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NOTES TO BASIC FINANCIAL STATEMENTS
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June 30,2009 and 2008

Amounts
June 30, June 30, June 30, Due Within
(Dollars in thousands) 2007 Additions  Reductions 2008 Additions Reductions 2009 One Year
Off-aqueduct power
facilities (Note 9e) $ 72,523 $ — $ (5,864) $ 66,659 $ - % (5889 $ 60,770 $ 7,123
Compensated absences 40,496 23,098 (18,680) 44914 19,657 (17,861) 46,710 16,600
Customer deposits and
trust funds 41,391 17,333 (8,556) 50,168 20,474 (28,187) 42,455 5,312
Other postemployment
benefits (Note 8) 43,118 19,815 — 62,933 21,175 — 84,108 —
Workers' Compensation
and third-party
claims (Note 14) 36,593 22,010 (27,524) 31,079 6,819 (11,201) 26,697 6,059
Other long-term
liabilities 5,377 95 (59) 5,413 34 (168) 5,279 60

Total other long-term liabilities ~ $ 239,498 $ 82,351 $ (60,683) $ 261,166 $ 68,159 $ (63,306) $ 266,019 $ 35,154

7. PENSION PLAN

(a) Plan Description

Metropolitan contributes to the California Public Employees’ Retirement System (CalPERS), an agent
multiple-employer public employee defined benefit pension plan. All full-time Metropolitan employees are
required to participate in CalPERS. CalPERS provides retirement and disability benefits, annual cost-of-living
adjustments, and death benefits to plan members and beneficiaries. CalPERS acts as a common investment and
administrative agent for participating public entities within the State of California. A menu of benefit provisions
as well as other requirements is established by State statutes within the Public Employee’s Retirement Law.
Metropolitan selects optional benefit provisions from the benefit menu by contract with CalPERS and adopts
those benefits through Board approval. CalPERS issues a separate comprehensive annual report. Copies
of CalPERS’ annual financial report may be obtained from its Executive Office, 400 Q Street, Sacramento,
CA 95811.

(b) Funding Policy

Active plan members are required to contribute 7.0 percent of their annual covered salary. Effective July 1,
2001, Metropolitan contributes the full 7.0 percent for all active plan members. In addition, Metropolitan
is required to contribute the actuarially determined remaining amount necessary to fund the benefits for
its members. The actuarial methods and assumptions used are those adopted by the CalPERS Board of
Administration. The required employer contribution rate for fiscal year 2009 and 2008 was 11.432 percent
and 11.405 percent, respectively. The contribution requirements of the plan members are established by State
statute and the employer contribution rate is established and may be amended by CalPERS.
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(c) Annual Pension Cost and Net Pension Obligation
Metropolitan’s annual pension cost and net pension obligation (asset) to CalPERS for fiscal year 2009 and the
two preceding fiscal years were as follows:

June 30,
(Dollars in thousands) 2009 2008 2007
Annual required contribution $ 35970 $ 34,334 $ 31,708
Interest on net pension obligation (asset) — — —
Adjustment to annual required contribution — — 926
Annual pension cost 35,970 34,334 32,634
Contributions made (35,970) (34,334) (32,634)
Increase in net pension obligation (asset) - — —
Net pension obligation (asset), beginning of year — — —
Net pension obligation (asset), end of year $ — $ — $ —

For fiscal year 2009, Metropolitan’s annual pension cost and contribution made was $35,970,000. The annual
pension cost includes $13,662,000 for Metropolitan’s pickup of the employee’s 7.0 percent share. The required
contribution was based on CalPERS June 30, 2006 actuarial valuation using the entry-age-normal actuarial
cost method with the contributions determined as a percent of pay. This is the latest information available
from CalPERS relating to the current fiscal year. The actuarial assumptions included (a) a 7.75 percent
investment rate of return (net of administrative expenses), (b) projected annual salary increases that vary
by age and duration of service, and (c) an inflation component of 3.0 percent. Metropolitan’s net pension
obligation (asset) was being amortized as a level percentage of payroll on a closed basis. The actuarial value of
CalPERS assets was determined using techniques that smooth the effect of short-term volatility in the market
value of investments over a fifteen-year period (smoothed market value).

