
 

 
 

  

 
 
 
 
 
 
 

 
 
 

May 7, 2018 
 
Mr. Randy Record 
  Members of the Board of Directors 
Metropolitan Water District of Southern California 
700 N. Alameda Street 
Los Angeles, CA 90012-2944 

 
RE: Board Memo 8-2 - Adopt CEQA determination and approve and authorize the distribution of                

Appendix A for use in the issuance and remarketing of Metropolitan’s bonds – OPPOSE 
 

Board Memo 8-3 - Adopt the CEQA determination and adopt Fourth Supplemental Subordinate 
Resolution to the Master Subordinate Resolution Authorizing the issuance of up to $80 Million of 
Subordinate Water Revenue Bonds, 2018 Series; and approve expenditures to fund the costs of 
issuance of the Bonds – OPPOSE 

 
Dear Chairman Record and Board Members: 
 
We OPPOSE Board memos 8-2 and 8-3 for reasons described below.  

Board Memo 8-2 (Appendix A Issuance of MWD Bonds) 
 
This letter updates several of the most important issues we have raised in previous letters to the MWD 
Board of Directors and management, which are incorporated by reference.i  We also attach a list of 
detailed comments and questions prepared by Water Authority staff on the 3,729 proposed changes 
made to the February 1, 2017 Appendix A redline draft (Redline Draft) (Attachment 2 to 8-2) by MWD 
management, and request review and a response by MWD management, bond counsel, underwriter's 
counsel and other members of the financing team.    
 
1) MWD's new "biannual" process for review of Appendix A disclosures has made Board oversight 
more difficult.  Board Memo 8-2 attaches a February 1, 2017 Redline Draft for review by the Board of 
Directors; however, this is not the most recent Appendix A used by MWD in connection with the sale of 
bonds.  MWD updated Appendix A on May 10 and June 22, 2017, to include changes that are not 
included in the Redline Draft.   

 
The "biannual" procedure MWD management is now followingii has made it more difficult, not easier, for 
board members to track changes to prior bond disclosures.  Indeed, it was not even possible to track the 
changes that were actually made for prior MWD bond sales based on the information provided by staff in 
Board Memo 8-2; instead, independent research was needed to see what MWD's bond disclosures 
actually were for the May and June 2017 bond sales. 
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 We ask again that management consider modifying its process so that updates that are actually made 
carry forward to the next set of proposed changes. This way, when MWD distributes a redline draft to 
the board, members can rely on the fact that the draft actually contains the most recent bond 
disclosures, not an outdated version.  It is unnecessarily difficult and time consuming to try to track 
changes under the process management is now following. 
 
2) The Redline Draft does not fairly disclose risks associated with reduced demand for MWD water. We 
have written many letters describing our concerns that Appendix A does not fairly disclose risks 
associated with reduced demand for MWD water that has already occurred, and which may reasonably 
be expected to continue to decline.  We have noted that MWD's forecasts of the future demand for 
MWD water vary significantly from the projections of its member agencies, because many of them have 
local projects that will permanently reduce demand for MWD water.iii  MWD chooses to ignore these 
projects in its planning processes by including in its supply projections only local projects that already 
exist or are under construction. The Redline Draft also includes a change stating that an acre-foot of 
water is enough to supply three average families in and around the home for one year, instead of two 
(Redline Draft at page A-7).  MWD should disclose the basis for this suggested change and the fact that it 
would represent a significant and potentially material reduction in retail water use that has also not been 
accounted for in MWD's demand projections in its Integrated Resources Plan or otherwise.  

