67a,855 51,0625 o34 51.94
A3 | R56,685 1,282.5 Ho] . 212
RHE - 2,043,720 - 1,434.4 T2h 223
- 25 . : 1,205,502 1,383 724 2.23
2016 ' 1,623,052 1,166 718 2.20

Sengreee: Merrapodiia.

(11 Year ended Apeil 30 fhe fiecal year 2011-12, warcr sales recorded on a cash-basis. Beginning [zeal yeur 2012-T3, waler sules
reconled vh an eearaa! bazia, with warer sales fos the fiseal year coded June 31

1A Waler Salea in Gscal year 2011-12 arc rocordsd cn a cash basis for salss in the teclvs moenths endsd Andl ”r'i] ai sueh year, wilh
tules und clharges invoiced in May and payable by the last businsss day of Tune ol envh your, Waer selas Fee facal yeara 2012-
13 hirouph 2015-18 ave recorded on s modificd accrval basts for sules in e leelve manths ended lune 3 af aueh year, with
rates and chavpes resorded s rovonuss i the same momibs gz volesd, Toeludes revenues tem waler whaeling oad exclanpea.

(1] Cireas water sales divided by acre-foot sold, An sore-lbol is appredmalaly 3260 callona, Hee lahle entitled “SUMAMALRY (1
WATEL RATES" under “~Watey Baies™ lor g deseriplion ol weier rebed and clasded o seevice,
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Principal Customers

Tatal water sales accrued Cor the fiscal vear ended June 3, 2016 wete 1.62 million acre-feet,
yreperaling 81,17 billion in water salas revenues for such pericd. Mewapoelilan's wen lutgest water cuslomers
in e yeur ended June 30, 2016 are shawn in the following tahle, an an acerual bagis, “The SIHWA has Gled
Tiigalion challengbsy: Mewopolitan’s rates, Sae ““Litigation Challenging Rate Stuctuee ™

TEN LARGEST WATLR CUSTOMERS
Year Ended Janc 30, 2016
- Acerual Basis (Dollars in Millions)

Watcr Water Sales

Bnles Pereent in Fercent

Apency Rovenues of Total Acre-Feet™ of Tatal

San Dicgo County Water Authorily $ 2709 o 232M 465,568 28T
City of Los Angeles 224.3 : 8.2 © 332,527 23
MWD of Qrange County 140.3 20 171,666 10.6
West Basin MWD 100,10 8.6 107,319 6.6
Calleguas MWD EE 8.7 23,346 5.1
Eastern MWD 53,1 4.6 62,631 3.9
Western MWD 5.6 4.4 65532 4.0
Three Valleys MWD 42.5 3.6 54,356 33
Cendral Basin MWD 353 3.0 46,745 : 29
City of Long Beach 24,3 2.1 __27.684 1.7

: Tutal §L030.2 BT [, 417,374 87.3%

Tutal ¥Water Sales Revenucs F1,166.0 Total Acre-Foet 1,623,152

Suucee: Meirogediton,

(1) Toeludes wheoling sod cacclionygs water sales, covennes and deliverias,

Rate Strueture

The followlng rates and charges are elements of Melrapolilan®s rae siruclore for [ull service water
deliveries: ' '

Tier | and Tier 2 Waler Suppdy Bates, ) he rale giruciuse recovers supply costs through a two-tisred
price strocture, The Tier 1 Supply Rate supports a reglonal approach through ihe unifonm, poslage stamp
rate. The Tiet | Supply Rate is caleulated as the amount of the tolal supply revenue requitemnent thal is nol
covered by the Tier 2 Supply Rate divided by the estimated amount of Tier 1 wiler suley, The 'Tler 2 Supply
Rate is a volumetric rate that reflects Metropelitan®a cost of purchasing water trangfors narth of the [ella,
Iamber agencies are charged the Tier 1 ar Tier 2 Water Supply Rale for waner purchazes, 8¢ described under
“Member Agency Purchase Orders.”

Spstenr Aecess Rafe. The Bysterm Accoss Rawe (SAR) recovers the cost of the Copveyance and
Distribution Syatemn that is used on an average annual basis theough a uniforte, volumelric rate, The SAR is
charged for each acre-foot of water transported by Metropolitan, regardless of the ownership of the waler
heing transported. ATl usera (including member agencics and third-party whizelers) using the Melropelilan
system to trangport water pay the same SAR fiw the use ol the system conveyance and distnibulion capacily
to mect average annval demands.

Woter Stewardehip Rade. The Water Slewardship Hale (WSR} provides o dedicated source of
[unding Gor cotsetvalion atd local resources developticnt thtowgh a uniform: volumedtic rule, The WSR is
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chaged to each acre-foot of water delivered by Matropalitan, regardlass of the waler being transported. All
users {member agencies and third-party wheelers) benefit from the system capuvily made available by
investments in Demand Management Prograns like Meropolitan’s Conservation Crediv Program and Local
Resources Program. Therefore, ull uscrs pay the WhR,

Sysiem Power Rate. The Svalem Power Rate (SPR) recovers Lhe cost of ancrey required to pump
water to Southern California lhrough the State Water Project and CRA. The cost of power is recoverad
through a uniform, velmmelic rale. The SPR iz apptisd to all deliveries of Melropolilan water to member
agencica. Wheeling parties pay for actual cost {not system average) of power needed 1o move the water.
" Member agencies engasing in wlieeling wansaction of up to one yvear piy the wheeling vate {ronsisting of the
. actual cost of power, SAR, WSK, and an administrative fee). Olher wheoling fransactions are pursuant to
individual coniravis. '

Treatment Surchorge. The Treatment Surcharpe recovers all of the costs of providing treatiment
capacity and opetalions through a uniform, volumetie rate per were-food ﬁl" troated water sales,  The
Treatment Surcharye is ch’u ged tor al] treated water sales,

The amout of cach of these rates since Jamuary 1, 2012, i shown in the table entitled “SUMMARY
OF WATER EATES” undar “—Water Rates.™

Member Agency Purchase Orders '

_ The current rafe structure allows member agencies 1o choose to purchase water from Metropolilan by
means of a Purchase Order. Purchase Orders are voluntary agreemctits that determine the amount of wider
that a member agency can purchase at the Tier 1 Supply Raic, They allow memmnber agencies to prrchase a
geater amowrt of water at the lower Tier 1 Supply Rate than would otherwise be authorized by the
Adwministrative Code. Tn exchange for the higher Ticr | Maximum, the meutber agency cotmniis to puechase
4 gpieific amount of water (based on past purhase levels) over the term of the agreement. Such agreements
-allow member agencies to manage cusls and provide Matropelitan with p measure of secure rovenis.

Tn Kovember 2014, the Melropolilan Board approved new Parchase Orders elfective Jannary 1, 2015
through December 31, 2024 (lhe “Purchase Order Term™). Twenty-one of the lwenly-six member agencies
bhave Purchase Orders, which cammil the member agencies to purchase a minimum amound of supply from
hlctrapolitan (the “Purchase Urder Commitment™)

The key terms of the Purchase Chreders inghude:
* A ten-vear terny, effeclive Lauary 1, 2015 theough December 31, 2024,
¢ A higher Tier | limit based on lhe Base Peviod Tdemand, determined by the member
agency’s choice between (1) the Revised Base Fiom Demand, which is the highest fiscal year

purchases during the 13-yvear petiod of liscal year 1985-90 throngh fiscal year 2001-02, wr
{¥j the highest year purchases in the most recemt 12-vear peried of fiscal vear 2002-03

theough 2013-14. The demand base is unigue Tor cach member agency, reflecting its use of

Matropolitan®s system water over Lime;

e Anoverall purchase commitment by the member wrency based on the Tdomand Base pericd
choser, times ten to reflect the ten-yvear Purchase Order Llerm, Those agencies choosing the
more recent 12-vear period may have a higher Tier 1 Maximum and eommitment. The

- gofuniiment is aiso unique for each member agency;

#  The opporiunily to reset the Base Perfod Demand using a five-year rolling average;
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v Any obligation to pay the Tier 2 Sepply Rate will be calculated over Lhe kh-vear period,
sonsislent with the caleulation of any Purchase Order cammmitment obligalion: and

* A appedls process tor agencies with unmet purchase commitinons Lt will allow each
aere-(ool of ummet eommitment to be reduced by the amount of produciion ffom u local
resolive project Lhat comumences operation on or after JTanuary 1, 2014,

Member agencics ihal do nol bave Purchase Orders in effect are subjoct to Tier 2 Supply Baies for
amounts cxeeeding &1 percent of their buse amount {equal to the member agenev'a highest Ngcal yeur
demand between T989-80 and Z001-02) amnually. .

Ocher Charges

_ The following: paragraphs describe the additional charges for the availability of Metiopolivan's
water:

Readinessfo-Serve Charge, The Readiness-wo-Setve Charge ("RTS™) recovers the cost of the
porticn of the system that is avaflable to provide emergeney service and available capacity during ewtages
- and hydrolagic variability, The RTS is a fixed charge that is allocated amony the member ngencies based on
a ten-liscal vear rolling average of firm demands, Water trangfors and exclimges are mcluded for purposas
of caleularing the ten-tiseal-year rolling avarage, The Standby Charge, described below, will continue to be
pallecied av the reguest of member agency and applied as a dircct ofiser to the member agency™s RTS
shligilion., The RTS renerated 5154.0 million in fiscal yenr 201314, $162.0 willion m 2014-13, and $155.3
million in 2015-16, Based on the adopted rates and charges, the RTS is projectad to gencrale $144 millien in
facal year 2016-17 and $137.5 million in fiscal yeur 2017-18.

Water Standbdy Chargey. The Stadby Charge iz authorized by the State T.egislature and has been
levied by Metropolitan -sinee [seal yeur 1992-83, Metropolitan will continue to levy the Standhy Charae
only within the scryice arcas of the monber arenicies Lhal request that the Standby Charge be utilized to help
fund o member agency’s RS abligaon, See *-- Readiness-lo-Serve Charge” above, The Standby Charge
for mch acre ar parcecl u::uf legs than an acre will vary fom member agency to member ngency, reflecting
current rates, which have remained the same sings Oseal yoar 1993-84, and rangs from $6.94 to 515 for each
acre or parcel less thar an acre within Metropolilan’s service area, subject 1o specified exempt categosics.
‘Standby charges are assessments under the terms of Propusition 218, a Slake constilutional ballet initiative
approved by the vaters an Novermnber 5, 1996, but Mletropalilan’s currend slandby charges are exempt from
]'i'mpﬂs_iﬁun 215"z procedural requirements. Sec “—California Ballot boitjalives.”

Tw E!r'lt‘-. tao member ageneics colleet dheit RS charpes ihrough stmdby charges. For fiscal vears
20M3-14, 2014-15, and 2015-16, BRTS charges caollected by rmeans uf such slundby charpes were 8417
million, “.6’1[ T million, and 428 million, respectively.

Cupacity Charge. The Capacity Charge recovers ensts incumed w0 provide peaking capacity within
Metropolitan’a distriburion system, The Capacity Charge provides o price sighal to encourage agencies to
reduce peak demands on the distribution system and to shilt demands that ecour during the May 1 through
September 30 period inta the Octobar 1 theough April 30 pericd. Uhis resulls in more efficient utilization of
Metropolitan's existing infrastructure and deferving capacity cxpansion costs. Each member agency will pay
the Capacity Charge per cubic fagt per second based on a three-year (railitg maximum peak day demand.
Ctfective Jenuary |, 2614, the Capacity Charge was $8,600 por cubic feel per sevond, The Capacity Charge
was §11L100 per cubic feet per gecond on Januaiy 1, 2015, and $190,900 per cubic feet per second on
January i, 20760, and will he 58000 per cubie fect per seeand on Jagwary 1, 2017, and $8,700 par cubic teet
per second on Jarmary 1, 2018, The Capacity Charge is projecied 1o generate $39.7 million in fiscal vear
2016-17 and $33.2 million in fiscal year 201 7-18.
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Classes of Water Service
Metropolitan oftors teo classes of water acrvice: _
(13 Fll Service Water - Pl sorvice 'water service, formerly knoven as nen-interuptible wator

service, includes water sold to member agencies for domestic and municipal uses; and

i2) Wheeling Service - Wheeling Service refera to the wee of Matropolitan's facilitics, inchuding its
Fights to use State Water Project facilities, to transport water not ownad or controlled by Metropolitan toits
membsr public agencies, in transactions entered inta by Metropelitan for a period of up to one year.

_The applicable rate componants and fixed charges for each class of water service are shown in the
chart below. - . . _ : _

Current Scﬁigs and Baic Components

Kates & Clml'gcs.Tlint Apply

_ System Water System Tier 1} Readiness  Capacity
Serviee _ Acccss Stcwai‘dshig . Power  Ticerd to Serve Charge
Lyl Bervice { Lreated :
or intreatcd) Rl e Yos W es Yes Yes
Wheeling Service “Yeg Yes Mo o Yes Yes

Metropoditan offers fvo programs that cneourags the member ageneics W ingregse groumdwaier and
cmergency atorage and Tor which cortain Metropelitan ehargos are inapplivabls,

(1} Conjunciive Tve Prowram.  The Conjunctive ise Program is operated theough individusa)
agreemants with member and retail agencicr for proundwater storage within Metropolitan’s scivice arca.
Wet-vear imported supplies are stored to enhance relisbility during dey, drought, and emergency conditions.
Metropolitan has the option to call water stored in the groundwater basing for the participating member
APEncy pursunnt to its’ contractual conjuictive use agreement. At the time of the call, the member agency
pays the prevailing rate for that watet, but the deliveries are excluded from the calculation of the Capacity
Charge becnuse Ceonjunctive Use Trogram deliveries are made at Metropalitan's Discrotion.  Soc
“REGIOMAL WATER RESOURCES-Laocal Warter Suppliss.”

i2) Emargency Storage Progrom. The Emergency Storage. Program is used for delivering water for
BIergency storage in swihce water reservoirs and storage tanls, Emergency Storage Program purpoacs
include initinlly filling 8 newly constructad resarvoir or storage tank and replacing watcr used during an
emergency. ’ ' :

The applicable rate components and fixed charges applicable tor cach such program ars shown in the
following chart, ' ' o : :
Current Programs and Raic Conponents
Rates & Charges That Apply

_ o ] System Water . Syston Tier 1/ Readiness  Capacity
Full Service Prograry Access Stewardship Fower ~ Tierl to Serye Charge
Conjunztive Tse Program " ¥es Ses Yes Tes Yes Mo
" limergency Swrage Program Cyes Yod Yes ™ok Mo M

*Lmergeney Slorage Program pavs lhe Tier T Supply Raty, purchases under Emergoncy Storage program do nat count
towards a member agency s Tier | hdawimmm.






Water Rates

The foilowing table sets forth Metropelitan®s water rates by category beginning Jannary [, 2012,
See also “MANAGEMENT'S DISCUSSION OT IMSTORICAL AND PROJECTCD REVENUES AND
FXPENSES -Waler Sales Revenues” in this Appendix A. In addition to the base rates for untreated water
sold in the different classes of service, the columns labeled *Treated” include the surcharge that Metropolitan
charges Tor wiler trewed al ils waier treatmenl plants.  See “—Rale Swuctore™ and “—Classes of Water
Serviee™ ahave for a desenplion of cumrenl rates. See also “~-Liligalion Chatlenging Rale Slructore™ for a
description of litigation challenging Melropolitun’s waler rales, '

SUMMARY OF WATER RATES
{1rollars per Acre-Fuol)

_ WATER EYNIEN
SUPPLY SEATEM SIEWANDSLEIF HOWEK THEATFIENT
RATE ACLCHES HATE RATE © RATE SCHCHARGE
Tierl  Tier?2 :
Januany 1, 2012 164000 $290 s217 - %43 136 5234
Famynre 1, 2013 £140 200 S35 b ]| flge E¥RE
Tamaer 1, 2014 148 $250 5243 B4l 16l 5207
Januzer 1, 2015 f1se 20 w257 %41 126 53£1
Tanugre 1, 2116 $155 - 5200 5259 41 IR 5348
Jamay 1, 20175 5201 5295 5289 332 $124 5313
Jmary 1, 2018% 5209 5295 $299 33 $132 5324
INTEILGR
FITLEL SFRYTCT FLTI SFERVICT, AGRICTH. TILRAT, RETFT.ENISHAENT
TREATFEIV TTRTRTATED PROOEAM RATL
Tiet } Tiar 2 Tier i Tier 2 Trealed FInilrealed Tresglenl Tnlreslad
_ Ilmm.]ry 1,202 794 K] 360 L5465 MT65 1507 kasl S
Tanuayy L2113 _ £847 S0497 S50 ¥ BE .**. * ¥
January 1, 2014 SEBEQ0 s1Am2 NFU3 %735 i b i b
Fangneyw 1, 2015 a3 H1A155 4aR2 ERTIE! L 4 *h h
By L, 24084 $042 SLE74G L3504 728 ¥ e il ¥
© Tamusrs 1, 2117 $979 51071 LGk STAT wr n E Y
J':u.mal:}' 1, 2018 F1,015 EI,101 Banz 5751 *E s ** ¥*

Sosirce: Adetrapaliton,
*  Rales affective Janmary 1, 2017 and Januaey 1, 2014 were adopted by Metropolitan's Board on April 12, 2016,
o The luerih Ageicnlooeal Warer Meegrain and Weplenistunent Service Program were discontiaued atter 2012, The Interim
Agricultwal Water Program provided o discownted rate for agriculboral wator nsers thet, pursvant to the Act, were pemitted to
“receive only swplus water not neaded for dmnestic or mnicipal purpesss, Undar the Replendshment Servies Program, wafcr
w63 aold at 8 discountsd rats to member agencics, sulject woinksoaption upem walise by datroaslilan. The progam alleoee:d
Jdetropolitan te deliver surplny dmported watsr g loeal groumdvaler basing and surlace sorage Ggilives when supplics were
availabls, with the méant thal memier agencizs weubd edoge Iaparled wader deliveries rons Merrepalilan duzing petimds ol high
demund, eniergeneics or tiomes of sk,
(L Ineludes $58 per seeeslial Telia Sopply Sarchacgs e Tahoaey 1, 2012,
(21 Tl service ieenled wilar ralss ame b fuen al the applicalle Supple Rate, 8vstam Access Race, Waler Srewardship Rare, Svstain
Fower ate and Trentment Succkarpe.
(31 Full service untrcated weator vales ace ¢he sumo ol e applicyhls Supply Rale, Syseetn Acosds Ruls, Waler Slewandship Rawe aomd
Syutem Power Rale,
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Finanecial Reserve Policy

Metropolitan's teserve poliey currently provides for @ minimwn unrestricted reserve balance ul

Tune 30 of each vear thal 15 based on prohahility studies of the wel poviods that afteer Metropolitan’s walet

sales, . The policy cslablishes a minimum targeted unvesiricted reserve level hased on an 18-month fevenue

shorlfall eslitnalc and a target level based on an additional 1wo years revenue shortfall eslimale. Funds

representing the minimum reserve level are held in the Revenue Remainder Tund, and any funds in exeess of

the miniinura reserve level are held in the Water Rale Stabilizadion Fund, Metropolitan established the Wager
Lale Siahilivation Fund for the principal purpose of maintaining stable and predictable water rales and
charges, 1L Morropolitan®s fixed charge coveruge ralin, which measures the total coverage of al! fixed

alligaions (which inclides all revenue bond debl service ohligations, State Water Contract capiial payments

puid from current vear operations and subordinale ohligations) after payment of operaling cxpendinues, is
lesa than 1.2 times, funids above the turgel reserve level may be utilized for fimding of capilal expendinires or

for the vedemyption, defeasance or purchase of vistanding bonds or commearcial praper, a5 delermined by the
Board. Tf Metropalitan’s fixed charge coverage ratio, is at or above 1.2 times, [unds abose the target may be

used for any lawful purpose of Metropohiuan, a3 determined by the Board. See "CAPITAT INYESTMENT

PLAN-Capital lnvestment Plan Finaneing™ in this Appendix A,

At June 30, 2016, uwrestiicled resorves, which consist of the Waler Rale Stabitization Fund and the
Revenue Remainder Fund, toluled $475 million on a modified accrual basiz, As of JTune 30, 2014, the
minimum reserve requiremenl was $203 million and the targat reserve level was $490 million,

From time to 1ime, Merapolitan’s Board approves the use of wwrestricted reserves. On May 26, .

2015, Metropolitan’s Board approved the use off $160 million of vnrestricted reserves, above the target
reserve lavel [or conservalion insentivea, Tn addition, 350 million [rom the Water Stewardship Fund and
$E40 million from the Wager Managemant Fund [nded comservation incentives. Cn July 14, 2015,
Metropolilai's Board approved 5264 million to acyuire varions properties in Riverside and lmperial
Counlies, wilh $166 million funded from the Replacement and Refurbishment Tund and the remaining
amound from aneestricted reserves. On September 22, 2015, Metrapolitan®s Doard approved $44.4 million (o
pay SNWA w store 150,000 acre-feer of waler wilh Metrapalitan, Metropolitan tool delivery of this water
2015, When SNWA requests the return of any of the slored water, SNWA will reimburse Melropolitan [or
. an oguivalent propartion of the $44.4 million, based on the amount of water returned plus inflation. See

CEMETROPOLITAN'S WATER SUPPLY—Colurade River Aqueduet — Colorade River Cperstions: Surplus
and Shortage Cuidelines — Interim Surplug Guidelines” in this Appendix A.

e to SDCWA's litigation challenging Mciropolilan®s rates and purssamt to the exchange
awrecinent between Meropolitan and SDCWA, Mewopolitan is required to set aside funds based on fhe
guamiilies of exchange water that Metropolitan provides 1o SDOWA and the amount of charges dispuled by
S0CWA, This amount included disputed payimeats and infercst carned thereon, which is based o the rate
earmed by Motropolitan’s investment porlfolie. ln Apri] 2016, Metropolitan transferred these limds o
uprestrieted financial resarves to a new designated Awnd, the Txchange Agreement Set-Aside Fund, As of
I3:cembar 31, 2016, Metropalitan had sel aside 5278.7 million in the Exclange Apreemenl Sel-Agide Fund,
This amount includes disputed payments and inlerest carned thereon based on the rate smned by
Melrapolitan®s investment portfolio.  The amounts held do not include the statutory prejudgment inderest,
pust-judgment intcrest, attorneys' fees, or vosts awards, none of which the exchange agreement requires to be
held, Amounts hield pursuant to the exchangre agreement will continus to accumulate based on the guanciiies
ol exchange water that Metropolitan provides to SDCWA and the payments disputed by SDCWA, unlil the
litiggation, inchzding all appeals, is concluded. See “MRETROPOLITAN'S WATER SUPPLY—Codorado River
- Adqueduet — Sale of Water by the Imperial Lrrigation District to S8an Diego County Water Auwthoriy™ and
“RIE TROPOLITAN ROVENUES-Litigation Challenging Rate Stuetare” in this Appendix A,

Ag dezeribed helow, Wetropolitan has execuled lwo S200 million Short-Term Revelving Credit
Facililies {as defined below), under which Metropolilan may botrew fram time-to-time, Tunds drawn under
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{be Shorl-Term Revolving Credit Tacilitfes may he wsed for any lawful purpase. T April 2016, Motropolitan
drew $125 million trom each Showt-Toerm Revelving Cradit Facility {as defined below), for adolal of $250
milliz, and deposited these ameunts in Metropolitan®s unrestricted financial rescrves. An addidonal draw
ul approximalaly $30 million is expected by the end of June 2017, with such amount to be deposited in
weiropolitan s unresiticled financial reserves. See “METROPOLITAN EXPENSES—Outstanding Senior
Bevenue Botds wid Senior Parity Obligations — Senior Pacity Obligations — Short-Term Revolving Credit
Facilitics™ in thiz Appendix A

Mereopelilan projects that ivs unrestricted reserves as of Jume 30, 2017 will be approximataly $378
million,  Thig amoun! does oot nclude funds held in the Exchange Agreemant Set-Aside Tund.  This
projection i3 hased on the asamplions set forth in the table entitled *HISTORICAL AND PROJECTCD
REVEMNUES AN RXPENSHES"  umder *HISTORICAL AN PROJECTEDR REVENUES AND
EXPENSECS™ in this Appendix A. Tn addition, this prajeclion i based on ibe gssuplion thal Melropolilan’s
Board will not anthosize the use of any additians amounts in the ubrestricled reserves.

California Ballot Initiatives

Proposition 218, a Stats ballot initiative known as the “Right 1o Vots on Taxos Acl” way approved
by the voters on November 5, 1996 adding Articles XTITC and XTTTT2 to the California Constimtion. Artick
XIOD providez substantive and procsdural requirements on the imposition, caension or ingrease of any
“fee” or “chatge™ levied by a local government upor a parcel of real PrOpErty O Upon & PEFSO a5 an incideni
of property ownership, As a wholesaler, Metropaolitan serves water to its member 2 Agencies, not Lo persons of
properlics as an ineidenl of property ownership, Thus, water rates charged by Metropolitan to its membar
agencied are ool properly reluted fees and charges and therefore are exempt from the requirament.: of Article
XTI, Fees for retail waler service by Mettopolilan’s member agencies or their agencies are sulject to the
requircments of Articls XTI,

Arliele R’[T:I]) wlso mposes certuin procedures willl respect o assessments.  Under Article XIIID,
“gtandhy charges™ are cenafdered “assesaments™ and st [ollow the procedures reguired For “assessmenis,”
unless they were in cxistence an the clffgetive dale of Ardiele X102, Mottopolitan hag imposed ity waler
standby charges since 1992 and therefore its current standby charges are exempd fom the Arlicle XILUD
procedures. Changes to Metropolitan's current gandby charges eould require natice 1o properly owners and
appraval by a majority of such owners reuening mail-in ballats approving o rejeedng any imposilion or
increase of such standby charge. Twonty-twa member agencics have elected w enlleer all ar a pordon of
their readiness-to-serve charges through standby charges.  8See “—(ther Charges — Readiness-to-Servs
Charge” and “— Watar Standby Charges™ above. Tven it Article XTTID is construed fo limit the abiliy of
Ietropolitan and its wember zgencies to imposs or collect standhy charges, the member agencies will
continue to be obligated to pay the readiness-to-serve chareges.

Acrticle XTTC makes all taxes general or speeial taxes and imposes woting requirements Gor cach kind
of tax. Tt also extends the people’s initlative power to reduce or repeal previously authocizod Jocal faxcs,
assessments, fees and charges, This extension of the initiative power is not limited by the terms of Aicle
XHIC to fees impased after November 6, 1996 or to property-related fees and charges and absent other
anthority could result in retroactive reduction in existing taxes, asseasments or fees and charges.

Proposition 26, a State balict initiative aimed at restricting regulatory faes and charges, was
approved by the Califoria votors on November 2, 2010, Proposition 26 broadens the definition of “ias™ in
Article WIMC of the California Constitution to inclede levies, charges and exactions impaosed by local
governmeants, except for charges impased for benefita or privileges or for services or products granted to the
payar {and not provided to those not charged) that do net excead their reasonable costs regulatory fees that do
not exgeed the cost of regulation and are allocated in A fair or reazonable manner; fees for the wse of local
gavernmental proparty; fines and penaltics imposed for violations of law, real property develapment fes;
and assessments and properiv-related fegs imposed under Article XIND of the California Constitulion,
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Speeial taxes imposed by a special district such as Metropolitan are subject fo approval by two-thicds of the
clegtorats yoting on the bhallet measues for guthorization.  Proposidon 26 applies o charges imposed ar
increased by local governments after the date of its approval.  Metropolilan helioves ils water rates and
charges are not taxes under Proposiion 20. -SDUWATs lawwsuil challenging the rates adopred by
Metropolitan in April 2012, part of which becamne ellective Junuary 1, 2013 and part of which became
cffective Tanuery 1, 2014, allesed that such rates violute Proposition 26, On April 24, 2014, a wrial court
decision stated such rates, effective in 2013 and 2014, violale Proposition 26, The trial cowt’s rulings,
including’the decision I:ha.L speum rates violale certuin laws, arc an‘appeal. (See “Litigation Challenging
- Rate Strucmr‘e "} '

Pl'nr}u:rsmuns 218 and 26 were adopted as measures thal qualificd for the ballot pursuant to the State’s
initiative process. From tme to dme, olher iniliaiive measares could he adopted or legislative messures
could be Approy e by {he Lepizlalure, which may plags limitations on the ability of Metropelilan or its
member agencies o ineTedse revenues or o inctease approprigtions.  Such measures may turther allect
Metropolitan’s abilily (o colleel laxes, ssscesments o {‘cLs and charges, which could have an effect on
Melropulitan's revemuss,

Preferential Rights =

Seclion 135 of the Act mves cach of Metropolitan®s member agencies a preferential amtitlement to
purchase a potiion of the. waler served by Metropolitan, based upen a ratic of all payments o lax
assessments amd otherwise, excepl purchases of water, made to Menopolitan by the member agency
cotnpared @ total pzﬁ'mentq made by all member agencies on tax assessments and atherwise sinec
Melropalitan was formad, except purchases of water. Ilistorically, these rights have nol been used in
allocating Mztropalitan’s water. The California Couit of Appeal has upheld Melropolitan's methodology for
- galcwlation of the respective member agencies® preferemtial tiylny under Seclion 135 of the Act. SDOWA's
litigation chaliengmg Metropolitan's water rates also challenpes Mettopoliun’s exclusion of payments for
exchange water from the calculation of SDCWA’s preferenlial right. ©n August 28, 2015, the trial court
nided-that SDCWA “is entifled to a judicial declumaion {a) ihat Mctropolitan’s current methl:!dologgf for
~calculating San Diego’s preferential righls vivlales Scelion 135 af the Meteopolitan Water District Act; and
(b} directing Metropolitan’ to include San [Hego's paymends for the transportation of water wrider the
Exchange Agreement in Metropolitan’s calculation of San Dicao’s preferential rights.™ This mling is subject
toappeal, Sée “Liliation Challenging Rate Staeture.” ' ' '

Litigation Challenging Ratc Struciure

SDCWA filed San Diege Cowmty Water Authoriny v Metropolisan Water District of Sowhers
Californic, of al. on June 11, 2000, The complaind allezss that the rates adopted by the Board on April 15,
20014, which became etfective January 1, 20011 wnd Janwary 1, 2012, misallocale certain State Water Contract
costs to the Sysfem Access Rate and the System Power Rale, and thus io charges for transportation of water,
. and that this results in an overcharge 1o SDOWA by a legdl $24.5 million por vear. The complaint alleges
that all State Water Projecl costs should be allocalid ingcad to Matropalitan®s Supply Rate, even theugh
under the Stafe Waler Conlract Malropolilan i billed separately for transportation, power and supply
costs. It states additionally that Metropolilan will overcharge S[CWA by another 5.4 million per year by
-tncluding the Water Stewardship Rate in wansportation charges. Fighe of Metropnlitan®s mamber agencies
(the Cities of Glendale, Los Angeles and Tomance, MW and Foothill, Las Yicgenes, Threg Valleys and
West Basin Municipal Water Dislriers) answered the complaint in support of Metropalitan, 1T joined the
Htigation in support of SDOWA’s challenge W Metropolitan's charges [or franspoetation of water, -but
withdrew and dismissed all claims against Metropolilan with pegjudics on October 30, 2013,

The compaint requested a court order mvalidating the rales wdopled April 13, 20140, and lha

Metropolitan e mandated to allocate costs associated with the Stae Waler Conlracl and 1he Waler
Stewardship Rate to water supply rates and not to lrmsportation rales. Rades o effee! i prior years are nol
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challenged in this lawsuit. Metropolitan contends that itg rates ave veagonzhle, equitably appartioned among
its member agencies and lawtul, and were adopted under a valid rale structure and cost ol service approsch
dereluped in a multi-year collaborative procass with its member agencics that was adopled in 2000 and has
been in place sinee 2003, Nevertheless. to the extant that a final court ruling invalidates Metropalitan's
 adopled rates, Metropulitan will be obligated to reconsider and-modify rates to comply with any final coust
* rulings related 1o Metropolitan's rares. While companents of the rate structure and costs may changs as a
resull . of amy Foal roling, Metropolitan expects that aggregate rates and charges would still recovor
- Metropalitan’s cost ol service. - As such, revenuess would not be affected. If Metropolitan’s rates are revised
in the mannst groposcd by SDOWA in the complaint, other member agencies may pay higher rates unless
other aclions arc 1aken by the Buoard,

SDOEWA Oled ita First Amended Peition for Wil of Mandute and Complaint on October 27, 2011,
adding five new claims o This liiigatun, two of which were eliminaled fom the case on January 4,
012, Tha theeo remaining aew claitos are for breach of the waler eschange ageement between
Metropolitan and SDCWA {degeribed horein under “MEITROPOLITAN'S WATHR SUPPLY-Colorado
River Aqueduct-Sale of Water by the Tmperiat Terigatton District w San 1Yicgo County Waler Awthorily™)
based an allegedly illegal rates; impraper exclugion of SDCWA's payments under thiz cxchange agresnonl
from calculation of BDCWA's preferential rights to purchase Meatropolitan supplies (sce “—Preforential
Fiphts™); and illegality of the “rate structure integrity” piovision in conservation and lncal rosources
incentive spresments between Metropeolitan and SDCWA,  The “fate structure intsgrity™ provision permits
ilie Board to lerminate incentives pavable under conservation and local resources incentive agreements
between Muetropolilun and 4 member agency due to certaln actions by the member apency to chatlenge the
- taes thal are 1he source of incentive payiments, 1o June 2011, Metropoliten’s Board authorized termination
of two ineintive agroements wilh SDCW A under the *rate slructurs Intewily™ provision in such agreements
alor S12CWA fled s initia) complaind challenzing Metropolitan's rates, SDOWA fled a Sscond Amended
* Petition For Wit of Mandate H‘nd Complainl on April 17, 2012, which cotwains addlhnnal wllegations but no
IFEW CHUSES of action,

On June 3, 2012, SDCWA filed 2 new lawsuit challanging the rates adopted by Metropolilan on
April 10, 2012 and effecttve on Jamaary 1, 2013 and Tamiay 1, 2004, See “Rare Strgefurs™ above and #
WWater Ratas” for o deseiption of Meteopolitan®s water rate structure and tha rates and charges adnp1cd 1]
April 1}, 2012, The complaint containg altagations similar to those in the Sccond Amended Petition for Wit
. of Mandate and Complaint and new allegations asserting that Metropolitan®s rates, adopted in April 2012,
- violate Propaosition 26, Ses “—California Baltat Tnitiatives” for a deseription of Proposition 26, Metropalitan
contends that its rates adopted on- April 10, 2012 are reasonzble, equitably appartiomed among its member
agencies and lawiul and were adopted under a valid rate structure and cost of service approach. Ten of
Metropolitan’s member agenciez (the eight wember agency parties to SDCWA’3 first lawsuit, Tiastorn
Municipal Water District and Western Municipal Water District of Riverside Countyd answercd the
complaint in support of Metropaolitan and 1D joined the litigation in support of SDCWA, Subsequently, TTD
dismissed alf claims willh prejudice in this second case too, and the City of (Hendale withdrew from bath
CHSES,

SDCWA filed a Third Amended Petition for Writ of Mandate and Complaint on January 23, 2013, to
add new allegations that Metopolitan™s rates adopted 1n April 2000 did ot meet the requirements of
Proposition 26, approved by Califemia voters in November 20110, The court granted Metropolitan’s moticn
1o strike allegations relating to Proposition 26 on March 29, 2013, expressly ruling that SDCWA may not
allege a violation of Proposition 26 in its challengs to the rates adopted in April 2010, This ruling does not
‘affect SDCWA’s separate challenige to Matropolitan's rates adopted in April 2012, which also includes
Proposition 26 allegations. On December 4, 2013, the court granted Matropalitan’s motion for summary
adjudication of .the ‘cause of action alleging illegality of the “rate struchire integrity® provision in
conservation and local rescurces incentive agreemeats, dismissing this claim in the first lawsuit.
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Trial of the first phase of both lawsuils hefore (he Buperior Courd of Califomia, County of San
Francisco (Case Mos. CPT-10-310830 and CPH-12-312466) concluded January 23. 2004, This phase
concuned the challenpes to Metropolitan's rates. On April 24, 2014, the rial courl dssved it “Slatement of
Tiecision on Rafe Selling Challenges,” determining that SDEWA prevailed on twe of ig claims and that
Mutrapolitan prevailed on the third claim. The trial court found that theie was nol sufficion svidencs m the
ademinisirglive record 1o support Metropolitan®s inclusion in its tranaporiation ratos. and honee i iy wheeling
rate, of 100 pereeni of (1) payments it makes to the California Department of Water Resoureos Mor 1he Stale
Water Projeet, o (2) the'cosly ingurred by Metropolitan for conservation and local warer supply development
programs reeovercd through the Water Stewardship Rate. The trial cowrt decizion sfated thal the Syslem
Access Rate, Svstom Power Rare, Water Stewardship Rate and wheeling rafz violate specificd siainies amd
© the commaon Jaw and such raleg elleclive in 2013 and 20 14 viotate Proposition 26, The teial court’s decision
was based on its conclusion that (hese rales are unlair to wheelers, The trial cowrt found that SDCWA failed
to prove its “dry-vear peaking™ claim Lthal Metropolitan’s rates do not adeguately account for variations in
member agency purchases.

SDCWA s claims asserting breach of the exchange agreement and misealeulation of preferential
rights wers fried in a second phase of the case whick concluded April 30, 2015, On August 28, 2015, the trial
court issued a final statement of decigion fur the second phase. The decision tound in favor of SDCWA on
buoth claims and that SDCWA is cntitled o conlreci damages o the amount of $188,295,602 plus
interest. On October 2 snd 30, 2015, the trial cour! granted SDCWA’s motion for prejudement interest at the
sladutory tate of 10 percent on these damages. The prejudament interest award {hrough entry of judgient is
$46,637,180. After entry of fudgment, post-judgment inferesl began acerving al Lhe statutory rate of 7
peteent. On Movember 18, 2015, the court issued the Final Judgmons and & Pereteplory Wit of Mandate in
the 2010 and 2012 SDOWA v, Metropolitan cases. On Tanoary 21, 2016, the {tial courl awatded $3320,084 in
costs to SDOWA, aller deducting mnounts based on Metropalitan’s motion, Oun March 24, 2016, the trial
court awarded $8.910,354 in attomeys’ fees to SDCWA, rejecting its demand Tor over $17.0 million.
Metropolitan filed a Nodies of Appesl of the Judgment and Writ in each nase, and SDOWA flod o Notice of
Crozs-Appeal of the court’s ruling on the rale siructurs integrity provision claim and the altornsys’ (ees
order. Appellate hricefing by the partiss was completed on October 28, 2016, No date for oral argument s
been set. Metropalitan is unable w assess av this Ume the likelihood of success of this litigation, inclyding
the appeal, or any futere ¢laims.

Due to SDOWA's litigation challenping Metropolitan’s rates, and porsuant to the exchange
agreement between Meteopalitan and SDCWA, as of December 31, 2016, Metrapolitan held $278.7 million
in # designated fund, the Txchange Agreement Set-Aside Fund. See “Tinancial Reserve Policy”™  Lhis
amount includes both SDCWA’s dispuled paymenis and inlerest sarned therson, which is based an the tale
earned by Metropolitan®s invesiroent portfolie. Amounts held pursuant to the exchange agrcomenl will
continue to azcumulate based on the guanlilies of exchange water that hfetropalitan provides fo STHW A and
the pavments disputed by SDOCWA, unill the liligation, including ell appenls, iz concluded. The amouns
hzld do not include the stamtery prejudimenl inlerest, posi-judgment interest, attornevs’ foes, or costs
awards, none of which the exchange agteement requires to be held,

in May 2014, SDCWA fled 4 new kiwsuit asserting essentially the samo rate claime and breach of
contract claim i conneetion with lhe Board's April 2014 rate adoption. Metropolitan filed il answer on
June 30, 2014 On February 9, 2015, pursuant to stipulation by the parties, the San Francizeo Superior Court
ordered that the casc be slayed. ‘The slay may be litted upon motion by any parts, On November 20, 2013,
SDCWA filed a motion 1o partially lill the stay. On December 21, 2015, the teial courl decided thal motion
and the case romaing stayed, Metropolitan is uneble to assess at this time the likelloud of success of this
case, any possible appoal or any luure claims.