Some of the specific disclosure techniques we have questioned include: a) use of historical numbers that 
are not reasonably projected to be repeated, and which ignore actual, material changed circumstances; 
b) inappropriate use of averaging; c) creation of a new label called "water transactions," rather than 
reporting MWD water sales and wheeling revenues for what they are; and d) attribution of reduced 
demand to conservation efforts rather than acknowledging the real factors driving reduced demand for 
MWD imported water (and which have nothing to do with MWD's conservation programs).iv 
 
We objected many times to MWD's characterization of revenues received for wheeled water under the 
Exchange Agreement as the sale of MWD water at a discount.  This is the first Appendix A presented for 
board approval that proposes to change the longstanding and commonly used financial terminology 
referring to "water sales," "water sold," "water sales revenues," "water purchases" and "water sales 
projections," to employ MWD's new terminology, "water transactions."  We appreciate this step toward 
acknowledging the Court of Appeal decision that the wheeling law applies to the Exchange Agreement, 
and that the revenue MWD receives are in fact wheeling revenues, not the sale of MWD water at a 
discount.v  But while we appreciate the apparent effort to improve disclosure of these facts, we are 
concerned that this particular highly nuanced change will make understanding of the relevant data even 
more confusing if not misleading.  There is no apparent reason why MWD does not simply account 
separately and clearly for the portion of MWD's revenue received from water sales and the portion of 
MWD's revenue received from providing wheeling service.vi   
 
3) The Redline Draft does not fairly disclose risks associated with potential loss of wheeling revenues. 
There are important and different considerations and risks associated with MWD wheeling revenue 
projections as compared to water sales.  First and foremost, the Exchange Agreement gives the Water 
Authority the right to determine, in its sole discretion, and subject only to five (5) years written notice, 
whether to permanently reduce the amount of water to be wheeled via MWD facilities.  As you know, 
the Water Authority Board of Directors is continuing to assess whether wheeling water through MWD's 
facilities is cost-effective.  The Water Authority board will only make a decision once all of the facts are 
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available, including a final legal determination of the Water Authority's claim for offsetting benefits, a 
claim which also is not disclosed in the Redline Draft.  The potential addition of billions of dollars of costs 
associated with allocating the respective twin tunnels costs to transportation will also impact the 
economics of the Water Authority's decision.  MWD should disclose the risks associated with the loss of 
wheeling revenues in Appendix A. 

    
4) The risks associated with California WaterFix are inconsistent with the Board's investment policy 
and fiduciary duty to protect public funds. The risks associated with California WaterFix are more clearly 
presented in the Redline Draft than they had previously been presented to the MWD Board of Directors.  
The risks are great and include spending MWD ratepayer dollars to speculate on investments that are not 
needed by MWD or its ratepayers and are instead being made for the benefit of Central Valley Project 
(CVP) farmers, with respect to which MWD management admits, "receipt of...revenues cannot be 
assured." Redline Draft at page A-17.  Moreover, it seems certain that the CVP farmers will not be willing 
or able to pay that share of costs in full, because they have already expressly declined to do so. If MWD is 
planning to fund the second tunnel to sell at a loss, it should disclose that fact and explain why its 
ratepayers should make up the shortfall, let alone assume 100 percent of the risks of project 
development for the benefit of entities and ratepayers that are outside of MWD’s service area.    

 
MWD has described the MWD Board vote approving funding of up to 64.6 percent of the project, or 
$10.8 billion, as the "financial exposure to MWD."  Redline Draft at page A-16.  While it has also disclosed 
that the actual cost of the WaterFix project "may differ materially" from the costs reported in the Redline 
Draft, and that the 64.6 percent does not include the "acquisition of transfers” (Redline Draft at page A-
17), which will further increase MWD's share of the costs and risks of the project, it has not disclosed that 
the MWD Board vote approving the project did not set any cap on the project's cost and gave the 
General Manager complete discretion how much cost MWD may incur and pay, as well as discretion to 
change the Board of Director's investment policy as necessary.  The risk, therefore, potentially far 
exceeds any numbers included in the Redline Draft.  Delegation of the Board's authority over MWD's 
investment policy should also be disclosed at page A-72 of the Redline Draft. 
 
MWD has stated that the annual cost of the project will be $515 million if everything is completed on 
time and on budget, which MWD itself acknowledges will not occur. Redline Draft at page A-17. MWD 
should disclose that this amount is expressed in 2017 dollars, represents a 100% increase over its current 
annual SWP costs, which must be paid while the project is being constructed and financed over the 15-
year or longer period while no water supply benefits are being provided.  Similarly, while MWD discloses 
that “[t]here can be no assurance all of the permits and approval [for WaterFix] will be obtained by the 
responsible parties in a timely manner or at all” (emphasis added), it does not describe any risk 
assessment or the magnitude of such an eventuality and associated costs over time. MWD should 
provide some estimate of the amount of sunk costs its ratepayers may have to pay if it continues on its 
present spending plan, but the project is ultimately abandoned.  
 