On April 13, 2016, SDCWA filed 8 new Tawsauit that alleges all rales and charges tor 2017 and 2013
adopted by Matrapolitan’s Board on April 12, 2016 wiolate the California Conglitution, statules, and commaon
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law. The Petition for Writ of Mandate and Complaint asserts misallocation of cudls as alleged in the
pravious cases listed above and addifional elaims of over-collecion and misallocnion of costs and
procedural vielations, and states SDCWA Intends to amend 1o allege Tutther clains neluding breach of
conlract, loa claim letter dated May 2, 2016, SDCWA agserted thece broaches of the exchangn acresmend:
itv: sume breach alleped in the previous cases listed above, hreach of the sct-aside provision noted above, and
brewch of o provision concerning charactsrizing sxchange water for cortain purposes in the same manner s
lowad walet of ulher member arenciss, Od June 30, 2006, the nine member agencies that are interested
pavkics w the 2000, 2012, aud 2014 cuses filed answers to also join the 2016 case as interested partics in
support ol Metropoelitan,  On Ocober 27, 2010, SDCWA filed a Motion for Leave to Tile Amended
Complain alleging the same exchangre agreement breach alleged in the previous cases listed abowve and
breach of the set-aside provision noled above relaling o the manoer in which Metropolitan has set aside the
amaounts. The peaposed amended petiiow/eomplaint also requests g judicial declaralion that, if a judgment is
owed to SDCWA under the exchange agrecment, SIUWA will not be required to pay any porlion of that
juldgment, and requests a retend to SDOCWA of any amoont Mettopolitan has colfecled in excess of the
reascrabld costs of services provided or, afternatively, a reduciion n SDOCWAs [ulurs fes. On Seplember

- 27, 2016, the case was transierred to San TFrancizen Superior Cowrt, On November 14, 2016, pursuant
stipulation by the parties, the court erdered that the caze b staved pending Gnal reselulion of the appeals of
the 2010 and 2012 SDCWA v, Mefropolitan cases. Metropolitan is unable to assess ab this i the
likelihood of success of this case, amy possible appeal or any finture claima.

Oiher Revenue Scurces

Hydreelectric Power Recovery Revennes. Metropelitan has constructed 16 small hydroeleateic
plands on ils distbulion system, The plants are located in Los Angeles, Orange, Riverside and San Diego
Clotties al existing pregsore cotwrel situelures and other locations, The combined generating capacity of
these plants s approximalely 131 megawatts.  The total capital cost of the 16 facilities is approximately
1761 million, Sinee 2000, annial energy generalion sales revenues have runped berween $7.5 milllon and
nearly $29.6 million. Tnerey genoration sales rovenies were B85 million in fscal yeur 2014-15 and $7.5
- million in fiscal vear 2015-16. Low State Water Projeer supplies and roduced domands due o mandatory
conzervation resulted in diminizhed flows thorough Metropolilan®s pipelineg and by droclecioye power plants
and decreased revenues.

Tnvestricns fncome. Tn fiscal vears 2003-14, 2004-15, amd 2015- 16, Madropolilsn’s La.mmah_a oIy
investments, mcludmu adfustments for gains and Tosses and premitms and discounts, inefuding construciion
account and trust fund esrnings.. excluding gaing and losses oo swap torminations. on an accrual busiy
(audited) ware $21.2 million, $22.3 million, and $#9.4 million, respectively.

Tovesiment of Moners in Timds and Aceonniy

All moneys in any ‘of the fonds and accounts catablished purseant o Melropoltan®s walor revenue or
‘general obligation bond resoiutions -ars invested by the Treasuser in acenrdance with Mewopolitan®s
Statzment of Tnvestment Policy,  All Metropolitan funds asailable fin investment are currently investcd in
United States Treaswry and agancy sscurities, commarcial paper, negotiable certificates of depasit, hankers
accoptances, corparate notss, municipal bonds, asset-backed scourities, mortgage-backed secunities and the
California Local Agency Investment Fund (“LATF™). The LATT iz a volentary program ceeated by stalute as
an investment alternative for California’s local governments and special disteicts. LATF permits such loeal
agencies to participate in an imvestment portfolio, which mveﬂs billions of dollars, using the investmeny
cxpertize of the State Treasurer’s Office.

The Htatement of Investment Policy provides that in managing Metropolitan's invosiments, the
primary abjeetive shall be to safeguard the principal of the invested funds. The sceondaty abjective shall be
fo mead all liquidity requirements and the third ohjective shall be to aghieve a return on the invested lunds,
Alihough the Statement of Tnvestment Policy permits inyestments in some ‘asset-backed secwritics, e
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poetfislio does not inelude any of the special investment vehicles related to sub-prime morigages.  The
Hlatement of Tnvestment Policy allows Matropolitan to exceed the portfolio and simple fssuer limils for
puechases of California local agency securities when purchasing Metropolitin tendered bonds in conjunciion
with its self-liquidity program. Ses “METRCOPOLITAN EXPEMSESQutstuanding Senier Revenus Bonds
.and Senior Marity Obligations — Variable Rate and Swap Obligations” in this Appendix A, Mctropolitan®s
'c_:ur'rent investments comply with the Statement of Investment Policy.

_ J-ﬂ_;.s of December 31, 2016, the total market value (cash-basis) of all Belrapolitan Muuds was $1.37
* billicn, including bond reserves of $33.9 million. The market value of Metrapolilun’s mvesiteent port oo iy
subiject to market fluctuation and volafdity and generat economic condidons, Ower the ibree yracy ended

. . December 31, 2016, the market vilue of the monlh-end balsnce of Melropolifan’s investment portfidic

(excluding bond teserve fimds) averaged approximalely $1.23 billiow, The minimum montii-end balance of
Memopolitar’s investtnend portfolio {excluding bond teserve Tunds} during such period waz approximarely
$936.3 million on Augwst 31, 2016, See Fuolnole 3 10 Melropolilan's andited financial statements in
Appendix B [or wdditivnal infimtation on the invesimend porifolio, '

Medropolitan®s adminizirative codz téquircs' that {13 the Treasurer provide an annual Statement af
Investmentl Paolicy for approval by Motropelitan's Boaid, {23 the Treasurer provide a momthly investment
reporl {o the Board and the General Manager showing by fund the deseription, maturity date, yield, par, cost

ane curreut market valie of cach secwrity, and (3) the Ceneral Counsel review az to elizibility the securities

invested in by the Treasurer Tor that month and report his or her detecminations o the Board. The Board
approved the Staterment of Investment Policy for fiscal year 2006-17 oo Tune 14, 2016,

Subjeet to the piovisions of Metropolitan’s water reverue or general obligation bond resclutions,
obligations purchazed by the investment of bond procéeds in the various funds and accomnts established
pursuant to a bond resolution are deemed at a1l times to be a part of such funds and accounts and any income
realized from investmant of amounts on deposit in amy fund or account therein will be credited do such fund

. or account, The Treasurer is requirad to sell or present for redemption any investmends whenever if may be
necessary to do 5o 1 order fo provide moneys to meet tequired payments or wansfers Trom such Tunds and
accounts. For the purpose of delenmining al any siven ume the balioee in aty such Rinds, any such
fnvestments constituting a part of such fimds and accounts witl be valued af Lhe then cstimated or appraised
-market value of such invesimenls. '

All Investments, mcluding those authorvized by law from time o Wme for investments by public
agencies, sontain cerlain riskys, Such risks mclude, bub are nol lhniled 1w, & lower rale ol telor than Sxpeeicd
‘and loss or delayad receipt of principal. 'The sceurrence of these evenls wilh respect 1o atnounts held under
Matropolitun's water revenue or general oblipalion revenne bomd resolutions, of ober amounds held by
Metropolitan, could have a materful adverse effect on Melropolitan's finances,  Lhese isks may be
mitigated, but are not eliminated, by limitations dmposed on the porlfolic managemem process by
Metropolitan's Stalement of lovesinent Policy.

 The Statement of lovestment Policy requirss thal ibvesiments have o minimum credil raling of
“& [/PL{T1" for short-term securities and “A™ for longer-term securities at the time of purchase. 1F inmediate
liquidation of a security downgraded below these levels is not in the best interests of Metropolitan, the
Treasurer or investment manager, in consultation with an ad hoc committee made up of Lhe Chainnan of the
Board, the Chairman of the Finance and lnsurance Committee and the General Manager, and with the
concurrence of -the Genersl Counsef, may dispose of the securily in an orderly and prudent mammer
considering the circumstances, under terms and conditions approved by a majority of the members of such ad
- hoc committes. The Treasursr is required to include a description of any securities that have been
dorwngraded balow Investment srade and the status of their disposition in the Treasurer’s monthly report.
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The Statement of Tnvestmend Policy alse I the amount of sscurities thal can be purchaszed by
catcgory, as well as by issuer, and probibils inveslments thal con result n e inlerest income,
Metropolitan®s seewritics are sctited on a delivery versas puyment basis and are held by an independent third-
party custedian,  See APPONDIX B—THE METROPOLITAN WATTER DISTRICT OF SOUTHERN

- CALIPGRNIA INDEPESDENT ATDITOR'S REPORT ANTY BASIC FINANCTAL STATEMENTS FOR
FISCAL YEARS ENDED IUNE 30, 2006 ANWTY JUINYE 50, 2015 AND BASIC FINANCIAL
STATEMENTES FOIL TTIE 81X RMOWTIIS CNDED DUECEMBTR 37, 2006 AN 2015 (ITNATIDITTIN For
d deseription of Metropolitan’s investmeants at Saptember 30, 2016,

Metropolitan retains two outside investment firms to manage the lmmg-torm partion of Matropolilan®s
porilolie. The outside numagers are required to adhers o dMetropolitan’s Statement of Tnvestiment Policy.
Av ol December 31, 2016, such manueers ware managing approximateiy $342.3 willion in investmants on
boball of Metropolilan, Meltopelitan’s Statemnent of Investmant Policy may be changed at any time by the
Buard (subject lo Staig law provisions relating to authorized investments). There can be no assurance that
the Srade law andfor the Stalement of lveshnent Policy will not be amended in the future to allow for
investments that aes currently ool pertuilizd woder Suale lawe or the Statement of Investmenl Policy, or that
the ohjectives of Metropalitan with reapect to inasrienis or i investment holdings al any poind in dme will
nat change.

METROPOLITAN EXPEMNSES
{zeneial

. The tollowing table setz forth 2 summary of Metropolitan’s cxpenszs, by major function, for the e

" vears ended June 30, 2016. The table provides cash basis information for fiscal year 2012, and modifed
accrual basiz ‘information for fiscal yearz 2013-2014. Al information js unaudited. Txpenses of
Eetropolitan tor the fiscal vears ended Juns 34, 2016 and June 34, 2013, on an accrual bazis, are zshawn in
APPENDIX B—FTHE METROPOLITAM WATER DISTRICT OF SOUTITERN CALITORNIA
[KDEPENDENT AUDITOR'S REPORT AND BASIC FINANCIAT STATEMENTS [OR [TSCAL

SYEARS ENDED JUNE 30, 2016 ANLY JUNE 39, 20153 AND BASIC FINANCLAL STPLI‘EMENTS 'oR
THE S1X MON I'HS EMNIIELD J]J—(b!»leL{ 31, 2016 AND 2015 (UNALBITED

SUMAMARY OF EXPENSLES
Fiscal Yezrs Ended June 30
{Dollars in Millipns)
. : 2012 2413 2414 - 2015 016
Operalion and Maintenanee Coststt : S$425 8436 $£312  §o97 % 799

Total State Water Project® 536 450 465 436 312
Total Debl Service ) 323 339 384 303 332
L{matru{,uun Disbursetents fom Rev enuear 44 53 117 210 273
Other™ 3 5 & 7 f

Total Disbursements (het of reimbirsemenls} $1.33 $1.335 $1484  BL633 §lL4922

Sowrce! Melropoditan, :

(17 lnctedes operation aud maimensnes, debt admindsteation, conscrvation and lossl resourse programs, CRA poscr, and woer
supply expenses, For fiscal vears 2014-15 and 2015-14, ineludes 142 millics, and $222 million, respoctively, of censervation
prajacts fundod from teansfiers from the Water danazemsent Fund.

(21 Insludes both aperating and capits] cxpense porions.

(31 At the discretion of the Boand, in aoy given vean, Moopolitan nasy inersase o deemsase Funding available for sonstuction

- dishurzeraents 0 be paid Hoem revenues. Inelndes $ 1080 willion Sy acyuiting propertiss = Riverside and Impscisl Countics,
fumded By R160 tillion ram ke Replacemen) and Belurhishment Tund Reserves. Ties nal includs expendilures af bong
progegads, ]

(4% Toelydes aperaling equiprment.






Revenne Bond Indebtedness and (fher Obligations

_ As of February 1, 2017, Metropolitan had total outstending indebteduess, secuted by a lien o Nev

Operating Revenues, of $4.49 billion. This indebtedness iz comprised of 54.06 billion walcr revenue bands,
(zsued under the Senior Debt Resolutions (defined below), which includes $3.01 Billion fixed rate revenue
boads, and $1.04 billion variable rule revenue honds; $250.0 million Shorl=)'erm Revolying Credit Tacilities,
which pay a variable rate, and are on parity with. the senior len waler revenne bonds: $175.0 miliion
subordinate waler revenoe bonds ssued under the Subordinate Debi Resolhutioas (defined belosw), which pay
a variable rale; and 98.6 million Slate of Callkimis Rovolying Fund Toan, on parity with the subordinate
water revenus bomils, in addilion, Melropolilim hiss $493.6 million of fixed-payor intorest rate swaps which
provides i fxed itdercal rate bedge woa equivalent amound of variable rate debt. Metropolitan’s revenue
bunds and other revonu phligations are more fudly deseribed in thiz section below,

Limituﬁuus on Additionat Revenue Bonds

Resolulion $329, adopled by Medropalitan's Boeard on Tuly 9, 1991, ag amended and aupplemented
{collectively wilth all such supplemental resolutions, the “Seninr Debt Resolutions™), provides for the
dsguance of Metrapolitan’s senior lien water revenue bonds. The Senior Debt Resolutions establish
limitaticons on the fzsuance af additional obligations payable from Net Operating Revenues. Under the
Senjor Tebt Resolutions, no additional bonds, notea or other evidences of indsbtedness payable ot of
Operating Revenues may be issued having any priority in payment of principal, redemption premium, if any,
_or interest over any water revenus bonds authorized by the Senior Debt Resolutions (“Senior Revenue
Bonds™) or other obligations of Metropolitan having a lien and charge upon, or being payalle from, the Netl
Operating Revanues on parity with such Senior Revenus Bonds {*Senior Parity Olligadons™). No addilional
Senior Revenue Bonds or Senior Parity Obligations may be issved or meorred unless the eondilions af the
Senicr Debt Resolutions have been salisfied.

Resolution #199, adopled by Metropolila’s Bourd on March 8, 20146, a4 amended and supplemasnted
- (collectively with all such supplemental resolulions, e “Subortdinade Dehr Resalutions,” and waether with
the Senior Debt Resolulions, the “Hevenus Boud Resolulions™), provides for the issnance of Metropolitan'a
suburdinate waler revetue bonds and other ohligations sceured by a pledac of Wet Operating Revanues that
1w subordinale o the pledge secuning Senior Rovenue Bonds and Senior Paity Obligatioas. The Subordinate
Debd Resoluiiony eslablish lmitations on the izsuanee of additional ohligationa pagable from Net Operating
" Revenues. Under the Subordinas Debl Resolutions, with the exception of Senior Revenus Bonds and Senior
Parily Obligations, ne additional bonds, notes or other evidences of indabtedness payable out of Operating
- Revenued may be lssued baving angy prictily in payrent of peincipal, redemption premium, i any, or intarest
over dily subordinale swarer revemue bonds authorized by the Subordinate Debt Resolutions {“Subordinate
Revonue Bamds™ and, fogether with Senior Revenue Bonds, “Revenue Bonds™) or othsr obligations of
Melropolifan having a Hen and charae upon, or being pavable from, the Not Operating Revanues on parity
wilh the Subordinar: Reverie Bonds (“Suahordinate Parity Ohlipations™). No additional Subordinate
Bevenoe Bends or Subardinate Pasity Obligations may be issucd or incurred unless the conditions of the
Subardinate Tebt Resalutions have been satisfizd,

The laws governing Meltopolilan®s ability o lsaue water revenue bonds currently provide e

additional limitalions oo indebledacss that inay ke incurred by Metrapolitarn, The Act provides far a limit on-

peneral obligmion bonds, water tevenue bonds and other evidaness of indebtedness al 15 poreent of 1he
assegsed value of all taxable propory within Motropalitan®s service arsa,  Ag of Febroary 1, 2017,
outstunding gensral obligation bonds, waler revenue bonds and other evidences of indehtednoss in the
" amount of $4.58 billion represented approximately 018 pereoend of the fiscal yoar 2016-17 taxable assesged
valudion of $2,583 billion, The second limitacion undet the Act specifics that no revenue bands may be
fssued, excepl for the purpose of relunding, vnless ihe amown of nel assels of Meltopolitan as shown on ils
balance sheel as of the end of the last fiscal vear prior to the dssuance of such bonds, equals ac lsust 100
percenl of e aggregals amount of revenue bonds oulstanding Gollawing the issuapee of such bonds. The nel
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assets of Metropolitan at June 30, 2016 were $6.68 billion. The apgregate amount of revenue bonds
outstanding as of Fehruary 1, 2017 was $4.23 billkon, The limilalion does not apply to other forms of
finaneing available to Metropolitan. Audited financial stalamants including the nel assels of Metropaolilan as
of June 30, 2016 and June 30, 2013, reapactively, arc shown in APPENDLX B—"THE METROPOLITAN
WATER DISTRICT OF SOUTHERN CALITORNIA TNDEPENENINT AUMNTOR'S REPORT AND
BASIC FINANCIAL STATEMENTS T'OR TTSCAL YTARS TENTITID TUNE 30, 2005 AN Y JUNE 34, 2014
ANIY BASLC FINANCIAL STATEMENTS FOR TIC 81X WONTHS TWDED THCERMBTIR 31, 2016
AN S {UNAUDTEIN? '

Beltopolilan provides no assurance that the Act’s limitations on indehiedness will nol be ievised ot
remsreedd by Tudure legislation, Limitalions under the Revenue Bond Resolutions respecting the issuance of
additional obligations payable fom Net Operating Revanues on parity with the Senior Revenue Bonds and
Suboridinate Revenue Bands of Melropolitun will remain in effect so long as any Senior Revenue Bonds and
Subardinate Hevenne Honds awlboriced pursismi 1o the Revenve Boad Resolutions are outstanding, provided
hewever, that the Heverue Bond Resoluliond are subject 1o ainendment and supplement in sccordance with
their terms.