The Redline Draft makes it clear that MWD will be issuing its own revenue bonds and be solely at risk and 
financially responsible for the Central Valley Project share of the costs for the second tunnel: 
“Metropolitan expects that it would finance this entire amount [$5.6 billion for the second tunnel] 
through parity obligations under either its Master Senior Resolution or Master Subordinate Resolution, or 
through a combination of both.” Redline Draft at page A-17.  MWD should disclose that 1) no more water 
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is provided by construction of the second tunnel to its ratepayers (as per MWD's April staff report); and 
2) new legal challenges may be presented based on a variety of legal theories including Proposition 26, 
gift of public funds, waste of public funds, unlawful delegation of the board's authority to the General 
Manager and others.  While the DWR validation claims are disclosed in the Redline Draft, the claims 
regarding MWD's payment of the additional $5.6 billion for the second tunnel are of a different nature.  

Finally, MWD Act 239.2 limits MWD's aggregate revenue bond issuance to MWD’s equity at the end of 
the last fiscal year prior to the issuance of such bonds. MWD’s most recent Comprehensive Annual 
Financial Report (http://www.mwdh2o.com/PDF_Who_We_Are/2017%20CAFR_final.pdf) describes 
MWD’s current debt to equity ratio in 2017 at 63.66 percent, or $2.46 billion in additional debt capacity.  
Based on these numbers, it is not clear how MWD plans to finance the $5.6 billion cost of the second 
tunnel without violating its own Act.  Director Lewinger asked at last month's finance committee meeting 
whether the WaterFix obligation would impact MWD's ability to finance its own CIP and was told by staff 
that it would not.  We request an explanation how all of this debt is planned to be issued and managed 
by MWD management. 

5) MWD's simplistic disclosure of "average" rate impacts from WaterFix is inadequate.  We hope that 
MWD will be more forthcoming in its media and outreach to be consistent with its acknowledgement 
that the WaterFix project will increase water rates by 33 percent.  However, even having said as much 
based on MWD's projections, MWD is also well aware that there is no "average" ratepayer, and that the 
rate impacts from WaterFix will vary greatly among MWD member agencies based upon their demand 
characteristics and usage patterns as well as how MWD allocates its costs.  At a minimum, a range of 
rate impacts should be provided.  For example, the Water Authority has calculated that rate impacts 
could be as high as $23.30, or as low as 55 cents per household per month, depending on where MWD 
assesses WaterFix costs on rates and what interest rate is assumed.  MWD has not provided any rate 
sensitivity analysis that would demonstrate the point at which agencies are likely to seek water supply 
and delivery services using mechanisms and providers other than MWD, or explained how these and 
other MWD fixed costs will be paid if agencies continue to do so.  

 
6) The rate litigation disclosures are partially incorrect and incomplete. First, the disclosures should 
be amended to make clear the important ruling by the Court of Appeal that the wheeling law applies to 
the Exchange Agreement.  As noted earlier, this has been a subject of dispute between the Water 
Authority and MWD for a very long time and has important implications for how MWD describes and 
discloses its revenues and risks.  Now that the Court has decided the issue, MWD must correct its 
disclosures accordingly.  

Second, it should be noted that the Court of Appeal applied Proposition 26 to MWD's rates, in ruling 
that inclusion of MWD's Water Stewardship Rate in the Exchange Agreement price was a breach of the 
Exchange Agreement by MWD.  The changes MWD has included at page A-65 of the Redline Draft are 
completely contrary to the Court of Appeal's ruling, suggesting deletion of language stating that 
Proposition 26 applies to special districts "such as Metropolitan," and continuing to include language that 
MWD "believes" its rates are "not taxes under Proposition 26."  This is a misleading statement that 
appears to suggest Proposition 26 is not applicable to MWD's water rates and charges, whereas it has 
now been decided that it is applicable. 
 

http://www.mwdh2o.com/PDF_Who_We_Are/2017%20CAFR_final.pdf
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Finally, the Court of Appeal's ruling on the Water Stewardship Rate was that demand management costs 
are not properly included in transportation rates.  Neither the trial court nor Court of Appeal made any 
statement limiting this determination to the 2011-2014 record, as stated by MWD.  The only basis for 
such a change would be a substantive change in the nature of the costs being incurred by MWD, but no 
such evidence has ever been presented by MWD.  
 