Variable Rate Exposuers Folicy

Asg of February 1, 2007, Metropolitan had oolslanding $1.30 billion of varable rate obligations
issued under the Senior Debt Resolutions, including variable rale Scnior Revenue Bonds {described vnder “—
Outsisnding Senior Revenue Bonds and Sentor Parity Obligations— Variuhle Rade und Swap Obliprations™)
and Semior Parity Obligations incurred pursuant to Short-Term Revolving Credic Facilitics {deseribed under
“wOytslanding Senior Revenues Bonds and Senior Parity Obligations—Senior Parily Obligations—Shori-1erm
Revolving Credil Facilities” below). In addition, as of February 1, 2017, all of Metropolitan’s $175 million
of oulzlanding Subordinale Revenue Bonds issued under the Subordinate Debt Rasolutions were variable ratz
abligalions  (described  under % Oulstanding  Subordinate Revenue Bonds and  Subordinate  Paricy
Ol Egatinns—f-}_l,llmrditléﬂf: Revenue Bonds™ below,

Ag af Felwoary T, 2017, of Melropolitm’s $1.47 billion of variable rate obligations, $493.6 million
of such variable rate demand abligations are drcawed by Mewropolilan as lxed rate debt, by virtue of interest
rata sweap agreementd (deseribed under “—Oulstanding Seaior Revenue Bonds and Semior Parity Obligations—
Variable Rate and Swap Obligations—Inicresl Rale Swap {ransucliony™), for the purpose of caleulating debt
service reguirctients, The temaining $974.7 million of variable rae oblipations represent approximarely
21.7 percent of total putstanding water revenue secured indehledness (ineluding Senior Revenve Bonds und
Senior Parity Debt and Subordinate Revenue Baonds and Subordinale 13ebly, as of February 1, 2017,

Metropolitan®s variable raie caposute poliey teguires that variable rate debt be managed to limit net
indeirest enst inereages within & Raeal year as a tesul of inferest rule chungres to no more than $3 million. Tn
addition, the maximuwm ameount of variable inforesl rabe exposure (exeloding variable rale bonds associated
with intarest rate awap agreements) is limied to 40 percont of folal culstanding waler revenue bond debr,
Variable rate debt capacity will he reevaluated a8 inlerest rafes change sod mapaged within these puramelars.,

Cuistanding Senior Revenie Honds and Senjav Pavily Ghligetions

Senior Revenve Bonds |

The waler tevenue bomds issued under the Senior Dely Resolutions outstanding as of February f,
2017, ave sel [orlh balow:
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Frinvipal

o Name of Issue Cutstanding,
Waler Reyenue Relmding Ronds, 1997 Saries A ’ $ TSRO0
CWaler Revenue Bends, 2000 Aulharization, Seeies 1330 : 88,800,094
Waler Revenue Beauls, 2006 Anthorization, Saries A : . M5, 004
© Water Revenne Refunding Boods, 2008 Serics 1b h ' |13 R399
CWaler Reveune Refunding Bonds, 2008 Savies © 2T 255 180
Watcr Revenue Bondz, 2008 AuMarizaiion, Seves 4 - 174, 334040808
water Revemue Bofinding Boads, 2009 Sevivs A-200 103, THILA
Waler Revenue Relniding Fuids, 2006 Series T . 100, UL
Waler Revene Relunding Thowds, 2008 Series O _ . 1,165,000
Vuler Revenie Bonds, 2008 Autharizacicn, Saries 13 h ’ [T, 360, 06060
Waler Revenne Bones, 2008 Antharizavien, Series O35 T8, 385,000
Woler Kevenne Bongds, 2008 Anthorization, Scrics 130! _ 230,10
Water levenue Mefinding Bonds, 2HW Scrics 1 : . STk IHIS {100
Water Revenne Refunding Rowds, 2001 Serics T 2,715,000
Wter Revenae Fonds, 2010 Authoriatizn, Sefies 415 2315, LHH_260)
Waler Ruvenue Relunding Bunda, 2010 Series 13 ¥4,325,000
Water Revente [Relunding Oeads, 2017 Hevies A-1tl _ 35,4000
Futer Revenne lefonding Bonds, H111 Series A-2 A0 924,000
Wter Beverme Refimding Bends, 2011 Serizs A3 fid, 31,4000
Water Kevemme Refimding Bonds, 2011 Scrics A0 . ) 45020000
Wator Rovenus Refunding Bovde, 2011 Sedex B o 3. 0R0, 4600
Water Reverme Relumding Bonds, 2061 Serizu C 147,435 401
Whater Rivermue Relunding Tanda, 2012 Series 4 181,150,000
Water Revenise Relfunding Bonda, 2012 Series U-1 sod B200 08,585,000
Water Revenue Ketiuxling Bongds, 2017 Series O - . 175,435,000
Water Kevenus Ketinding Bonds, 2012 Serles o 50,335,000
Watar Buvsnus Refonding Bonds, 2013 Seriss G _ _ 11 LR 400
- %pecial Varabte Rate Water Fovemme Befunding Bowds, 2073 Sarjus T : A7 345 000
Spoeial Varible Rale Wier Revenoe Belunding Ronds, 2007 Sedes 70 11K, 214 0
 Wader Bevenuys Relnding Bonds, 2004 Serias A : - Us uas 000
W ater Revanua Retuncing Liangls. 2014 Serias B . 140,573,000
Waler Revanua Kefuncdine Boncls, 2014 Series C-1-C-3 . 30,335,000
Special ¥ariable Wats Water Revenue Refonding Bonds, 2014 Sories [ 38,145,000
Water ovenus Refundinge Bonds, 201 Series B : B0, D
Wator Fovenue Relmnding Ronds, 2014 Seney £6-2-03-5 . A3 7R (0
Spoeial Vadable Rule Waier Revenue Reluniding Ripnds, 2015 Ssries A-F and &.200 THEE, S0, 000
Waler Revenye Bomds, 2015 Avlluticlion, Series A . - 28,255 000
Wiler Bevenns Ralunding Donds, 2076 Saries A 239 455 0k
Speciyl Vaziahle Rale Water Reverue Refunding Bends, 2016 Saries B-1 and 1820 1403 470 0okt
Totr! _ . £4,035,000,0(H}

Soarca: Mah apalitan,
L Onpsandivng vamialale thie ahlisaticn.
0 Thaignaled-es “Ruill Ametica Boods™ pursiant u the Ameticen Recovery and Rainvestioenl Acl ol 2004,

Variahh Eate and Swap Obligations

As of Tebruary 1, 2017, Metropolitan had outstanding 51.34 billion of variable rate obligations
igsued under the Senior Debt Resolutions, including varinble rate Senior Revenue Bonds {describad under
thiz caption “~Variable Rate and Swap -Obligations™) and Senicr Parity Obligations incwred pursuant to
Jhort-Term Revolving Credit Tacilities {described under “~Shot-Term Revalving Credit Facilities” below).

The outstanding variable rate Senlor Revenue Bonds inelude bonds bearing interest in the Tndex
Mode or Flexible Tndex Maode {the “Tndex Tender Bonds™), special variable rate honds inltially designated as
aeli-liquidity bonds (the “Self-Liquidity Bonds™} and variable rate demand obligations supported by standhy
bomd puechase agrsements between Metropolitan and various liguidity providers.

Indey fender Bonds. The Tndex Tender Bands have substamially similar terns and condilions;
however, lhe mandatary tender dates and related tender periods for the Index Tenddr Bonds may differ, Lhe
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Indax Tender Bonds bear inlercat al & tate Ual Oucluates weekly based on the SIFMA Municipal Swap Index
published weckly by Municipal Matke! Pala plus o spread.  The Index Tender Bonds outstanding as of
February 1, 2007, are summarized in the following tabie;

Iadex Teader Bonds

Exrigrimal - Nexi Scheduied
: Principal Mandatory :

Series Date af Tssoance © Asmauni Fesused) Tender Duke Baturity Date
2009 A a2, 2009 5167 180,000 Fly 14, 2417 duly 1, 2030
2010 A1 T Tune 2, 2| Bd 302 101 Jube 16,2017 - Tuly 1, 2036
2L AT JuneZ, 201 44 024 1) Dlarch 27, 2018 July 1,2030
2T A5 Tume 2, 2011 6,300,000 July 18, 2017 July 1, 2036
2N A=A : Jine 2, 201 42,920,000 Darch 27,2018 July L, 2036
2012B-1 April 27,2012 - 48,295,000 bdarch 27, 2018 July 1, 2027
2012 B-2- ~April 27,2012 49296000 Iarch 27, 2018 July 1, 2027
13N Ril2, 2013 104 820,000 June 5, 2017 July 1, 2630

Tetal ' £536,030,000 ' :

'i'mar'ce. Miegropeliton,

(13 Flexible Tudsx Mcu-:lc Bonds, ‘Lhe rerms angd conditions of Flexible [ndex Mode Bonds are subsluntiolly similar o Tades ‘l.-hd:
Bonds cxecpt that cach tonder p-.,_rmd may oot cxeoed 270 dava.

T]m Tndex, Tender Bonds are subjeet to mandatory tender wnder eerlain efreumstances, meluding on
- cartain scheduled mandatory tender dates (unless earlier remarketed or otherwize relired).  Metropolit
anticipates that it will pay the purchasze price of tendered Tndex Tonder Bondg [rom the proceeds of
rematketing such Index Tander Bonds or from other available funds. Metrapolitan's obligation to pay the
- purchase price of any tendered Index Tender Ronds is an unsecurved. spacial limited obligation of
Ietropolitan payvable frorn Nel Operating Revenues, Turchase price pavments of Tndex Tender Bonds are
subordingte 10 both the Senior Revenue Bonds and Senior Marity Obligations and to the Subardinate Revenus
Bonds and Subordinste Parity Qbligalions, Metropolitan has oot secured any liquidity facility or latter of
eredil 1o supporl the payinenl of the poghase price of lndex Tender Bonds in commaction with o scheduled
mumdatory Lender, 1 the purchase price of the Index Tender Bonds of any Series is not peid from the
provesds of retmsthelitye o other lunds following o schedulad mundstory tender, such Index Tender Bonds
then will bear intercal al a delunll rale of up 1o 12 percent per annum vatl purchased by hMatropolitan or
redecingd, Fallure o pay ibe putebase price of @ series of lndes Tender Bonds on 2 scheduled mandatory
tender dale i3 & default under the relaled paying agent sfreemenl, upon the occurrence and continuance of
wlhich & majorily W aggrogae principal arsounl of the vwners of such series of Index Tender Bonds may
gloct o bondholders’ commiltes o oxereise vighlg and powoers of such owners under such paving agenr
apreemai, Failure to pay the purchase pries of g series of Tndex Tender Bonds ob-a scheduled mandatory
jender date is not a default under the Senioc Tieht Resolglions. T€ the purchase price of the Tndex Lender
Buonds of any scrics is not pald an a scheduled mandatory tender date, such wdes Dender Bonds will also be
subject to special mandatory redemption, in part, 18, 36 and 54 months fotlosiing 1he purchase delauli. Any
such special mandalary redemption payment will consttule an obligation parable an parily with the Senior
- Revenur Bonds and Scnior Parity Obligationg and seodor 1o the Subardingle Roevenue Bonds amd Subordinate
Parily Obligationa,

Seff-Liguidity Bonds. As of Fehruary 1, 2017, Metropolitan bad S314.8 million of culstanding Seli-
Liguidity Bonds issued under the Sonior Debit Resolwions. The Sell-Liguidity Bonds wre subject to optional
tender wpon seven days” nedice by the owners thereol and mandatory lender ypon specilied evems,
Metropolilen is ittovocsably committed 1w purehase all SclFLiquidity Bonds lendered pursuanl to amy
optiondl or mandalocy tender to the exient that remarketing proceads are ingullicient therefor and no sandby
bond purchase agreement or other ligquidily Geility i o elleed. Meltopalilan's oligation (o pay the purchase
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price of any tendered Self-)iquidily Bonds iz an unsecurcd, special limited obligatfon of Meteopalitan
payable trom Net Operaling Revenues. Purchasze price payments of Self-Liquidity Bonds are subardinate 1o
both the Senior Reévenue Ronds and Senior Parity Obigations and to Lhe Subordinate Revenue Boods and
Subordinate Parity Oblizations,  In addition, Metropolitan’s invesiment policy permits it to purchase
temdered Salf-Liquidity Bonds a3 an jovesiment for itz investment porfolio (orher tham from amounts in fs
mvestment portfolie consisting of bomd reserve fumds).  Thus, while Metropolitan is only obligated o
purchise lendered Self:Liquidity Bonds fum Net Operating Revenues, i may use the cash and Investiments
if ilg investment portfolio (other thart amaunls in its investment portfalic cotsisiing of bond reserve funds
and ameunts posted as collateral with inlerest rate swap counterpartics ws described below) to purchase
ferudered Self-Liquidity Bonds. Metropoliian has not secured any Tiquidily Gacifily or leter of credit to pay
the purchass price of any tendered Self-Tiquidity Bonds; however, Mermpnlu&n has endered into 4 Revolving
Credil A gm.meni {as described below) pursuani (o which it may male horrow inges for e putpoze of paying
- the purchase price of Seli-Liquidity Bonds. Sce “—Senior Parity Obligations — Wells Fargo Revolving Credit
Agreement.” Fallure W pay the purchase price of Sali~Liguidity Bonds upon optionat of mandaiery lender is
not a defaull under e reluted paying agent agrecment or a default under the Seniar Telt Resolulions,

The following wuble lists the outstanding Seli=liquidily Bonds as of Tebruary 1, 2017

Self-Liguidity Bonds

Principal
Name of Tegue - COhtstanding
Special Variable Rals Waler Revenve Refunding Bonds, 2013 Series D 5 H7.445 000
Speeial Variahle Rate Water Revenue Relunding Podds, 2014 Series Iy~ IRA63,000
Special Variable Rate Water Rﬂ‘s’l..-l‘lLlu Refunding Bonds, 2013 Sericy A-1 dnd A2 188.900.000
- Tutal _ B314.810,000

Source! Metropadiiar

Ldguidity Supported Bonds. The inlerest maes for Metrapolitan®s other varlable rate demand
obligations issucd under the Senior Debt Kesolulions, lotaling $192.5 mitlion as of February 1, 2017, arc
tesct on a daily busis, Such variable rate demand obligitions are supported Iy Huandby Bond Furchaze
Agrecrents-hetwaoen Melropoelitan and liquidity prerviders thal provide for purchase of variable rale bonds by
the applicable liguidily provider upon tender of such variable rate bonds amd a failed remarketing.
Metropolitan has secured ils obigation to repay principal and interest advanerd under the Standby Dond
Purchase Agreemenls ag Semor Parity Obligations. A decline in the creditworthiness of u Hquidity provider
will Tikely result in an increase in the intersst rate of the applicable variable rate bonds, a9 well as an increase
In the risk of a failed remarketing of such tendercd varfuble rate bonds, Variable cale bonds purchased by a
liquidity provider bear interest at a significantly higher inkerest rate and Meiropoliun’s chligation to
reimburse the ligmidity provider may convert the torm of e variable rate bonds purehased by the Hquidity
provider into a tor loen amortizable under the terms of the current liquidity facilities over s period of up to
three years, depending on the applicable liquidity facilily,

The follewing table lists the liquidity providers, the expiration date of cach [wility and the principal
amount of putstanding variable rate demand obligations covered under each facilicy as of February [, 2017,
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Liquidity Tacilities and Fxpiralion Dales

Prineipal : Faeility
_... Adguidity Provider Bond Issue Cuislanding Expiration
Wells, F'irgu:r Fnnk, N.A. 2000 Authorizaion Serics B-3 5 B8.800.000 April 2017
T.andeshank Hessen- '
Thuringen Girowenimle
[ Helabu) 2006 Sevies B-1 and Series B2 5 LS 670000 Seplamber 2019
" Fotai S1U2,A70000

Sueree: i,

(11 olmopolitga expeats w mplace such quidity facility prior o its expiration dave,

Interest Rete Swap Transactivas. By resohtion adopled on Seplombor 11, 2001, Medropolitan’s
Board authorized the execution of intereat rate swap transactions and relaled ameenents In accordance wilh a
masler swap policy, which was subsequently amended by rozolutions adopted on Julv 14, 2009 and My 11,
20, Metropulitan may execute intarest rate swaps if the transaction can be expected to redues exposire Lo
changes i inlerest rates on a particular financial tansaction or in the management of interest rate sk
detived from Metropolitan’s overall assetliability balance, result in a lower net cost of borrowing or achicve
a higler net rate of relurn on investments made io connection with or incidental to the issuance, incurring or
catiying of Melropalina’s oblizatdons of investinents, or manage variable interest rate exposure consistent
with predent debt pracives and Board-upproved guidelines. The Chief Financial Cfticer reports to the
Finance and Tnaueanes Commmnities of Malropolilun's Board sach quarter on outstanding swap transactions,
- including notional amounts ml[‘iLandmg, colderpatly exposures and Lemlumuun valugs based on then-
existing markst conditions.

Metropolitan currently has one type of inlerest rale swap, relomed 1o in Lhe able below as “Fiued
Payor Swaps.” Under this tvpe of swap, Metropalifan recetves paymends thial are cialewlated by reference 1o a
Hoating interast rate and makes payments that are calenlatad by refercnes 1o g fxed interes rals,

Metropolitan’s obligations to malke regularly scheduled net payments under the terma of the olerest
rate swap apgreemsnts are pavable on & parity with the Scnior Parity Obligations.  Terminalion payments
under the 2002A and 20021 interest rate swap agreements would be pavable on a parily with the Senior
Parity Obligations, Termination payments under all other intarsst rate swap agreements would be on parity
with the Subordinats Parity Ohligations,

The following swap transactions were cutstanding as of February 1, 24017:
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FIXTD PAYOR SWWATS:

Muticosl Fixetd
. " Amount . - Tayor MW Klatarily
Degigoatien - Ouigtanding Swap Counlerpsrly . . Rets . Reoeives Date -
20024 FTREIBAU0 © Worgan Stantey Capital Services, Ine,  3.300% 57.74%ofone-  TE202S
: : - moenth LIBOE
2021 38371600 MPMorgan Chase Baok ' 3300 57.74% of one- T2025
T - ' : : month LIBOW '
2003 158,547,500  Wells Fargo Hank _ 3257 61.20% ofone- T L2050
B T _ mouth LIBOE.
2005 158,597,300 IPMorgan Chase Bauk ' 3257 6 1.20% ol one- T30
maonth LIBGK
T C 7,760,500 Morgan Manley Capital Rarvices, Tng, 2080 &1.35% of pne- L3 172029
.. ] ] moualh LIBOR
TR C 6,349,500 - Ciligroup Linancial Products, Ing. 2980 61.55% ef one- 10412025
. maonth T.IRONK
2005 29,057,500 TFMorgan Chase Banlk 3360 0% of 3- T2
. month LTER
2005, 20057 500 Eiligroup Fingneial Products, Inc. 3.300 0% of 3 TR}
) : montl LIBOR
‘Tolal | $493,630,000 '

Sowrce: Wetrmotlios.

These imleresl rate swap agresments entail risk to Metropolitan, The counterparty may fail o he
unable o perlort, inleresi rales tauy vary from sssumplions, Metropolitan may be required to post coliateral
i favar of ils counlerparlies and Melropolitia may be required to make signiticant payments in the event of
am early lemnimulion of an inleresd rale swap. Metropolitan believes that if such an event were to ocour, it
wollld net have actaderial adverse dmpacl on ils. Onancial position.  2etropolitan seeks to manage
aniwtierparty tish by diversilying its swap coutlerpurliss, Hmiting. exposure to any one counterparty,
requiring collateralivalion ot olhae credl! enhancetmenl 10 secure swap payment obligations, and by requiring
- minimum credit ratiog levels, Tnitially swap counterparlies musl be rated at least “Aa3” or “As-”, or
Cenuivalent by any twa of the nationalfy recogng zed eredit taling agencies; or use o “AAA” subsidiary as rated
by ax Teast ooc nalionally vceogaived credil tathye agency. Shoold the credit rating of an existing swap
counterparty drop helow the required Teyels, Malropolivan may enler inke additional swaps if those swaps are
- “offsatting™ and visk-reducing swaps. Tach counderpariy is initfally reguired o bave minimum capitalization
of at least $150 miltion, See Note-5(f} in APPENTIN B—1HE METROPOLITAN WATER DISTRICT OT
BOUTHERY CALIFORNTA  INTDHPENIZENT AUDITOR'S REPORT AND BASIC TINANCIAT,
STATEMENTS FOR FISCAT, YREARS ENDEY JUNE 3, 2006 AND JUNE 30, 2015 AND BASIC
TINANCTAT STATEMINTS FOR THE SIX RMONIHS ERDED DECEMBER 31, 2016 AND 2013
(UNAUDITED),

Farly termination of an interost rale swap agreement could occur due to o default by either party or
the pecureense of & termination cyent. As of December 31, 2016, Metropolitan would have been required to
pay tn ity counterpartics ferminglion paymends i some of its swaps were terminated on that date,
Melrapolitan’s et expasiee o i3 counderparliss For ull such termioation payvments on that date was
approximately S75.3 million,  Metopolilan dogs notl presently amticipate emly termination of any of it
interest rare swap agreoments duc o defaull by eilher party or the ocourrence of a termination even,
Howeyer, offective June 28, 2012, Mewapolilan exercived optional early termination provisions to terminats
all or a postion of cortain inlerest rale swap aureemenls totaling a notional amount of $322 million. Tffectve
February 12, 2004, Merropolitan cxetcised oplional early termination provisions to terminate a portion of
carain interest rale swap ageeements, olaling 4 nolienal ameunt of $147 million.  Effective Tuly 29, M)114,
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Metropolitan optionally {etwinaled porlions of cerlain inlerest rate swap agreements totaling & notional
amount of $163 million.

Metropolitan is reguited o post collaleral in favor of a counterparty Lo the extent that Metropolitan's
* total exposure for termination payments e that comnerparly cxceeds the Lthreshold specitied in the applicable
swap agreement. Conversely, the counterpartics dro rogquited o reloase collwieral Lo Mewropolitan or paost

collateral for the benefit of Metrapolitan as market conditioms becotre favorable o Metropolitan,  As of

Diecamber 31, 2016, Metropolitan had ne collateral posted with any counlemparty,  The Alghest, month-end,
amount of collateral posted was $36.8 million, on Tune 30, 2002, which was based oh an oulstanding swap
notional ammount of 1.4 billiorn, The amowat of required eollateral varies from time 1w ime due primaily 1o
Dileresl rave movements and cen change significantly over & shoet parind of time. Sce “METROPOLITAN
BEVENUES-Fhuncial Reserve Palicy™ in this Appendix A, Tn the futore, Metropalitan may be required o
rost addilionsl collateral; or may be entitied to a reduction or retuen of the required collateral amount,
Collateral deposiled by Metropolitan is held by the counterparties; a banlkruptey of any counterparty holding
collategal posled by Melropolitan could adversely affect the retun of the collateral to “Wetropobitan.
Morcowver, posting collateral limils Metropolitan’s liguidily, [f collateral requirements incrense significantly,
" Metropolitan's " liquidity may be materdally adversely aﬂ[‘e:,lled bee “METROPOLITAN R_E"-.*ENLE.S—
Finarcial Rcm e Policy™ i (s x’\ppﬂndn A

Term Belode oy

Az of Febroary 1, 2017, Metopolitan had ouwslanding $73.6 million of Senior Revenue Bonds
bearing interast in a term mode, comprised of $30.3 million of 2014 Series C Bonds in three series, and $43.3
million of 2014 Series G in four serics {eollectively, the “Term Mods Bonds™), The Tems Mode Bonds
initially bear imterest at a fixed rate for a specitied period from their date of issuance, afier which there shall
b detarmmed a new interest mode for each series (which may be anather term mode, a daily maode, a waekly
mods, 8 short-ternl mode or an index mode) or the Term Mode Bonds may be converted to beay fixed interest
rales {hrough the matorily date thereof. The owners of the Term Mode Bonds of a series st tender for
purchase, and Medropolitan must purchase, @l of Lhe Term Mode Bonds of such seties on the specified
seheduled mandawry kender date of each term period tor such series. The Term Mode Bonds outstanding as
ol February 1, 2017, ute sumimartzed in the bllowing lable:

Term ¥ode Boads

Original Principal Mext Sebeduliad
Serics _ Amount Teeued Mandalory Teader Daie
2014 -1 : R13.504,000 Cictober 1, 2019
2004 C2 14,020,000 - Cctober 1, 2020
20143 2,810,000 Oztober 1, 2027
2014 G2 . JEREIGIXEEE October 1, 2017
2N -3 11,0 G e Oatober 1, 2018
2012 (-4 11,600,660 {October 1, 2019
01265 6,205,000 October 1, 2620
- Taial 573,611,000

Sowres; dMdefraocfitan,

Metropolitan will pay the principat of, and interest on, the Term hMaode Bonds on parity with its othor
Senior Revenue Bonds. Metropolitan anticipates that it will pay the purchaze price of tendered Torm Mode
Bonds from the procceds of remarketing such Term Made Bonds or from other available Dunds.
“Metropolitan®s obligation to pay the purchase price of any tendered Term Mode Bonds is an unsecurcd,
special Timited abligation of Metropolitan payaldes fram Net Operating Revenues, Purchase prioe pay ety
of Term Mode Bonds are subardinats to bath the Senior Revenue Bonds and Senior Parity Obligations and 1o
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the Subordinale Revenve Bonds and Subordinate Parity Ohlizadons. Melropolitan has not secured any
liquidity Lucility or letter of credit to support the pavment of the purchase price of Term MMode Bonds in
eonneelion with any scheduled mandatory tender. Tf the parchase prive of the Term Mode Donds of any
serics i3 not paid Tom e proceeds of remarketing or other fands following 4 scheduled mandatory tender,
- such Term Mode Bonds will then bear imterest at a defanlt rate of Wy @ 12 percont per wniumm unlil purchased
by Metopolitan of redesmed. Tailure o pay the purchaze price af a geries of Tenn Mode Bonds on a
scheduled mandatory fender dute is a detault under the related paying agend apreement, upon Lhe ocourrence
and continuance af which a mujorily i aggregate principal ameunt of the owmort: of such serles of LTerm
tode Bondz may clecl o boindholdery’ comimittes to exercize rights and powers ol sush cwners under such
paying agent agreement, Failures 1o pay the purchase price of a serics of Tarm MWode Bonsds on g scheduled
- mandatery tender date is nod o deliull under the Senior Debt Resolutions. Tf the purchass price of the Temm
Mode Bond: of any serics is nof pwd on a scheduled mandatory tender date, such Term Mode Bonds will
alsc be subject to apeeial mandalwy redemption. i part, 18, 36 and 54 months following the purchuse
default. Any such special mandatocy redempion payment will constitute an obligation payable on padly
with the Senior Revenus Donds and Senior Parity Obligations,

© Baild Amcrica Bongds

Metropelitan previously Issucd and designated Lhree series of Senior Revenue Bonds in the aggregale
principal amount of $378,385,000 as “Build Amcerica Bands™ under the provisions of the American Regovery
ad Reinvestment Act of 2009 (the “Build Ametica Botds™). Metropolitan carently expects to recelve cash
Subsidies fom lhe United States Treasury (the “Intorcsr Subsidy Puymems'™) equal to 33 percent of the
interesi puyable on all such outstanding Build Amerea Bongds leds any federal budgat sequestration offaets ag

deseribed it the following paragraph. The Tnterest Subsidy Paymenls i comection with the Build America

Bands do not constitute Operating Revenues under the Scnjor 2ebl Resolutions or the Subordinats Dokt
. Reaalutions. Sugh [nlerest Subsidy Payments will constitite Additional Revenues, wiich Metropolitan may
take into congideralion when establishing its rates and charzes and will be available lo Metropelitan to pay
principal of and inteeest on Metropolitan’ s Bonds,

The Budget Controd Act of 2011 (the “Budget Contrel Acl™) provided [or inasuses in the federal
-debt limit-and established procedures desimed {o reduce the federal budger deficil, The Budpel Control Act
provided that a faflurs o reducs the delicit would result in sequestration, whicl are aulomalic, zenerally
across-the-board, spending reduclions. These reductions bagan on March 1, 2013 [FULSUATLL T 811 executive
© order that reduced budsctary aniborily (or expenditures subject to sequesteation, inchuding subsidies for
Build America Bonds. Porsuant 16 (his execulive order, the approximately $6.64 willion Interest Subsidy
Payment that Metrapalitan was o reecive o or aboeut July 1, 2013 was reduced by 8.7 pereent, of 578,000,
to $6.06 million. Trtcrest Subsidy Paytents processed in the tederal fiscal yiear otded Seplember 30, 2014
were reduced by the federal fiseal year 2014 sequestration rate of 7.2 percent and [nletest Subsidy Paymants
processed in the federal fiscal yoar ended Seplember 30, 2015 were reduced by 1he foderul Ascal vear 2013
sequestration rate of 7.3 percent. Tnlercst Subsidy Payments processed in the foderal (scal year ended
September 30, 2016 were reduced by e [ederal fiscal vear 2016 sequestration rale of 0.5 percent, and
Interest Subsidy Paymeats processed on or aller October 1, 2016 and on or hefore Sepiember 30, 2017 are
anticipated ta be reduced by the foderal fiscal vear 2017 sequestration rate of 6.9 pereent. The sequestration
reduction rate will be applicd unless and until a law is enacted that cancels or olerwise impacts the
sequester, at which time the sequestration reduclion rute is subject to change, Melrapolitan can offer no
pssurances as to future subaidy paymen(s and expects that once it receives less than any full 35 percent
subsidy payment, the Unltcd states Treasury will not thereafter reimburse Melropolitan for payments nat
made.

Senioy Parity Obligations

Short-Term Revelving Credit Facilities. Tn April 2016, Melropolitan entered into 8 notcholder's
agreement with RBC Municipal Products, EEC (“RBC™) for the purchaze by RBC and sale by Matropalftan
of Mcteopalitm’s lindex Noles, Series 2016 (“RBC Tacility™). Also in April 2016, Metropelitan enterad il

A-BT






i note purchaze and eontimuing covenaul agteement wilth LS, Bank Naizonal Association (“US Bank™}. for
the purchase by US Banl and galc by Metropolituts of Melropolilan's Flexible Rate Revolving Notes, Scrics
20140 {"US Rank Tacility.” and togeler sith the RBC Facilily, the “Short-Temm Revolving Credit
Facilities”). Metrapolitan is permitted to sell up do $2080 million ol notes {including, subject to certain terms
S contdilions, notes to retund maturing netes) under cach af the Shor-1eon Kevolvi ing Credit Facilities
dduring the term of the respective bank’s commitment to purchase notes thereunder, which currently extends
o April 5, 2019, for an apgregate amount of available borrowinga of $400 millim.  Metropolilan may
borrosy, pay down and re-borrow amounts under each of the Shor-Term Bovolving Crodil Facilives.
Curicntly, Mewvpolilin bas. sold approximately $250 million of netes ander the Short-Teon Revolving
Credit Faeilitics ($125 million under the RBC Facility and approximately $125 miltion under thg US Bunk
Taeilityy. . OF that genount, Meropelitan has deposited $4 30 million in its unrestricted financial reseres. Sec
“METROPOLITAN REYENUES—Finaneial Reserve Policy” in this Appendix 4. An additional draw of
appraximataly S50 million iy expected by the end of June 2017, Subject to the satistaction of certain terms
and conditions, unpaid prineipal remaining oulstanding at the April 5, 2019 commitment end date may be
amortizabie over a period of approximalely one W htee years, depending on the applicable facility.

Each of ths Shori-Terim Revolving Crediv Facilides bears inlerest al a variable rate of imterest. The
LS Bank Cacility bears imterest at a spread lo one-month London inlerbank offering rate (“LIBOR™) for
taxable borrowings or to 70 pereent of ong-month TIROR or lax-exempt - borrowings, while the RBC
Fawility bears interest at a spread to one-month TTBOR for taxahle botrosings or {o lhe SIFMA Municipal
Swap Index for tax-exempt borrowings. Unéer the Short-Term Revolving Credit Facilitios, upon & failure by
Mletropolitan to perform or observe its covenants, a defanit in other specifed deledness of Melropolitan,
or plher specilied evenrs of default, each bank conld terminate its commitments and deelaes all amounls then
. outstanding Lo be immediately due and payable. Metropolitan has secured its ebligation to pay prlnmpal and
imerest, utwler the Short-Term liredn: Facilities as Senior Parity Cbligations,

o the Shori=Term Bevolving Credit Facililiss agreements, Metropolitan designated the principal and
interest payable a8 Txeludsd Principaf Paymenls under the Senior Debt Resolutions and thus, for purpases of
calculating Waximuam Annual el Seevice, ineluded the amount of principal and interest due and payable
under the Shoit-Term Revolving Credil Facililies on a schedule of Assumed Debt Service. This schedule of
Assumed Debt Service assumas that Mevropolitan will pay the prineipad onder the Short-Tarm Revolving,
Credit Tacilities over a period of 30 years at a fised indercad rale ol approximalely 3.3 percent,

Wells Fargn Revolving Credit Agreesent. Ou 1y 1, 2015, Meltopolitm execuied a revelving
credit agrecment with Wells Fargo Bank, N.A. (the “Wells Fargo Revolving Credil Agreement™. Under the
terms and eonditions of the Wells Fargn Revalving Credit Agreemen, Mettopolitan will be able to borrow
up to B8O million for purpoacs of paying the purchase price of any Sell-Liquidily Bondy, The scheduled
expiration date of the Wells Fargo Revolving Credit Agrectoend s July 1, 2088, On Movember 4, 2015,
Walls Tareo Bank assignad $100 million of its shaez of the Wells Fargo Rovolving Credil Agreement to the
Idustrial and Commerciad Bank of China (“TCBC™). Wells Fargo will retain the remaining $30 million
comtnitment. ICBC assumed all of Wells Fargo’s ohligations with roqpcﬂt Lo its 100 million share under the
ells Targo Revolving Credit Agreement,

_ Tnder the Wells Fargo Revolving Cradit Agreement, a failure by Melropolitan o perform or observe
cortain covenants could result in a termination of Wells Fargo Bank and LCBC’s commitments and entitle
tham te daclare all amounts then outstanding to be immadtately due and pavable, Meiropolitan hay secured
its ohlipation to pay principal and inderest under the Wells Fargo Rovolving Credil Apreement as Senior
Parity Ohligatinns. Metropolitan bag no abligation to make barrowings under, maintain, or renew the Wells
Targo Revolving Credit Agreement, Hec “Limitations on Addifional Rovenue Bonds™ above,

I the Wells Fargo Revolving Credil Ageeement, Meleopolilan designaled the principal and interest

pagalle a9 Fxcluled Principal Paymett: wnder the Seoior el Beselulions ind thus, for puposes of

caleulating Maximum Ananal 1Jehi Service, ineludad the amotnl of pritcipal and inkerest due and payable
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under the Revolving Credit Agreements on 2 sehedule of Aganmed 122bt Sarvice, Thig sebodule af Agsaamed
Drebt Service assuntes that Metropolitan syill pay the principal under the Revalying Crediv Agreetents aver a
period’ of 30 -years at a fixed interest vate of 3.75 percent, Parsnant do the terms of the Seaior Debt
Resolutions, while the Wells Targo Revolving Credit Apracment iz in foree and offect, when Metropolitan
calculites its-tovenant relating to the creation ar incurrence of additional indebtedness, it will add an amount
- o its Wet Operating Revenues relating to an assumed annoal dsbt zcrvice payment that Matropolitan would
- regeive if it were to use the procesds of the Wells Targo Revalving Credit Agreament to purchasze Self
Liguidity Bonds, o : '

Qutstanding Subordinate Revenus Bonds and Subardinate Pavity ﬂilﬂigaﬁnus
'Sub_-:u'dil.:mtc Bevenue Bonds

In December 2016, Mefrapolitan entered into -a Continuing Covenant Agrsement with Bank of
America, N.A. ("BANAY, and the “2016 BANA Apgresment™), for the purchase by BANA and sale by
Melropulitun of Memopolitan®s $173 million Subordinate Water Revenus Bonds, 2016 Autharization Series
A (b “Subordinate 2016 Series A Bonds™), which is the first series of bonds issuad under the Subordinate
Lebl Resolutions, Proceeds were used o reimburse Metropolitan for the purchase of the Delta [slands in the
San Franeisce Bay'WSacramenlo-5un Joaguin River Delti that was funded from Metropolitan™s reserves in
July 2016, See “CAPITAL INVESTMENT PLAM-{Mher Capital Expenses™ and “METRODPOLITAN
RRVENUES-Financial Beserve Poliey™ in this Appendix A,

The Subordinawe 2016 Series A Bonds bears-interest at a variable rate of interest, at a spread to one-
- month LIBOR. Urider thé 2016 BANA Agreement, upon a failure by Meiropolitm o perform or observe its
. eovenants, a default in gther speeificd ndoblidnéss of Matropalilan, or other specilied events of defaull,
BANA could terminate {ts commitments and declare all armounts then gunstanding to be imnediately due and
pavable. Wetropolitan has secured its obligation to pay principal and infercat umder the 2016 BAMNA
Agreement a3 a Subordinate Parity Obligation. The Subordinate 2016 Serics A Bonds are Tndex Teoder
Bonds and are subject to mandatory tender for purchase on the schedulad mandatory teandor dude of
December 21, 2018, or, it directed by BANA apon the occurrence and continnance of an cvent of default
~under the 2016 BANA. Agreement, five business days after receipt of such direction. On or bofiore the
scheduled mandutory tender date, Metropolitan may request an extension of the 2016 BANA Aarcement for
anolher ender pericd or may request BANA to purchase the Subardinate 2016 .Seriez A Bonds in another
interest rate mode, or Metropolitan may seek to remarket the 207146 Series A Bonds to another hank o in the
public debt markets. ln the event the 2016 BANA Agresment is not exicnded, Metropolitan iz obEpgated
under the 2016 BANA Agreement to cause unremarksted Subardinate 2016 Series A Bonds to be redeemed
o Ove business duys afler lhe scheduled mandatory tender date in the evenr the purchase price of the

CSubordinate 38416 Series A Bonds is not paid from the procesds of a remarketing or other funds on the
scheduled mandalury tender date. A failure to pay the purchase price of the Subardinate 2016 Scrics A
Bonds upon o matdatory tender would constitute a datanlt under the Subordinate Debt Resolutions it not
retnedicd within (ve business duys.

The water fevenue bonds issued under the Subordinate Debt Resolutions ontstanding as of

Felbruary 1, 2017, are set forth below:

: Frincipal
Name of Issuc ' ' Outstanding
Subordinate Water Revermue RBonds, 2016 Authorization Serics AL $175,000,00)

Sowrce: ddeirogod o,

(1} Onplunding wvurishie rale ohiigalion,
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Suborcdinate Parity Oblivations

Tn 2003, Melropoelitan obwined a $20 million California Safe Drinking Water Bevolving Fund Loan
tn 2003 at an incerest vale of 2,39 percenl per dnnom to reimburse consiruction costs for oxidation retrofit
facilities at the TTeory 1, Mills Teealtoenl Plant in Riverside Counly., The foun peymenl obligaion is
suberdinate to the Senior Rovenue Bonds snd Senior Obligationg and on parily with the Subordinade
Feveme Bonds. "As of Tehruary |, 2007, the prineipal balance vulstanding was $8.0 roilliv,

Gither Junior Obligacions

Meteopolitan currently is autharived 10 jssue up 10 5400.000,000 of Conmercial Paper Noles puyalle
from Net Operating Revermes on a basis subordinale to hoth the Seoior Hevenue Bonds and Senior Parity
Qbligations and to the Subordinate Reverae Bonds and Suboedinate Pariiy Obligationa. Altheugh no
Commercial Paper Motes are currently outstanding, the authorization remains in full force and effect and
Metrapolitan may issue Commercial Paper Notes from time to time.

Geperal Obligntion Bonds

_ Az of Febroary 1, 2017, $92 863 000 agaragate principal amownt of general abligation bonds pagyahic
Trom ool valerem properly laxes were ootstanding, See *METROPOLITAMN REVENUES—General™ and “—
- Revenue Allocation Policy and Tus Revenues” in this Appendix A. Metropalitan’s revenve bouds are not
pavable o the levy o o vaforam property tases, '

. Amonnt Principal

General Obligation Bonds Issued™ Outstanding

Waterworks General Obligation Refunding Bonds, 2009 Series & E45,515.0040 $30,74 5,000
Waterwarks General Obligation Refinding Bonds, 2000 Scries A 30 ABE 00 23 1635 L)
Walerwarks Gencral Obligation Kelunding Bonds, 2074 Serics A _4uads N0 _ 390155 00
Tudal : $134.645.000 T2 R65.0HM)

Soneerees e !ion,

1 Walers authoriged Moopolilan b dssue BS50000,000 of Waterworks Gensral Obligation Bonds, Elestion 1966, in meltiplz
seried, i ispecinl @lection haldamefune 7, 1966, This wethocization T been Juliy ylilizzd, This ldle baie homsds Tha, welmded
Aleh Waterwarks Crenesal (bHgation Thnds, Neclion 1966,

State Water Contract Obligations .