7) Many of the 3,729 changes in the Redline Draft are not to update changed circumstances, but to 
support MWD's litigation positions and characterizations.  MWD's Chief Financial Officer has explained 
the thousands of changes to MWD's Appendix A over the last few years as being necessary to report 
"changed circumstances."  However, we have noted that changes to MWD's Appendix A frequently 
appear to be driven by MWD positions and characterizations as they evolve in the litigation. The current 
proposed Redline Draft is no exception, as many proposed changes are designed to characterize many 
costs that have previously been described as water supply costs to now being costs of MWD's distribution 
system, without any factual basis supported by cost of service.  In this regard, we believe MWD should 
also disclose in Appendix A the dispute over whether the rate model it uses to set its rates and charges is 
a public record.   

Board Memo 8-3 (Additional Borrowing as Specified) 
 
For reasons we have also previously expressed,vii we are not comfortable with MWD board resolutions 
finding it necessary to borrow more money, when the use of borrowed funds is so uncertain.  At this 
point, we have no way of knowing what funds are planned to be spent on the second tunnel.  The 
issuance of debt is not reasonable when it is impossible to know in advance how MWD will spend 
borrowed money or even what the CIP will consist of given MWD's practice of adding large projects and 
changing the CIP ex post facto.  
 
Sincerely,   
 

    
Michael T. Hogan 
Director 

Keith Lewinger 
Director 

Elsa Saxod 
Director 

Fern Steiner 
Director 

 
 
Attachment: Detailed comments and questions on Redline Draft 
 
cc:   Jeff Kightlinger, MWD General Manager 
        Marcia Scully, MWD General Counsel 
        Gary Breaux, MWD Chief Financial Officer  
        June Skillman, MWD Manager of Budget and Rates 
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i We incorporate by reference all of our prior letters raising questions and concerns about MWD's 
financial disclosures including those dated June 11, 2017, April 30, 2017, February 14, 2017, February 12, 
2017, February 8, 2017, December 11, 2016, June 15, 2016, June 11, 2016, October 12, 2015, June 5, 
2015, November 17, 2014, May 12, 2014, December 9, 2013, June 7, 2013, May 13, 2013, February 11, 
2013, November 5, 2012, October 8, 2012, August 29, 2012, August 20, 2012, February 13, 2012, August 
22, 2011, May 16, 2011, April 9, 2011, December 9, 2010 and September 22, 2010.  We note that many 
comments we have provided in the past have not been substantively addressed by changes in the Official 
Statement Appendix A; we do not repeat, but incorporate by reference all of issues and letters and 
attachments, copies of which are in MWD's possession. 
 
ii In our June 11, 2016 letter, we explained in detail our concerns as board members regarding MWD 
management's proposal to change the process for board member review of bond disclosures to a 
"biannual" review rather than a review each time MWD issues bonds for sale to the public. We later made 
a standing request in our June 15, 2016 letter (responding to Gary Breaux's June 14 letter "Narrowing 
Down Board Approval" of bond disclosures).  We renewed this request again in our February 12, 2017 
letter, as we struggled to track the edits that were sent to the Board of Directors, which were also not 
based on the then most recent version of Appendix A and in fact were edits to a draft Appendix A that was 
never finalized or used in connection with a bond offering we could identify. 
 
iii See for example, letters dated September 6, 2017 (Meeting Summary and Request for Information); 
August 3, 2017 (Discrepancies between MWD's and Member Agencies' 2015 Urban Water Management 
Plans; and MWD's July 13, 2017 Letter Denying Request for Opportunity to Present Information to MWD 
Board of Directors) and July 9, 2017 (Water Planning and Stewardship Committee Item 8c: Report on 
MWD's 2015 Urban Water Management Plan - REQUEST TO MAKE A PRESENTATION TO MWD BOARD OF 
DIRECTORS).  We incorporate all of these letters and attachments, copies of which are in MWD's 
possession. 
 