Gereral. As described herein, in 1960, Metropoelilin entered info its State Water Contract with
D'WR to receive water from the State Water Project.  All expenditures for capital and operations,
* maintenance, power and replacement costs associated with the State Water Project facilities used for water
delivery are paid L by the 29 Contractors that have exscuted Side Waler Comtrucls with DWER, including
Melropalilan. Conlrdctors are oblizated o pay allocabls porlions of the cost of consiruclion of the system
and onpeine operaling and maintenmce costs through ar least 2035, regardless of gquantities of water
avdiluble from the project. Chher paymenls are bused on deliveriss requested and aclual deliveries received,
costs of power requirted for aclual deliveries of wader, and olfsels for credis received.  [n exchanpe,
‘Contractors-have the right to participabe in the system, will an entilienent o water service fom the State
Waler Project and e right 1o use Lhe porlion of le State Walsr Projecl conveyanee syafem necessary Lo
deliver water to them at no addilivnul cost as [ong as capacily exisls, Metnspolilan’s Slate Water Contract

accounls [or neatly one-half of the tolul entillement [or Blate Water Project waler contracled for by all

" Contractors,

DWEL and other State Water Project Contractors, including Metropolitan, have reached an
Ayresment in Principle to extend their State Water Conlracts to 2085 and Lo make cerlain clrnges related to
the financial management of the State Water Project in the [lure. See “METROPOLITAN'S WATER
SULPPLY-5tate Water Project™ in this Appendix A.
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Melropolitan’s payment obligation for the Siale Waler Projocl for the hscal vear ended June 39,
2016 was $511 million, which amount reflects prior yeac's erodils ol S61.6 million, For the lscal vear endad
June 39, 2016, Metropolitan's payment ohfigations. under the Slawe Waler Contracl were appm*iimaLﬂh 27
percent of Kelropolitan’s total anmual expenses. A poction of Metropolitan’s annual property 1ax levy is o
pavimenl of Slale Water Contract obligations, as deacrfbed above under “METROPOTITAN REVENUES.
Ueneral” in this Appendix A. See Note %a) to Metropallian®s andited financial sisemends in "Lpp(.mhx B
for an cslimale of Mel:mpuhtm 5 pavment gbligations under the State Water Contract.  Alza see “-Powsr
Sourcey and Costs” below for a description of current and fittare costs for clectric power required to oporae
" osiale Waer Projecl pumping systems and a description of litization involving the federal relicenging of 1he
Hevati-"Thermalilo hvdroeleclric senerating tacilities at Lale Ovoville

The State Waler Conuracl requires that in the event that Metrapolitan fails ar is unahic to rafsc
sufficient funds by olher mesns, Melropolitan must tevy upen all proparty within its boundarics not exempt
fionm taxation & tax or agessinent sulficient to provide for all payments under the Stats Water Cotract.
Currently, & portion of The capitd costs under the Stabe Water Contract are paid from ad vedorem taxes lovied
by Metropolitan. Tn the opinion of Meropolitan®s General Counsel, a tax increase to provide for additional

payments under the State Warer Conteact would be within the exemplion permitted under Article XITTA of

the State Constitution 2s a tax w pay pre-19748 voter ypproved indebtedness.

Metropatitan capitalizes itz share of the Sude Water Project capital costs as participation rights in
State Water Projsct facilidas as such costs ate costs pald in exchangs for participation in the systam,
regardless of whether there i3 water availahle to be dolivered. Unamonized parlicipation rights essentially
represent a prepayment for firture costs as Metropolian will likely continge 1o purticipate in the system at
least through 2035, Metropolitan®s share of system oporating and mulntenance cosls are aihually expensed.

DWR and varicus subsets of tlic Statc Water Contraclors have entered inlo amendments to the Srate
Water Contract related to the financing of cortain State Water Projecl facilfties. The amendments establish
proveduges 1o provide for the payment of construction costs finanesd hy 13WR botuds by esliublishing separate
subcalogotics of churges to produces the revermes required to pay all of the annual finaneing costs (ncluding
eovirage on Lhe allocable bonds) relating to the financed project. 1f any affected Cantractor defaulls on
pagment wisler cerlain of such aniendments, the shortfatl may be enlleeted from the pon-defaulling aecled
Caomtraclors, subjorl Lo cerlain limikations,

Thess smendments represent additional long-tarm obligations af Mwlfdpniium_. s described below,

Devit Canyon-Cistaie Contract, On Jane 23, 1972, Metropolitan atd Ove olher suuthern California
public wgeneies enlered into a contract (the “Devil Cam'ml Castaic Condract”™) with DWR for the financing
apd consiruclion of the Devyil Canyon and Castaic power recovery facilitics, localed on the agueduct system
of the Slate Water Project.  Under this contract, TVWHR agreed o build the Devil Canyon and Castaic
[avililies, using Lhe proceeds of revenue bonds izsued by DWR ander the State Ceniral Valley Project Act.
L3WR also ugreed 1o use and apply the power made availabic by the emstruction aud operation of such
[acilitics 1o deliver water to Memopolitan and the other contracting ageneizs, Moirapolila, in tun, arreed to
pay o DWIR 88 percent of the debt service on the revernuc boods issued by DWR. For calendar vear 2016,
thiz fepresented a payvinent of 7.8 million. Tn addition, Meteopolitan agroed 1o pay 785 percent of the
operalion snd ‘mainlenance expenses of the Devil Canyon facilitics and 96 poreent of the operation and
- mainlenines expenses of the Castaic tacilities. Metropalitan's obligations under the Devil Canyon-Castaic
~ Contract conlinue unlil the bonds are fully retired in 2022 even it DWR iz unable 1o operale Lhe facilities or
deliver power from these facilifies,

Q- Avneduct Power Facilities. Tn addition 1o system “on-aqueduct” power facilities costs, DWER,

hias, either on its own or by joint venture, finanesd cerlain offagueduct power facilities. The porcr
penerated is vtilized by the svstem for water transporlation and olher State Water Project purpaszes. Power
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penerated i excess of syslem needs is marketed to various atilities and the California Independent Sysicm
Opetalyr,  Meltopelilan 15 entitled to a proportionate share of the revenues resulting from sales of excess
powet, By virue of & 1982 amendment to the State Water Contract and the other water supply contracts,
Metropmlitan and the other waler cettiractors are respensible for paying the capital and operating costs of the
off-aqueduct powor facilities regardless of the amount of powsr generated.  Other costs of Metropolitan 1n
relation to the State Water Prajecl amd lhe Slate Water Contract may increase as i result of restructuring of
Califoenia’s electric utility industey and now Federal Enerpry Regolatory Commmission {4FERC™) repulations.

Easi Branch Enlorgement Amendment. o 1986, Mewropolitan’s Swte Waker Contract and the
- water sepply. contracts of carain other Sude Waler Project Conlrsclors were amnended for the purpose,
ameng others, of financing the enlargement ol the Hast Branch of the Califwnia Aqueducl, Under Lhe
amendment, enlargement of the Cast Branch can be initiafted cither at Metropolitan®s requast or by TFWE
tinding that anlargement is needed to mest demands,

_ The amendment establishes a scparaia subeategory of the Transporiation Chavge uader the Stale
Water Comtract tor the East Branch Enlargement and provides for the payment of costs associated wilth
finemeing und operating the East Branch Enlargemant. Under the amendment, the antual financing cogts for
such Maetlities [nxnced by bonds issuzsd by DWR are allocated among the participating contractars based
upen the delivery capacily increase allocable to each participating contractor. Such costs includa, ut are not
limnited to, debl service, including coverage requirernents, deposits to reserves, and certain operation and
Mmalntenance expenses, less any credits, interest samings or other moneyvs received by DWR in connection
with this facility,

T any participaling conlractar defults on payvinent of its allocable charges mder the amendment,
amang other things, the nen-defaulting paricipeling conlraciors miy assume responsibilily for such charges
and receive delivery capahility thal would olherwize be available o the defaulling parlicipaling contractor in
praportion ta the non-defaulting contractor’s participarion in the Fast Branch Enlargement, 1 parlicipaing
contractors fail to cure the default, Metropolitan will, in exchange for the delivery capabilily that would
otherwise be available to the defaulting participating contractor, assume responaibility for the capital chasges
of the defaulting participating contractor,

Pater System Revenne Bond Amendment. Tn 1987, the State Water Contract and other waler
supply contracts were amended for the purpose of financing State Watar Project factlides through revenus
kaonds. This amendment estalfishes a separate subcategory of the Delta Water Charge and the T ranapordat o
Charge for projects fimmeed with DWR water system revenue bonds, This subcategory of charge provides
the revenues required to pay the annual financing costs of the bonds and cenzisis of two elaments. The first
element is an annval chargs for repayment of capital costs of certain revermue bond financed water system
facilities under the existing water supply contract precedures. The second element is a water system rovenue
hond surcharge to pay the difference betwean the total annuel charges under the fivst element and the annual
financing costs, including coverage and reserves, of DWR's water system revenus bonds.

If any contractor detsults on payment of its allocable charges under this amendment, DWE s
required to allocats A portion of the default to each of the nondefauling contractors, subject to cotain
limitations, including a provision that no nond=faulting comtractor may be charged more than 125 percant of
the amount of its annval payment in the absence of any such default. Under certain ciroumstances. the
nondefaulting contractors would be entitled to receive an allocation of the water supply of the defaulting
contractor,

The following tebla sets forth Metropolitan’s projected costs of State Water Project water hased
upon DWWz Annual Billing to Matropolitan far calendar vear 2017 and, tor fiscal year 2016-17, praliminary
financial results through Decermnbar 30, 2016, For all ather years ths projections are based on Mctropolitan's
adopted biennial budget for fizcal years 2016-17 and 208718 and the ten-vear financial foracast inchided in
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the adopied budgel.  See “METROPOLITAN'S WATHR SUPPLY-Skite Water Project — Bay-Dalia
Proceedings A lfecling Stute Water Project — Ray-1clia Planning Aciivilies™ in this Appendix A,

PROJECTET COFIE OF METROPOLITAN
FDR STATE WA TER PROJECT WATER™
{Dnﬂarq in Mllhuus}

. Vear

Ending - Minimun _ Pawer Refunds &
Juiie 33 Cupital Costs OMP&RY Cogiy™ Crediis. Total™
CMIT $173.4 82250 B1a00 46,4} $502.0
201 - T 2 . 2047 158.4 (3793 299.4
2019 L1953 315.9 1704 36.1) 6455
2020 2120 3445 19711 (35,01 T8 T }
021 2363 2548 2121 (34.7y 786

Suprea: detropoliar,

(11 Piojeetions ave based upin DWRs Annusd Billing to betropolitan for 2017 and ettnchments (ditsd Tuly !, 2015) wnd, for fiscal
voar 2016-1%, prolinimary finzncial resulix througl Theember 31, 2010, For other years, the prijeciions an: bused on
Metrepolitan's adepted biconial budger for Racal yewrs 2076-17 and 2017-18, and the ten-rear flnancizl Girecast inuluded i the

©wduped] Gydget Al costs arz adinsted from caleminr ven L seal yua periods snding Tune 30, 'Uhe tatal charges sbosen whove
diller frym thags shean in Wots % of Metropolican’s andited lnancial slatements for the fiseal vear ended June 38, 2016 an
Juge 34, 2015, in Appendis B, due (o the inclusion of allowances for inlfativn and unlivipaled construction of additional Stae
Water Profect facilitiea. See "MUTROPOLITAN EXIENSES-lowar Sovrces and Cops — Shebe Waber Projoct® in this
Appendix A '
2] Minimun Operations, Ma.l.utena.nc& Prser and Replacement, (SOMP&R™) represents costs which are [Txed wnyd da nol wary with
the amaonl ol water delivered.
51 Asmeraplavmy fon weaber deliverics through the Calilernia Adguedine] (i ineleding SBYM WD and DWW ACYRT lru.1'm|:|':'- and
" exchanpes) indo Melropnlitan's service aven ond to storase proorama srs ws ollisee: 0,75 million acre-foer for fiscal vear 2071 6.
17,0277 millinn sere-Geen Gor Hseal year 2017-18, 032 million acre=tiey ot eyl yoar 2018-1%, 088 million asve-feet o laval
voar 2019-21, ond G943 millinn acre-fael dn Tseal ooz 202021, Availabilicy or Stele Wier Projest supplios vary and deliveries
may inelnde tansfers and storape. Al deliveries are within maxicmn conteact amoesie and wre huged opon seailability, as
dotermined. by hrdroloey, water quolity and wildlils emdilions,. Sz “MBLIROMILITAMN'S WATER SUTPP Y¥—Siuk: Water
Project” and “~Endangered Spacies Act and (der Pnvinmmanta] Considerations™ in this Appendiz 4.
Dy Arnnalicials inglude California Waterl i retated coa Tor the Gscrd vears ended Jumo 30, 2017 teouch Fune 30, 2021 o[ $-0- in
“lisenl yeur 201617 und fiscal yoar 21718, 5240 million in el vour 201819, 538 million in fiscal yemr 201920, und 563
© millien in fiseal year 2020-21, Projected Californin WateeFix cosls ate rellesied in e en-veur fimancial farecom privided in
the blennial kudper Tt ol years 2016-17 and 201718 thar was appruved by Metmopolilan's Boaed on April 12, 2016,

Oiber Lung—Tcrm Commimmenis

Meuropolitan also has various ongoing (ixed wanual obligations under fta conbrucl with Lhe United
Staves Departmant of Energy for power [rom the Hoover Power Plant. Undar ihe 1erms of the Hoover Power
Platt contract, Metropolitan purchascs snorgy Lo pump water through the CRA, In fiscal vear 20135-16
Meltapolilan paid approximately $135.7 million under this connact. Payments made under the Hoover Power
Plant conitast ate treated as operation and mainlenince expenses. On barch 12, 2014, Metropoelitan and the
other Hoover Contractors funded the defeasance of $124 million of bonds issued by the U.S. Treasury
Department for facilities related to the Hoover Dam and Power Plant, Follvwing this repayment,
Metropolitan expects to reduce its anmial pavraenl lor Hoaver power by approximately $2.3 million.

IPovicr Seurces and Costs

Current and future costs for elecitic power required for operating the pumping systems of the TRA
and the State Water Project are a subsiantial part of Metropolitan’s overall expenses. Expenses for elcetric
power for the CRA {not including credits from power sales and relaled revenues) for the tiscal years 2014-15
and 2015-16 were approximalely 5392 million, and 335.5 million, respeclively. Expenses for electric power
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and transmizsion sorvice Tor the Sude Waler DProject lor fiscal wears 2014-13 wnd 2015-160 were
approximalely 81408 million and $125.4 million, respectively.  Given the continuing uncertainty
surrounding the elecwrieity marlets in Calilotnia and i ke elechie indusiry in gemeral, Melropolitan is
unalde ta give any assurance with respeet to the magnitude of fulure power costy,

Coloradn River Agnedict.  Gonerally, 55 1o 70 pereent of the annual poseer requirements for
pumping at full capacity (1.25 millian acre-feet of Coborado River wawt) in Metropolilan’s CRA are secured
through luhg—téi‘m contracts with the Tnited States Departiment. of Toergy B crcrgy gencraced from
facilities located on the Calorade River (Hoover Power Flani and Parker Power Plant) and Southem
California Edison (“Edizon™). These contracts provide Meteopolitan wwith reliable and cconomical posger
rescurees to pump Colorado River water to Metropelitan’s service area. '

The Hoover Power Allocation Act of 2010 (TLR. 4703 raquires the Wastern Arsa - Powei

Administratien {Westen) to renew existing contracts tor electric energy generated at the TToover Powear Plani

for en-addifional 30 vears {hrough September 2067, The contractors will retain 93 percent of their existing
" powet righls, Metropoliian and Western have completed negotiations and have executed the new comtract.

Ag provided [or under the Hoover Power Allocation Act of 2011 (HER. 47, Menopolitan has
execuled g S0-vear aureemment with Lhe Western Area Power Admistration for the continued purchase of
clectrie cnergy aomerafed at the Hoover Power Phane Hrouph Seplentber 2067, Under the successor
agreement {which wifl replace Watropolitan's exisiing Hoover comracl explring n 2017), Metropolitan will
ratain 935 porcent of its cxisting power nghls. '

The remaining approximately 30 w 45 percenl of annual pumping povor requiremends for Tull
capacity pamping on the CRA i3 obtained through cnergy purchases from mucicipal and inveator-owied
utilities or power marketers. Gross diversions of water from Lake Havasu for the fiscal years ended Junce 30,
2015 and June 30, 2016 were approximately 1.2 million acre-feet and 1.1 millicn acre-foet, respeatively,
mecluding Metmpcrhﬁn 5 b‘ElC apportionment of Colorado River water and supplies from water transter and

storage programs.

. The Melropolitan-Edison 1987 Service and lnterchange Agreement includes provisions for ths
sharing of the benefits realized by the inteprated operation of Edisen’s and Metropolitan™s electric systams,
Under this apresment, with s prior vesr pumping operation of 1 million acre-feet. Edisen provides
" Meropoditan addidonal enerpy (benmefit energy) sullicient to pump approximately 40,000 acre-feet
annually, As the amount of pumping is increased, the armount of benefit energy provided by Edisen is
reduced. '

Depaniding on pumping condilions, Metmpuhtm wan regquire addilional energy n @xcess of the basa
resources availible (o Melropolilan from the Hoover Power Plany, the Parker Power PPlant, and Edison benefit
energy. Metropolitan is a member of the Western Systems Dower Poal (“WSPP?), and utilizes its industry
standard form conlract lo make wholesals power purchases at mearket cost.  Metropolilan also purchases
Californis marke-priced power lrough ils apreement with Edison.  [n Ascal years 2014-15 and 2015-186,
. Metropolilan purchased approximately 710,000 and 690,000 megawall-hours, respectively, of additionat

Bnergy,

The Metropolitm-Edison 1987 Service and Interchange Agresment will expire on September 340,
2017, Metropolitan is nepotaling with several parties on suceessor agreements. [n particular, Mewropolitan
will no longer receive benefit energy from Edison. Metropolitan anticipates market power purchases will
teplace benefit eneryy and has reflected the additional costs in the CRA power cost projections for Bscal vear
20147-18 and the ten-year financidl forecast.
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Stute Warer Projecd. The State Water Projecl™s power requitetents ure med from i diverse mix of

resources, including State-ownaed hydrocleelric generating Gawilides, DWR has [ong-tenn coatracts with
Melropolitun (hydropdwer), Kern River Conservalion |Hslriel (hydropower), Northern California Power
Ageney (alural as - meneration), Alameda Municipal Poser {goothermal and lawlfill zas), Sun Power
Corporation (solar) and Dominion Sclar Tloldings (2alard. The remainder of s powor needs is mei by short-
lettn purchases. Meiropelitan pays approximately 70 percart of Stale. Waler Projecl power cosls,

IVWE is. seeking repewal of the license issued hy FREC for the Slale Waler Project’s Hyatt-
Thermalilo hydroeleciric gepsrating facilities at Take Oroville, A Sculemeal Apresment conlaining
recommended conditions for the new license was submitted 1o FERC in Mareh 2006, Tlhal agreement wus
signod by over 50 stakchelders, including Metropolitan and other State Warer Condraciond,  Wilh only a few
minor modifications, FERC stall recommended that the Settlament Agreerment he adopied as the condiion
for the new license. 1DWH igsuéd a Finul EIR for the relicensing project on July 22, 2008, On August 21,
2008, Bufte County and Plumas Counly liled separate lawsuits against DWR challenging the adequacy ol the
Final BIR. This lawsuit algo named all of Lhe signatories to the Settlement Agrcoment as “real parfics in
interest,” since they could be adversely affecwed by this litigation. On May 16, 2012, the trial court fomg
that the EIR prepared in conjunctiom wilh {he relicensing was adequate and dismissed the lawsuit against
DWR. On August 7, 2012, Burte and Plumas Counlies filed a notice of appeal. Briefing on the appeal was
completed in May 2013, Bupplemental brieling was completad in the fall of 2016, No date has been set for
oral argument. Regulatory permita and awthorivalions are also required before the new license can take
elfect. In December 2016, the National Marina Fisherios Service issued u biologival opinion setting forth the
" ferms and conditions under which the reficensing project toust operals in order to aveid adverse meactq tir
fhrealened and endangered species. This was the last major regulaloty hurdle prior 1o FERC issuing a new

- licetge, Melropolitan anticipates that FERC will issue the new license in 2017, However, FERC has issued
one-vear renewals of the existing license since ts initial cxpirvation dale on Janvary 31, 2007, and is expected
oy 1S8U0 SUCCEREvE uhe-yedr renewals until a new license i ohtained,

3R recoives runsmission service from the California Tndependend Sysict Operalor (FCALSO™), a

monpotit public bengfit cotpotalion fommed in 19496 pursuant to lsgislation thal restrustured and deregulaved

- the electric wilivy iudusiey in Calitornia, The transmission sarvice providers paricipating n the CAISO may

seek increased (ransmission rales, subject to the approval of FERC, DWR has the right 1o comlest any such

propozed increase. TYWR miy be subjecl Lo increases in the cost of transmission servics sz new elecltic prid
tacilities are-constructed.

Plefined Bewnelil ]-’ensiml Flan and Other Pest-Fmpioyment Benctils

Metropolitan i3 & member of the California Public Timployees® Retiremend Sysiem (“PERS™, a
mudtiple-employer pengion gysten that provides a contribitory defined-benefil pension for substantially all
Metropolitan employecs. PERS provides retirement and disability benefiis, annual cost-of:living
adjustments and death honcfls to plan members and beneficiaries, PERS agts 45 4 comnmon investment and
adrmiinistrative agent for parlicipating public entities within the State. PTRS i g conlribulory plan deriving
~funds  from employee condtibulions as well as from employer contrilmtions apd  eatpings  from
imvestments, & menu of benedit provisions is established by State statwies within the Public Emplovees
Retirement Law, Metropolilan selecks optional benefit provisions from the henelit meny by contract with
PHRS,

Metropolitar makes contributions to PERS based on actuarially detennined emplover contribution
rates.  The acwarial mellods and assumptions wsed are those adopled by the PERS Board of
Adminisiralion. Employees are required to contribute seven pergent of thehr samings {excluding overtime
payy to PERS, Pursuani 1o the current memoranda of understanding, Metropolitan contributes the requisitz
geven pereent confribulion for all emplovees represented by the Management sand Professional Emplovess
Associalion, the Associulion of Contidential Tmplovees, Supervigors and Professional Mersonnel Associatian
and AFSCME Local 1802 and who were hired prior to January 1, 2012, Emplovees in all four bargaining
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units who were hired an ar after January 1, 20102, pay the Jull seven poreenl employee conlribuion o
PCRS. Meteopolitan conteibures the entire seven percent on belail of represenied emplovecss. Employees
bired on or after Jarmary |, 2013 and who are “new” PIRS members as defined by Public Kmployeey’
Penszion Reform Act of 2013 pay a member contribution of 6.75 and 6.00 percent in fizeal vears 20046-17 and
- 2017-18, respectively.. [n addition, MMetropolitan i3 eaquired to contribute the actuarially detenmined
remaining amounts necessary to tund the benetits for its membes,

The contribution requirenents of the plan members are established by State atamte and the emplover
contribution rate is established and may be amanded by PERS. The fizcal vear 2015-16 camtribution is based
om the June 30, 2015 valuation report, the fiscal year 2016-17 contribution s based on the June 30, 2014
viluation report, amd the Ascal veur 2017-18 contribation is bazed on the June 30, 2015 valuation report. The
PERS projected investmenl relurm (U discomn rate) for euch of these fiscat vears is 7.5 percent.

For Hseal yeur 20015-16, Megopolitan cootiibuted 19,74 percent of amual covered payroll. Tha
Jiseal yeur 20015-16 areowl pension cogl wis $50.8 million, of which $12.4 million was for Metropolitan’s
pick-up of the etployees’ seven pereent share, For fiscal vears 2016-17 wnd 201718, Metropolitan is
requived to contrilute 20,75 and 22,89 percent of arwaal covered payroll, lfr:E-pELLl‘. gly, in addilion to member
comtributions paid by Metropolitan,

M’ctmpnlitan’ﬂ rcquiru:d coniributions to PERS Oucluate each year and include 4 normal cost
companent and a component equal to an amortized amount of the unfunded Habibiy, Many assumpiiong ure
wsed to estimate the wltimate liability of peansions and the contributions that will be required to meet those
obligations. The PERS Board of Administration has adjusted and may in the tuture fiwther adjust certain
assumptions used in the PERS actuarial valuations, which adjustments may {nerense Metropolitan®s required
contributions to PERS in future vears. Accordingly, Metropolitan cannot provide any asswrances that itz
required contributions to PERS in future years will not signiticantly increase (or otherwiss vary) from any
past or current projectad levels of conributions,

On April 17, 20113, the PERS Bourd of Administralion approved changes to the amortization and rate
smoathing pelicics 1o spread all gains s losses over a lixed 30-vear period from 4 rolling 30-year pericd.
dnd 1o recognise increuses o decteases I dnvesiment relurms vver o S-year period versus & 15-vear period
begiming wilh the Jupe 30, 2003 valvadons. In addilien, PERY no longer vees aoactoanial valualion of
adsels and ingrsad uses the warkasd value o assets io delenuine contribuldon rales per PERS direct sinooelhing
pulicy. These changes will resull in higher cinplover conugbulion rales in the near lerm bul lower rates in the
lonyg lerm. The new palicies are effective for determining contribution requiscmanis hegiming fiseal yvear
2015-16. On ecomber 21, 2006 the PIRS Board of Administration approved lewering the discound rae Lo
T.00 pereent over a thiee year period. As a resuli, the discount rale for fscal year 20018-19 will be
7373 porcend, e fiscal sear 201920 10 will be 725 porcond, and for Ascal woar 2020-21 4l will be
700 perecnt. PTIRS hag estimaicd that with a ceductian in the rate of refurn 1o 700 pereend, most cmplovers
eould expect 4 T to 3 percent inercase in the normal cast for misecllancous plans, As a resull, rogquired
conlritattions of emplayers, including Metropalitan, toward unfunded aceruad lighilities, and as a porecalag
of payrall for normal costs, are expected to increase. The following table shows the funding progross of
Meltopalitan®s pension plan,

The following table shows the funding progicss of Matrapalitan's pensgion plan,
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Metropofiian Pension Plan Assels

{dollars in hillions)

Tunded (Unfunded) TFunded Ratios
: - Actaurial | Market ' _

Vuluation | Acerned | Valeeof  Value of Actuarial Market ' Acivarial | Marlet
Date Liability | Assets Assets Value Valuc Yalne Yaluc
630115 .. 324060 NAA, 51.558 WA $(0.304) NiA 75.5%
6730714 £1.983 NiA 31360 | NiA $(0.423) | WA 78.7%
6:30:13 $1.803 NiA $1.356 NiA ($0. 449} N |75 1%
6/30/12 | $1.731 $1471 | $1227 ($0.260) | ($0.304) 83 0% 70.9%
63011 SLG74 81416 $1.257 (h0.258y | (S0.417y | 84.5% 751%
630:14) $1.563 | §13510 $1.059 (50.212) {$0.504) 56.4% 67.7%
6:30/09 $1.478 $1.287 0,040 {30,191} (50,538} §7.1% 63.6%

L ] :

Aenpepa; Colifornin Milile f_-.'a.l;;r.nl"r.n_J-t-_-e.s- " Retirarmcrt Sustem.

Effecrive July |, 2014, Welropolitan implemented Governmental Accounting Slandards Board
Statement No. 68, Accewnting and Financiad Eepomng Jow Pessiony on amendment of GASE Siavemers
Ny 27 (GASH 68), uffecting the reporling, of pension liabilitics for accounting purposes. TTnder GASE 6%,
Metropolitan is roguired to report the Not Ponion Liability (fe. the difference between the Total Punsion
Liability and the-Pansion Plan’s et Position or narket value of aqqotqj in i1y [inancial statements,

l'nr Melropolilan™s Hscal year cnded June 30, 2016 tinancial salements, the Nat Pension Ligbility
reported for the Miscellineous Plan was $479.6 million (an increase of $72.8 million over the priar year),
represanting a Tolal Pension Liability as of such date of $2,058.6 million (an increase of 8692 millio aver
the prior year) legs the Plan Fidociary Nol Position as of such date-of $1,559.0 million (& decroase of
$3.5 million over the prior year). Tor fiseal yoar 2016, the Miscellancos Plan Net Pension T. iahilily us a
.]J-EI‘CEHT"LgE of covored-employee payroll was 231,10 percent and the Plan Nel Position as 2 percentage olihe
Total Pension Tiabilily was 76.48 porcent. The Net Pension Liability for Metropolitan's Miscellancous Plan
for the vear cnded June 30, 2016 was measuecd as of June 30, 2015, and the Totl Pension Liahility used to
calcnlate the \Tct Puotision Liability was determined by an annual actuarial valuation as of that date.

For the scul year ended June 30, 2015 {inancial statements, Matropolitan reported a Mot Pension
Liability of $406.8 million (g decrease of $118.1 million over the prior year), representing a Tolal Pension
Liability as of such date of $1,969.3 million {an increase of $86.3 million vver the prior year) less the Plan
Fiduciary Net Posilion as of such date of $1.562.5 million {an mercase af 3204.4 million over the prior year),
For fiscal year 2015, the Miscellansous Plan Net Pension Liability as a percemtage of covered- -onploves
payroll was 200.53 percent and the Plan Nel Position as a percentage of the Total Pension Lisbility was
‘79.34 percent. The Net Pension Liability for Metropolitan®s Miacellaneous Blan for the vear cnded June 30,
2015 war measured as of June 30, 2014, and the Total Pension T.iabilily used to caloulate the Net Pension
Liability was delermined by an-annual asiuastial veluation as of thal dale.

For more information on the plan, see APPINDILX B-“THE MCTROPOLITAN WATDR
DISTRICT OF SOUTHERN CALIFOERNIA INDEPCNDENL AUDITOR'S RGEOR] AND BASIC
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TINANCIAL STATEMENTS FOR FISCAL YEARS ENDED JUNE 30, 2016 AND JUNE 30, 2013 AND
BASIC FINANCIAL STATCMENTS FOR TIIE STX MONTIIS ENDED DECEMBER 31, 2016 AND 2015
(UNAUDITED).”

Metrapolitan currantly provides post-employment medical insurance Lo relirees and pays The pog-
employment madical insurance premivms 1o PERS. On Juauary 1, 2012, Melropolilan toplemented o longer
vesting schedule for retires medigal benedils, which appliay o sll new emplovess hired on e allee January 1.
- 2012, Payments for this benelit were $23.1 million in Gscal vear 201516, Under Governmantal Accouniing
. Standards Bowrd Statement No. 43, Accounling and Financial Reporting by Employers for Post-employment

Benefits Olher Than Pensions, Melropolila is tequited fo aceoun for and repart the eudstanding ohligationg
_and conmilments related o guch benelits, sommenly referred 1o a5 other post-cmployment benefits (OPTH),
e weerual basis,

The sewvarisl valuation dated Jone 30, 2015, was released in une of 2076, This valnation indicates

Uhat the Annuat Required Contribation (ARC) in acal vears 2016-17 and 2017-18 will be $29.3 million and

- 5301 million, sespectively, The ARC was based on the entry-age normal actuarial cost method with

cantributions detcemined as a level percent of pay. The actuarial asswnptions included {a) a 7.25 percent

investment rate of return, (b a general inflation component of 3.0 percent and {¢} increases o basic medical

premiums of 7.0 percent for non-Medicare plans for 2017, grading down to 5.4 percenl for 2021 and

thersafter. As of June 30, 204135, the date of the OPER actuarial report, the unfunded acluarial acctved

liabitity was estimated to be $258.8 million. The unfinded actuarial accrued lubility is amortized over a

tixed 3{-year period starling with fiscal year 2007-08 and ending in 2037, Changes fo asaunnptions, acharial
gains and losses, and plin chunpges are smoworileed vver a fxed 13-vear periad,

[n September 2013, Metropolitan’s Board established av irevocable OPEB timst fund with an initial
deposit of $4.0 million. During Oseal yeur 2013-14, the Board approved funding of an additicnal
$100.4 million which was depasiied into the irrevocable GPTR trust fand. As part of its bisnnial budger
process, Lhe Board approved the fnll Rinding of the ARC for fiscal years 2016-17 and 201 7-18.

Crovommoenial Aceounting Standards Board Statement No. 73, docounting and Firancial Reparting
Jor Postemployment Benefits Othor than Pensivins, was issued in June 2015, relating to accountirg snd
fingmeial repotling by stale and local governments for OPEBR. This statement establishes standards tor
meaduring and  recognizing  Nabilites, deferred outflows and  deferred inflows of resources, and
expenses. For delined honefit OPTB, this statement identities the metheds and assumptions that should be
nzed fo project. bencfit payments, discount projected benetit payments to their acluarial presenl valus, aned
gitribale that present value to periods of smplovee service. Note disclosure and required supplemeniary
infermation-roguirements about OPEB also are addressed. This statement is eflecive lor Meropolilan for
2018, Major changes would be; (i) the inclusion of net OPEB liabilities on Metropolitan's Statement of Net
Position {they are currently included as notes to Metropolitan's financial statemants); and (i) more variable
CPER expense a3 it will nisw le based an the nat OPEB liability chiange between reporting dabes, wil some
sorens of change recognized invmediately and others spread over vears, instead of being based on aclusl
cautributiong.

HISTORICAL AND PROJICTED REVENUES AND EXPENSES

‘I'he “Hisienjeal and Prajected Revenues and Expenses™ table below provides a summary of revenues
and expenses of Melropolitan prepared on & modified accruel basis. This is consiztent with the adopted
blenmial budget for flacal years 2076-17 and 2017-18. The table doss not relect the wccrval basis of
accouniing, which i3 uscd to prepare Metropolitan’s annual audited financial statements. The modified
accruil basis of accounting varics from the accrual basis of accounting in the following respects: deprecialion
and amortization will 101 be recordad and payments of debt service will be recorded when due and payable.
Under the modifizd aeeral bagis of accounting, revenues are recognized in the fscal veur in which they are
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eamed and expenses are recognized when mewred. Thus water sales revenuss are recoshized in the month
the water is sold and expenscs are recognized when goods have heen reecived and services have been
rendered.  The change to modificd accual accounting is for budgeting purposes amd Mewropolitan will
continue 1o calculat Lomphﬂnc-a with it3 rale covenunl, limitations oa additional bondg @nd olher financial
enverands in the Resolutions i n ﬂcmldancc with their lenms,

The projections are based on assumiplions concerning futurs cvents sad circumsiances that may
fnpact revenues and expenses and roprescnl management’s best estimates of resulis al hiy Wme.  See
foolnodes w the table below entitled “HISTORICAL AND PROJCCTHD ROVENUES AN EXPENSES”
and “MANAGEMENT'S DISCUSSTON OF HISTORICAL AND PROICCTIN REVENUES AND
EEXPTENSES" [or tefevanl assumptions, including prajected water sales and average anmaal inerease in the
offective watcr tale, and “MANAGEMINT'S THSCUSSION OF [NISTORICAL AND PROJECTED
REVENIITS AND EXPENSES” for a discussion of potential impacts. Some assumptions inevitably will nol
materialize and unanlivipaled events and circumstanecs muy oceur. Therefore, the acmal results achieved
during the pm_]cctiﬂn poried will vary from the projections and the variatons may be material.

Metropolitan®s resource planning projections are developed using s comprehensive analbytical
process that incorporales domographic growth projections from recoymized regional planning entilics,
histarical and projectcd data sequired through coordination wilh local agencies, and the use of gencrally
accepted empirical and analylical methodolopies. Sse “METROPOLITAN'S WATER SUPPLY-Tnregratad
Water Resources Plan in this Appendixz A. Metropolitan has conservalively set the water sales projections
in the following table. Due to'ths variabilily of supplemental whelesalo water sales and unpredictability of
future hy'drelogic conditions, sales projections are based on long-terw average forecasts consistent with
Meiropalitan's latest Board adopted Tniegrated Resouices Plan, the 2015 TR Update,

Neverthelass, Meatropolitan’s assumpptions have been questionad by directors representing SDEWA
el Melropolitan's Board.  Metropolitan huss 1eviewed SDCWA's concerns aid;, while recormizing that
ASSUMPLEOTE may vary, belizves that the cstimales und assumptions that support Meiropoditan's profections
are reasonable Based upon history, experience and othet Tuclors as described above,

Metropalitun’s water sales prajectious are the result of a comprehensive retail demand, consarvation,
©and locsl supply estimation process, including supply projections from member agencies and other water
praviders witlin Mettopelitan’s service area. Retail demands for water are estimaced with 4 model driven by
- projeclivns of televant demographics provided by SCAG and SANDAG, Hetall demands are adjnsted
downward Tor cotservation savings and ncal supplies, with the remainder being the cstimaled demand for
Metropolitan supplies. Conservation savings celimaley include all conservation progranis in place to date as
well as estimales of [ulure conservation program geals that will result from regional 20 porcent reductions by
2020 comservalion savipgs,  Ses “CONSTRVATION AND WATER SHORTAGE MEASURES” in thiz
Appendix A Local supplies include water produced by local agencies from variows sources including
not limited (o proundwater, surface vwater, logallv-owned imported supplies, recyeled wider, aud seawater
. desalination (gee "REGIONAL WATER RESOURCES” in this Appendix A).  For oxamnple, water sales
projections for fscul . year 2016-17 assumecd thal local projects such as groundwaler tecovery and
desalination projects (see "REGIONAL WATER RESOURCES-Local Water Jupplicg” in this Appendix A)
wingld beeoms operalional and produce locat supplies in 2017, For additional deseripiion of Metropalitan®s
water sales projeclions, see “IIISTORTCAT, AND PROIECTED REVTINUES ANIY EXPENSES” in thi
Appendix A

The water sales projections uscd (o delermine water rates and charges assums an overage yoar
hydrology. Aclual water sales are likely to vaty fom projections. As shown in the Hisrorieal Water Serdes
chart below, sales can vary signifieantly fram average and demonstraies the degree to which Metropolilan’s
commitments to meet supplemental demands can impact sales.  To vears when actual sales excoed
projeclions, Lhe revenues from water sales during the fiscal year will execed budget, potentially resulting in
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an inereasc in Anancial reserves. ln vears when actual salas are lesa than projections, Metropalitan nses
virlous Leols o mawee reductions in revenues, such as redueing expenses below hudgetad levels, reducing
furndling of cupilul frem revenues, snd drawing on reserves. See “METROPOLTTAN RCYTINTIS-Tinancial
- Reserve Poliey™ in (his Appendiz A, Metropolitan considers actual sales, revenues and expenses, and
tinancial reserve halimees in selfing tales for Fulore Asval years,

Projeciions for Tseal yeur 2016-17 in Lhe following table reflect actual financial resubts dhrough
December 31, 2006 and vovised projeciions for the balanee of the Ascal year. The financial projections for
fizeal year 2017-18 relleets the adopued bistmisl budgel that was approved by the Boward on April 12, 2016,
- with revised preliminary. waler sales projeciions as of February 2017, but with no adjustments for lower
axpenses that can accompany Iowor waker sales.  Financial projections for {iscal yvears 2018-19 through
2020-21 are reflected in the ten-vear financial forceast provided in the adopled biennial budgel,  This
includes the projected jzsnance of $320 millian of bonds in fiscal yoarg 200718 through 2018-21 10 Onamee
the CIP. See “MANAGCMENT'S DISCIIESION OF HISTORIGAL ANIY PROJECTED REVENUES
AND EXPENSES-Water Sales Revenues” and “CAPITAL INVESTMTINT PLAN-Capital Invesiment Plan
Fitupcing™ in this Appendix A. -

Warer sales were 1,62 million acre-feet in fiscal year 2013-16. Water saleg are projected to be 1,60
" million acre-leet in fiscal vear 201617 and 1.50 million acre-feet for fiscal year 20017-18, and 1.735 million
acre-leol for Aacul yeurs 2018-19 hrough 202021, Rates and charges increased by L5 percent on January 1,
2015 and January 1, 2016, and by 4.0 percent an Janvary 1, 2017, On April 12, 2006 the Board adopred
average inctcases in rate and charges of 4.0 petcenl, which will become effective on January 1, 2018, Rates
and charges are projectad 1o inerease an average of 4.5 percent amually thereatter, Actual rates and charges
i be effective in 2019 and theveafier are guhjset (o adoption by Melropolitan’s Board. The projections were
prepared by Metropalitan and have not heen reviewed by hdependent corlified public accountanls or any
antity other than Metrapalitan. Dollar amounts are rowseded.

[Remainder of page intentienally lelt blank,]
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HISTORICAL AND PROJECTED REVENILES AND EXPENSESY
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Unauediied. Preparsd inoa medilied scoruel bosis. Prijecied reventea and expenges in {lscal year 2016-17 are bascd on preliminary
fineinl resilis lrongh December 31, M6, and eevised prajections G the bolance ol fscal vear 2016-17. 'refections for fiscal
weur 2MH T LR are hused on nwmnpllnm amil estimates used in the adnpled hiensial hodaet loe fiseal vears 2016-17 and 2017-18 and
Teviaed T waler sales al' |3 million were-feel. Prgectiana Jur lacal yenes 201819 thruuzh 202021 are hased on assumptions and
gl g wed inhe wdopbed sl years 2001 6-17 anel 20 L7- 1§ hienniul budgel and vellec, e projected issuance of 2dditionad boads.
Thirmg Mue Bsaal yizavs sodsd Tang 30, 2013 thrangls Tyue 30, 20TA, vl waler sales (i acee-Teel) were 186 million, 204 million,
FO0S million aad 162 maillion, wepactively,  Sze WITTROPOLITAN REVTNIINSWaler Saled Revenves” the table entitled
“SUMMARY OF WATER. SOTTr ANT) WATTR SATTE™ in (his Appewdis A, The walst sales projectiong (in acee-teer) are 1,60
millicn aeme-teet for Lscal year 2006-17, L33 million sere-Geet e Cpeal poaes 200798, and 175 tellion acre-leet for fisenl yeirs
DOL8-19, 2015-20 snd 2020-21, Projestions vellew Boand adoplal raie and chavgs feereases ol 440 pereenl, ellzetive o Janoaey 1,
2017 ynd Jozwary 1. 2018, Rates wmud churgas ame projueled I meregss in gveeape ol 4.5 percenl. per Nscal sear thersaller, subjecl Lo
adaption by Metropolitan's Board,  Sce “MANAGEMERT'S DHICTTSSTON OF HISTORTCAT. AND PROAOCTED REAVENTIES
AMND EXPENSES ™

Lneludes receipts fiom watar standlbs, readingss-te-scivs, and capazity chanees, The torm Oparating Boewanies axcludes wf walorem
taxes. Mes "METIROPOLLIAR REYER JES—Other Charges' in this Appondix A,

"r‘l"ﬂ.!TEI' lransfar Costs are inchided in operation and mainterancs cxpenscs for purposes of calewlating the dobt seceice sevavaze onall
Obligations.