iv These and many other concerns with the "lexicon" and techniques MWD chooses to employ in its 
Appendix A are detailed in the letters noted at endnote i. 
 
v While there are numerous edits to the Appendix A to revise former claims that MWD's wheeling of the 
Water Authority's Colorado River represents a "sale" of MWD water at a discount, this language still 
appears at page A-22 of the Redline Draft:  "In consideration for the conserved water made available to 
Metropolitan by SDCWA, a lower rate is paid by SDCWA for the exchange water delivered by 
Metropolitan." This language is not redlined in the Redline Draft but should also be changed to be 
consistent with the ruling by the Court of Appeal. 
 
vi Distinguishing wheeling revenue from water sales would also help to more clearly report data and risks 
associated with hydrologic variability which affects MWD water sales but not wheeling revenues.  MWD's 
failure to distinguish (i.e., account for) water sales from wheeling will grow more and more misleading 
over time, as the Water Authority's QSA supplies increase to 280,000 acre-feet annually by 2021.  See 
April 30, 2017 letter RE MWD's Appendix A, Board Distribution Draft dated 04/26/17. 
 
vii See June 11, 2017 letters RE Board Memo 8-1:  Adopt CEQA determination and adopt Ordinance No. 
150 determining that the interests of MWD require the use of revenue bonds, etc. and RE Board Memo 8-
2: Adopt CEQA determination and adopt Third Supplemental Subordinate Resolution to the Master 
Subordinate Resolution, etc., copies of which are in the possession of MWD and incorporated herein by 
reference. 
 

                                                 



Attachment to May 7, 2018 letter re: Board Memos 8-2 and 8-3 
 

Detailed comments and questions prepared by Water Authority staff on the 3,729 proposed changes 
made to the February 1, 2017 Appendix A Redline Draft (Attachment 2 of 8-2) 

 
 
A-1, 2, 36, 38, 40-41, 97 and several other places:  Water Transactions. See letter explanation.  Use of 
this opaque terminology is unnecessarily imprecise. 
 
A-1:  Metropolitan's charges are not subject to PUC or state or federal regulation.  MWD should add that 
it is subject to the requirements of Proposition 26 and other California statutory and constitutional 
limitations on rate-setting. 
 
A-7:  Current Water Conditions, Colorado River.  Replacing “net diversions” with “base supply” makes it 
unclear if 2018’s projected “base supply” of Colorado River water includes the Water Authority’s 
Colorado River supplies. Please clarify.   
 
A-9:  Local water supplies. The inclusion of this section under the heading, "Metropolitan's Water 
Supply" (A-6) confuses the reality that local supplies by definition are not MWD water supplies.  MWD 
has no obligation to "insure" the entire water supply of Southern California and it is not prudent to do 
so.  As noted in prior comments letters, if MWD retains this description of local water supplies, it must 
also include the Water Authority's 280,000 acre-feet of Colorado River water, which it is legally 
obligated to report and treat as a local water supply. 
 
A-11:  Term of State Water Contract.  Given that there is not yet any agreed amendment to the SWC, 
what is the basis of the added language that the term extends not to 2035, but "until all DWR bonds 
issued to finance construction of project facilities are repaid, whichever is longer"?  Also, what is the 
basis of MWD's explanation that some but not all amendments of the SWC must be submitted for 
review by the Legislature? 
 
A-20:  Conserved water vs. exchange water. The suggested edits appear to be litigation driven to support 
the continued argument that MWD's wheeling of the Water Authority's Colorado River supplies 
constitutes the sale of MWD water.  This should be changed to be consistent with the ruling by the 
Court of Appeal that the wheeling law applies to the Exchange Agreement.  This is also discussed in the 
Water Authority Delegates' letter. 
 
A-22:  Water Authority's IID and canal lining water is wheeled by MWD and does not represent the sale 
of MWD water at a discount. This issue is addressed in the body of the delegates' letter. 
 