Jnclfﬂes ci= and oll-adquecnet power and operation, maintchancs, power and eeplacomens costs payable wndsr the Sk Wasr
Coocracr. See “MLUTROPOLITAN EXPEMSES-Staz Water Contract Obligations™ in this Appendix A,

Moy inelude leage and rental el proeseds, ner praceeds froom sale of sweplus propecty, reimbursements, and fadeal interest subsidy
pray maa [oe Build America Bands.

Releria tranalers rom the Warer Manapement Fuad, ke Water Stewardship Fund, and the Water Wate Stabilization Fund, of $1412
el in Discnl yeor 20014=335, 5222 4nillion in fseal year 2005-16, and peejected transters of $48 million in fiscal year 20H46-17 1o

S g like atmsunt ol caddd [oe congervalion and Auppdy programs. See "MANACGEAMEN1®S DESCUSSION OF HISTORICAT AND

PROMCTED REYTNIINE AN TINPENSTE. -

Treludes CRA puovesr gales

Tlaes el melude inksregl, kpplicuhle br Band Cimstietion Punds, e ixeess Coeolaps Funds, mber tmst fonds and the Dafersad
Compenzabivn. Tosl Tund, Tigeal year 2002-17 ineludsd Peir Volue Adjusiment of $(11. H} maillian, as per mmodifisd accenal
E.I-L"\.-Ull'l'l”l'@

- Adjusted Ieet Ouc,ran_ug Fesenues is the sum of gl aveilsnle ravenaes had e tevenus bind ceanlilions 9 ]pec:ﬁf may ke considersd

[ Metropelitan in sotfing mies wnd dzsuing sdditions] Ssmior Bevenue Bends and Sendor Taridy Oblipotions and Suboedinate

Fovenne Bonds and Subordinats Parity Olligation:,

Tnclndes debt servies on ontstanding Senior Reverme Bonds, and addiiose] Seniar Revenye Bomds (pagected). Assumes issuanse ol

S80 million anmally in additicnal Senior Bevenne Brods as provided o budsel assoraplieny de e adopied Blennial budged loc
fizcal yoars 2010-17 and 2007-18% and as projected for Hecal yowrs 2008-1F 200320, ynd 2020-21. Tar Hacal yeers 20013-14 and
2114-15, roflects the defoasance of the 2004 Serios B Water Bevenne Balimding Ronds, payuble on Tule 1, 2004, Miraugh g payinent
of $33.7 million to an cactow acconnt on ay 2%, 201, Fiseal weyr 2O15- 16 deb sercive incregsed 37.00 million @ir dehl agrvics
padcl an dune 3, 2016, rather than Foly 1, 2007 and fscal year 2D16-17 debt service wis therelirs reduced by $7.0 mitliem, See
SCALLTAL INYES L BN ML AN-Capital Investiment Plan Fusaneing™ in iy Appsendiz 4,

Cansisting of subardinate Lien California Saft Drinking Water Rerolving Fund Lown and Subordinge 2014 Serise A Tols,

Acljnsted MWet Opeenting Revemmes divided by the sum of dobr servies oo ontstanding Sanior 'Rdr.nu:.. Fisuds il mabilizimal Senan
Revenue Loods {projected).

Adjused Wel Operating Revemues, divided by the sum of debr sarvice on outstanding Scnior Besanee Bonds, Semgr Parily
Crhligitiaha, Subsrdinate Revenue Loods and Subordinate Macity Obligations, ineluding the subordinate lien Californis Sul: Drinki:
Water Revolvivg, Tund 1oy and peojected Reveowe Donds.  Sae "METROPOLITAN BXPERSES-Outstanding  Sobordivr:
Revame Roveds and Sulwedinate Maeily Oblipations™ in this Appendix A

Adjusted Mot Operatiug Revamoes, divided by e sum ol Slate Waler Comeact capilal costs pald feom cwwrent vear operations and
dubt serviss on autstamling Bevenue Bondz, the suhordinae Tien Caliloooda Sade eizking Weaer Ravolving Fund Loan, Suboedinare
2019 Scriss A Bondz and sddilional Bevenue Bunds fprogected b,

For Fiscal Year 2012-13, includes amoumts thal were manserred privr s Jane M0, 2003 325 millicn w the Waer Teanster Foad, $23
million te a trust to pro-fund Meteopolitan's unfonded Hability for eiliar prst-ernplaymen benelAts, and $25 million far pay-as-you-
eo Construerion. For Hiscal Yoar 1013-14, insludos ameunts tramslireed prios Go June 50, 2004 $100 milkian g a druse o pee-lund
Metrapalitan’s untonded liability for othor post-craplovmnent benofits; $160 millivm For pry-gsedeen Constrigtion, $232 million 1
e Waler Mangaerment und, for water puechazes to replonish stovage and funding droughbe reaponss poograms. Tor Tiscal Year 2014-
£5, meludes amonnts 1r'1r--=ferre-.l prigr o June 30, 20130 $1460 million o the Watr "rIauugl.,mmll Fund, Ghr wealer congaryulitm
programs. e Tseal sear 201516, Metrapolitan nsed $26d million for acquirisg projsdes i Riversde and Emperil Counliss,
finded by $160 toillicn (rum the Replm:ement and Refirbishment Fund Reserves and the balanee from unrestrvied reserves, This
Land prrehuse 15 relieoied a5 a pay-o=you-po expenditore o fiscal year 20135-10,

Ths fhmeial projeelion Rt iseal vear 207718 eellects the revized preliminary warer sales projecrion of 1,50 million acs-foct and a
sorwsponding reduchon in projzeled waler seles revenues, 11 does not wke inmo accaunt any potentiol reduction in expenses that may
accompany such reduced weler salss,  As disowszed, Mattopnlitan 15es iz fioanciel resecves and bodgetary tools to manage the
financial impact of the vadabiily in tevenuss dos o Moelnulions in anneal water sales. See alap “METROPOLITAN REYENTUES--
Finaugial ®eserve Folicr.”
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MANAGEMENT'S DISCUSSION OF HISTORICAL ANI)
PROJECTED REVENUES AND EXPENSES

Water Sales Projections

Water sales forecast in the luble above for fiscal year 2016-17 is 160 million acre-feet, 100 thousand
acre=feel under budget. The updated waler sales forecast is 1.50 million acre-feet for fiscal year 2017-18.
and 1.75 million acre-feet for fiscal years 2018-19 and 2019-21, consistent with the biennial budget and ten-
vear [inancial forecast. For purposes of comparison, Metropolitan’s highest water sales during the past 20
fiscal years was approximately 2.44 million acre-feet in fiscal year 2003-04 and the lowest was 1.53 million
acre-feet in fiscal year 1998-1999. The chart below shows the last 20 [iscal years of water sales.

Historic Water Sales
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Water Sales Revenues

Metropolitan relies on revenues from water sales for about 85 to 90 percent of its total revenues. In
adopting the budgel and rates and charges for cach fiscal year, Metropolitan’s board reviews the anticipated
revenue requirements and projected water sales (o determine the rates necessary to produce the required
revenues to be derived from water sales during the [iscal year, Metropolitan sets rates and charges estimated
to provide operating revenues sufficient, with other sources of funds, to provide for payment of its EX[IENsES,
See "HISTORICAL AND PROJECTED REVENLUES AND EXPENSES” in this Appendix A.

Metropolitan's Board has adopted annual increases in water rates each year beginning with the rates
effective January 1, 2004, See “METROPOLITAN REVENUES-Rate Structure” and “—Classes of Water
Service™ in this Appendix A. On April 10, 2012, Metropolitan’s Board adopled annual water rate increases of
5.0 percent, which became effective January 1, 2013 and January 1, 2014, On April 8, 2014, Metropolitan’s
Board adopted 1.5 percent average water rate increases effective January 1, 2015, and January |, 2016, and
on April 12, 2016, Metropolitan’s Board adopted an average 4.0 percent water rate increase. effective
January 1. 2017, and an additional average 4.0 percent water rate increase efTective January 1, 2018,

Projected Fiscal Year 2016-17 Results

Projections for fiscal year 2016-17, in the table above, are based on preliminary [inancial results
through December 31. 2016, and revised projections for the balance of fiscal year 2016-17. The financial
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peajection for fiscal yeur 2017-18 refieeis e adopled bicmial budget T dais Beeal vour a9 spproved by the
Baard on Apeil 12, 20016, wilh revized preliminary waler sules projeclions, Fingdeisl projections [y scal
years 201810 through 2020-21 we relected in the (ene-vear fnancial forccasd provided o the adopled
bennial budget. The fiscal vear 2016-17 and 2017-18 bicnnial budget and rafes get the stage for predictahble
and reasonable rate increases over the ten-year planning peried, with Baard adopted rate increases of 4.0
_percent anmually in both fiscal years 2016-17 and 2017-18, and projected averags increases of 4.5 percent por
vear thereafter. Actual rates and charges to be effective in fiscal year 20E8-19 and thereafter are subject to
adoption by Metropolitan’s Board as part of the biennial budget process, at which point the ten-vear forscast
will also ba 'updated az well. Tnereasas in rates and charges raflect the impact of reduced water sales
projections, mn;remmg cperations and 111m11te1mnca costs, and inereasing State Water Project costs, when
compared Lo prior-fiscal years. :

Mebopolidan™s revenues exceeded expenses during Ascal year 2014-15, resulling in a signilicanl
inerease in unrestricied reserves. On May 29, 215, Metropolitan’s Board approved the use of $160 million
of utmesiricled reserves over the targel reserve level, $50 million from the Wader Stewardship Fund, and
$140 million frotn the Waler Masagersett Fund 1o fund copservalion incentives. As of June 30, 2015,
Mefropolitan's unrostrieied vogerves were 3476 million, om a modificd asgrual bagia, On Tuly 14, 2013,
Metrapolitan’s Board approved $264 million do acquire various properlics in Riverside and Tmpetial
Countics, with 160 milkon funded from the Replacement and Hefarbishinent Fund and the remaining
amount from unrastricted reserves. Unrestricted rezerves, ag of April 50, 2018, include $250 million drawn
from Shoet-Term Revelving Credit Tacilities with RBC Municipal Froducts, LLC, and U.S, Banl ™LA, and

~deposited in Metropolitan's financial reserves, See “METROPOLITAN REVENUCSTinancial Reserve
Folicy” and “METRCPOLITANY TFXPENSES-Outstanding Senior Revenue Bonds and Senlor Parity
Obligations — Senior Parity Obligations — Short-Term Revolving Credit Facilities™ in this Appendix A.

In fiscal years 2014-15 and 2013-16, Adjusted Net Operating Revenues reflact the use of 5142
million and §322 million respectively, from reserves to fund a like amounl of costs for conservilion and
supply progroms. In fscal vear 2016-17, %44 million of Adjusted Nei Operating Revenues are projecled (o
come [rom reserves (0 lund a like amound of costs for conservalion wed supply progratos,

. Finincial projections for facal vear 2016-17 rellect lower waler sales revenues (hal are eslimaded (o
- be B107.0 million, or § petcent, below budgel, mised on Uhe rovised wider sakes projection of 1600 illion
avre-feul, compared o the budizeted 1,70 millivn sere-Geel, o redvelion of & percent,

Operalion god mainlenances expeses fu Gseal yoae 2006-17 ave projeetcd 1o e $1.07 billion, swhich
represents approximately 63 pereent of lotal costs, These cxpenses welude the cosls of labor, clecltical
power, malerials and supplies of bo Meropolilan ad s comractual share of the Sale Water Project,
Metropolitm™s operation and madnenanes expendilures ure project i be ap budiel in Ogeal yvear 2016-17,
Metropolilun s Suate Waler Project eosis ane projecicd 40 be $30.3 million lower than budgeted.  Owverull,
projected expendiliures [or the lwelve mondhg ending Jung 30, 2007 arz $1.6 billiow, Thiz i3 $89 millien, or 3
pervent, less than hudgsied cxpenditures,

The combination of lower than budgeted water sules revenne and expenditures has resulied in
projected fiscal year 2016-17 revenue bond del service coverage 1o be 1.48x% and flsed charge sovorage W
be 1.26x%, compatred o budgeisd debl servies eoverage of 1.55x and bodgated fxed chargo coverage of 1.27%.
Fiscal vear 2016-17 capital expendilures, curtenlly eslimated al $212 million, will be primarily Toded by
pay-gs=-you-po funding und Lhe remainder fronn hond proceeds. Metropalitan®s unrestricted reserves are
projected to e approximalely 5378 million gt June 30, 2017, Sce “METROPOLITAN BRVENLUES-
Financial Reserve Policy™ in this Appendix A, This aweunt does nof inclode fiends beld in the Txchanae
Agreement Set-Aside Fund.
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See alse the “Management's Discission and Analysis” contained in APPENDIX B—TIIE
METROPOLTTAN WATER DISTRICT OF SOUTHERN CALTFORNIA TNDEPENDENT AUDITOR'S
RELORT AND BASIC FINANCIAL STATEMTIN 'S FOR FISCAL YRARS TINIJED JUNE 30, 2016 AND
JUNE 30, 2013 AND BASIC FINANCIAL STATEMENTS FOR TIIE STX MONIHS ENDED
DECEMBER 31, 2016 AN 2015 (LNAUDITEDY.” -
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Water Supply Assessment Checklis






Water Supply Assessmant Checklisi

aropased project,

Water Corle , . Fane # in
Saction Water Supply Azsessment Cunlent  wsa
103102} Incorporste data from LIWHRP. 1-40
Identification of cxigting water supply antitlements, water rghts, or water
1081001} setvice contracts relevant to idontifind watss supply vor proposed projact, 25 40
and description of quantity of watcr recaived in prior years.
1021042104 Wiitten contracts or other proof of antitlemeant to an identifed watar supply. D540
Ceapital autlay grogram for financing the delivery of a water supply that has
109TOdH2)E) been adopted. 38-40
Federal, stata, and local pernits for construction of necessary infrastructurs
! 10910(e)2HC) azsocigted with delivering the water supply, 18-38
1081 I3 23D Any necassany regulatory aporoval to deliverivonvey Lhe weter supply, 18-38
Feview of any Infarmatien sontalned in the IWMP relevant to the identified
1091G{(3} watar supply Tor ihe propoesed project. 140
DLascriptlon of any groundwalet basin{s} from which proposed project will be 2507
supplied. For basins with adudlested groundwater pumping rights, include 29_32'
10910(fH2) a copy of the ordandecrea adoptad by tha court o the board and & Aspen dl;-c D
cezcriptinn of quantity of groundwsatar public water systam has the legal PR
ringht i pump undar the orderdecrae,
. Pescription and analysis of amount and location of greundwater pumped for
WL0)(3) . tho past & years from any groundwates liasin from which the proposed 20-32
praject will be suppliad.
Dascriptlon and analysls of amoeunt and [neation of groundwater that is 2507
1031004} projectad to ba pumpad from any basin to providad water 1o the proposed 99.35
prexject, .
Analysls of sufflciency of groundwsater frorm the basing from which the 2557
109 10(FH5) proposed projectwil be aupplled o mest srojectas water demand of the 29"35
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RESOLUTION NO.

4

WHEREAS, l.os Angeiés-:[)epartment of Water and Power (LADWP) constitutes a

“public water system” pursuant to California Water Code Section 10912,
subdivision (c); and

WHEREAS, the Hollywood Center Project qualifies as a “project” under California Water
Code Section 10912, subdivision (a) (7): and

WHEREAS, the Hollywood Center Project Is located in the service area of LADWP's

water supply system, and LADWP would serve the area of the Hollywood Centar
Project development; and

WHEREAS, on September 11, 2018, the City of Los Angeles (City) Department of City
Planning (Planning Department) requested the LADWP conduct a Water Supply
Assessment (WSA) for the Hollywood Center Project pursuant to California Water
Code Sections 10910-10815: and

WHEREAS, the Hollywood Center Project would redevelop an appraximately 4.48-acre
site of commercial land uses within the Hollywood Community Plan area of the City for
residential and commercial land uses: and :

WHEREAS, LADWP’s Water Resources Division has prepared a WSA for the

Hollywood Center Project in compliance with California Water Code Sections 10910-
10915; and

WHEREAS, the Hollywood Center Project is determined by the Planning Department to
be consistent with the demographic projections for the City from both the 2012 and

2016 Regional Transportation Plans by the Southern California Association of
Governments; and

WHEREAS, LADWP staff performed the water demand analysls and determined the

maximum net increase in total water demand for the Hollywood Center Project is 205
acre-feet per year; and

WHEREAS, MCAF Vine LLC, 1750 North Vine LLC, 1749 North Vine Street LG, 1770
lvar LLC, 1733 North Argyle LLC, and 1720 North Vine LLC (collectively, Applicant) has
agreed to implement additional conservation measures, as described in WSA, that are
In addition to those required by law; and

WHEREAS, LADWP anticipates that its projected water supply available during normal,
single-dry, and multiple-dry water years as included in the 25-year projection contained
in its adopted 2015 Urban Water Management Plan can accommodate the projected

water demand associated with the Hollywood Center Project, in addition to the existing
and planned future demands on LADWP; and






. WHEREAS the Board adopted a.Water Rate Ordinance forwater serviceeffective - - Tcirros -
April 15 20186, The Board:believes that tha.price sighals contdined inthe WaterRate,:
Ordinance encourages conservation and Wil help to contnbute ’ro reductlons in: Crty h
- wide demands to meet demand pmjectlons andu. .

ﬂ,- s

WHEREAS in accordance wrth Water Code Sectron 10910 (g) (1) the Board' has the |
responelbrllty for approvaI and certlt“ cation of WSA'’s prepared by LADWF' and

- WHEREAS, the Board has rndependently revrewed and: consrdered the WSA and
documentatron maklng up the adrnmlstratlve\record and L RTRR e ’
. WHEREAS a;pub!rcly notrced Board hearmg Was: held wrth respeette this Item on

' December-11;2018; andthe Board considered evidente presented by LADWP's Weter
Resources Sectlon staff, the staff recommentation to approve the WSA; and other '
comments from mterested pames at the publrc heanng

the WSA prepared for the Ho[iywood Center Pro;ect now on frIe wrth--the Secretary of
the Board and drrects that WSA and a cert:f ed copy of Resoliition be transmitted to the

BE IT FURTHER RESOLVED that the Board flnds that :LADWPef‘otaI p_rojected water :
supplies available durlng normal, single-dry, and multiple:dry water years durrng a :
- 20-year pro;eetren will heét:the: prejected water demantis agsociated with thy
~ HollyWood :Center Projédt in addltron to exustsng and- planned future uSesﬂlncIudmg el
agrrculturaI and mdustnal uses. ' 2

BE: IT FURTHER RESQLVED that the Board has consrdered the WSA pnor to rhakmg a
decferdn' prove the WSA; ‘and finds: that. the WSA is edequate and-was: prepared in
* accordanice’ with Water Code S&ction 10910 {c) (2)f and meets the reqwrements Df
Water Code Section 10910 (d) (e) (f), and (g) _ : :

! HEREBY CERTIFY that the faregoing is @ full true, and cerrect copy of a Reselutlon
adopted by the Beard Of Water and Power Oommissroners -of the Glty of Lns Angeles at-
its meeting held I}EC 1 1 ﬁgqg s PR

APPRovsnAsromarrmrmuw PR
U MOHARLY :a,wmar

TINASHIN T -
DEPUTY GITY ATTORNEY