A-29:  San Bernardino Valley MWD coordinated operating agreement.  Please explain this deletion and 
why this is no longer part of MWD's SWP Programs. 
 
A-32:  Water produced from fallowing. Please clarify whether water produced from fallowing MWD's 
land in the Palo Verde Irrigation District is included in the tally and if not, where the program savings 
from this program is reflected. 
 
A-35:  Demand management programs.  MWD should note that sources of revenue other than the WSR 
and grant funds are used to fund demand management programs.  There is no evidence supporting 
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MWD's statement, which we do not believe is factually accurate, that there are either reduced MWD 
infrastructure costs or system capacity made available by demand management programs, or that all 
users benefit. 
 
A-36:  Cause of lower than budgeted water sales. This is a good example of where the use of the term 
"transactions" is more confusing than helpful.  Wheeling revenues are not variable, water sales are.  
Combining the two buffers the extent to which MWD's water sales projections were over-estimated.  
Further, there is no evidence that the success of MWD's conservation measures directly resulted in 
reduced demand for MWD water.  It would be helpful if MWD actually accounted for water supplies and 
established a baseline against which conservation investments may actually be measured, but thus far, it 
has declined to do so.  As such, there is no evidence to support the statements made about the reason 
for MWD budget shortfalls. 
 
A-36-37:  Preferential rights.  The Water Authority has commented many times that whether or not 
preferential rights are "used" is not up to MWD, but rather, preferential rights are held by the member 
agencies. 
 
A-38-40:  Local supplies. MWD's statements incorrectly describe the Water Authority's IID and canal 
lining water by not describing them as "local supplies," which is what they are and which MWD is 
contractually required to do.  This section again reflects the confusion caused by commingling MWD 
water sales with wheeling revenues for disclosure purposes.  The Redline Draft states, "[c]onsumer 
demand and locally supplied water vary from year to year, resulting in variability in the volume of 
Metropolitan's water transactions," changing the prior, more accurate statement that those factors 
result in variability of MWD's water sales.  It is clear from the techniques MWD is employing in the Draft 
Redline that it is seeking to minimize material changes (e.g., Water Authority's reduced demand) and 
the reality that there is reduced demand for MWD water.  The Water Authority's independent Colorado 
River supplies should be distinguished in the historical table at page A-39 in order for it not to be 
affirmatively misleading. 
 
A-47:  Purpose of MWD's CIP.  MWD is recharacterizing its entire CIP from a program "to meet future 
water demands" to one that involves "infrastructure and system reliability projects, either as upgrades 
to existing capital assets or replacements and refurbishments of existing facilities, etc.," as if none of the 
CIP will be built to meet future water demands.  MWD has also completely eliminated its "Cost of 
Service" identification of its CIP and replaced the historical six categories of CIP cost with seven 
completely different and new categories of CIP costs.  No explanation is offered for these changes or 
how they comport or are consistent with the cost of service report, budget and rates the board set just 
last month.  
 
A-48:  Capital Investment Plan Financing. The description of the Board's internal funding objective to 
fund 60 percent of capital program expenditures from current revenues is not a board policy that has 
been observed in recent years, in which MWD has used pay-as-you-go-funding to meet budget shortfalls 
and at other times, established budgets based on 100% pay-as-you-go-funding.  The description of 
MWD's capital investment plan financing is not accurate and does not reflect the actual facts how MWD 
management has used pay-as-you-go funds 
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A-51:  Metropolitan Revenues.  The statements in this section are misleading due to the proposed 
changes from "water sales" to "water transactions."  MWD water sales accounted for the majority of 
MWD's revenues since the mid-1980's, but that began to change in 2003 when the Water Authority 
wheeled its first 10,000 acre-feet of Colorado River water.  By 2016, the volume of the Water Authority's 
wheeled water was 178,920 acre-feet and that number will grow to 280,000 acre-feet by 2021.  These 
numbers are material and the difference between MWD water sales and wheeling revenues is material.  
MWD should not make the changes in the REDLINE DRAFT that will obfuscate these important facts. 
 
A-53, 59:  Type of service, class of service and class of customers. "Type" of service, "class of service" and 
"class of customer" are not the same thing.  MWD's declaration that it has only one class of "customer" 
is misleading.  While all of its customers are indeed MWD member agencies, MWD had admitted 
repeatedly that the demand characteristics and service patterns of its "customers" varies greatly, and 
those are the factors that must be accounted for when MWD allocates its costs and sets its rates.  
However, its cost of service process is entirely lacking this basic step in the cost of service process.  See 
April 9, 2018 letter RE April 9 Finance and Insurance Committee and April 10 Board Meeting, Agenda 
Item 8-1 approving budget for fiscal years 2018/19 and 2019/20, etc. and attached Cost of Service Rate 
Review dated April 8, 2018, by Municipal & Financial Services Group. 
 
A-56:  Tier 1 and Tier 2 water supply rates and Purchase Orders. The description of Tier 1 and Tier 2 
supply rates are as misleading as MWD's Purchase Orders:  MWD plans to receive no Tier 2 water sales 
revenues and its Purchase Orders do not represent any kind of purchase commitment to MWD.  See 
Water Authority letters dated November 17, 2014 RE Board Memo 8-1 - Approve the proposed terms 
for Purchase Orders with Member Agencies, etc.; October 13, 2014 letter RE Finance and Insurance 
Committee Item 6c - Update on Purchase Orders, January 14, 2013 letter RE Amended and Restated 
Purchase Order for System Water to be Provided by MWD; December 27, 2012 letter RE Amended and 
Restated Purchase Order, etc.; and October 8, 2012 letter RE Board Memo 8-3 - Approve the form of the 
amended and restated Purchase Order, etc.  All of these letters are in the possession of MWD and are 
incorporated herein by reference.  See also comments on MWD's Purchase Order contained in prior 
letters on MWD's updates to Appendix A, listed in endnote i to the delegates' letter. 
 
A-57:  Litigation disclosures. This issue is addressed in the delegates' letter. 
 
A-58:  Availability or use of MWD water or distribution system.  It is impossible to understand what 
MWD intends by the changes to its description of "other charges," from, "[t]he following paragraphs 
describe the additional charges for the use of Metropolitan's water, to the following paragraphs describe 
the additional charges for the use of Metropolitan's distribution system.'  While these are presumed to 
be litigation driven changes, as discussed in the delegates' letter, there is no explanation for how these 
proposed changes tie, if at all, to MWD's cost of service. 
 
A-63:  Financial Reserve Policy. MWD's description of its maximum reserve policy as a "target" rather 
than a cap is a reinvention of history.  See March 21, 2018 letter from Director Lewinger to CFO Gary 
Breaux RE budget and rate questions, which is in the possession of MWD and incorporated herein by 
reference. 
 
A-64:  Short term revolving credit facilities. Please clarify the status of the two short-term revolving 
credit facilities, reference to which has been stricken by the proposed edits. 
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A-65, 66-70:  Proposition 26 and litigation challenging rate structure. These issues are addressed in the 
delegates' letter. 
 
A-87-90:  State Water Project vs. "contract and California WaterFix."  MWD is confusing the discussion of 
features of the State Water Project as compared to WaterFix, and appears to assume that they may be 
treated as the same project for some purposes but not for others.  For example, it is unclear whether 
MWD believes that it has the power to levy ad valorem taxes if its revenues are insufficient to pay for 
the second tunnel. 
 
A-97-102:  Historical and Projected Revenues and Expenses.  MWD discusses its "comprehensive 
analytical process" to project revenues and expenses, but that is a substitute for planning based on 
actual facts.  MWD wants to change terminology to make it appear that its water sales have not 
declined significantly and its projected demand for MWD water depends on ignoring the active plans of 
many of its member agencies and sub-agencies to conserve and develop local water supplies in lieu of 
reliance on MWD's imported water.   
 
A-103-104:  Management's discussion. Management's analysis depends on the same artifice recasting 
water sales as water transactions.  There is no reasonable basis to believe that MWD's water rates will 
remain within the stated range if it moves forward with the financing of the second tunnel as currently 
planned. 
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