Three-Year Trend Information for CalPERS

Annual Pension Percentage of Net Pension
(Dollars in millions) Cost (APC) APC Contributed Obligation (Asset)
Year ended June 30:
2007 $ 32,634 100% $ —
2008 $ 34,334 100% $ —
2009 $ 35970 100% $ —
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(d) Funded Status and Funding Progress

As of June 30, 2007, the most recent actuarial valuation date, the plan was 92.4 percent funded. The actuarial
accrued liability for benefits was $1,247.9 million, and the actuarial value of assets was $1,153.1 million,
resulting in an unfunded actuarial accrued liability (UAAL) of $94.8 million. The covered payroll (annual
payroll of active employees covered by the plan) was $180.0 million, and the ratio of the UAAL to the covered
payroll was 52.6 percent.

The schedule of funding progress, presented as required supplementary information (RSI) following the notes
to the basic financial statements, presents multiyear trend information about whether the actuarial value of
plan assets is increasing or decreasing over time relative to the actuarial accrued liability for benefits.

8. POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS

(a) Plan Description

Through CalPERS, Metropolitan offers medical insurance to active and retired employees, as well as
their qualified dependents. The CalPERS plan is an agent multiple-employer plan governed by the Public
Employees’ Medical & Hospital Care Act (PEMHCA). Under PEMHCA, health coverage for the employee
continues into retirement. Current plans offered are PERS Care PPO, PERS Choice PPO, Blue Shield HMO,
and Kaiser HMO. Benefit provisions are established through negotiations between Metropolitan and its
various bargaining units, which also apply to retirees. This benefit was provided to 1,310 and 1,287 retired
Metropolitan employees at June 30, 2009 and 2008, respectively. CalPERS issues a separate comprehensive
annual report that includes financial statements for its Health Care Fund. Copies of CalPERS’ annual financial
report may be obtained from its Executive Office, 400 Q Street, Sacramento, CA 95811.

(b) Funding Policy

Contribution requirements are negotiated between Metropolitan and its various bargaining units. During
fiscal year 2009, Metropolitan contributed 90% of the PERS Care PPO Los Angeles regional basic plan rate
towards all plans. Funding was on a pay-as-you-go basis for fiscal year 2009 and 2008. During fiscal year 2009
and 2008, Metropolitan contributed, net of participant contributions as determined by CalPERS, $10,600,000
and $10,152,000, respectively.

(c) Annual OPEB Cost and Net OPEB Obligation

Metropolitan’s annual other postemployment benefit (OPEB) cost is calculated based on the annual required
contribution of the employer (ARC), an amount actuarially determined in accordance with the parameters
of GASB Statement 45. The ARC represents a level of funding that, if paid on an ongoing basis, is projected
to cover normal cost each year and amortize any unfunded actuarial liabilities over a defined period. In fiscal
2008, a 30-year fresh start amortization replaced the previous fiscal year’s 20-year amortization period.
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The annual OPEB cost and net OPEB obligation at June 30, 2009, and the two preceding fiscal years, was as
follows:

June 30,
(Dollars in thousands) 2009 2008 2007
Annual required contribution $ 31,101 $ 29,905 $ 30,648
Interest on net OPEB obligation 3,147 2,145 977
Adjustment to annual required contribution (2,473) (2,083) (1,018)
Annual OPEB cost 31,775 29,967 30,607
Contributions made (10,600) (10,152) (9,207)
Increase in net OPEB obligation 21,175 19,815 21,400
Net OPEB obligation, beginning of year 62,933 43,118 21,718
Net OPEB obligation, end of year $ 84,108 $ 62,933 $ 43,118

For fiscal year 2009, Metropolitan’s annual OPEB cost was $31,775,000. Contributions made of $10,600,000
were equal to the pay-as-you-go amount and represented 33 percent of the annual OPEB cost. The required
contribution was based on a June 30, 2007 actuarial valuation using the entry-age-normal actuarial cost
method with contributions determined as a level percent of pay. The actuarial assumptions included (a) a
5.0 percent investment rate of return, (b) a 3.0 percent inflation component, and (c) healthcare cost trend rates
as follows: (i) HMO - starting at 9.7 percent, grading down to 4.5 percent over nine years, (ii) PPO - starting
at 10.5 percent, grading down to 4.5 percent over nine years. The assumptions used in the actuarial valuation
are subject to future revisions as actual results are compared to past expectations and new assumptions are
made about the future.

(d) Funded Status and Funding Progress
The funded status of the plan at June 30, 2007, was as follows:

(Dollars in thousands)

Actuarial accrued liability (AAL) $ 393,476
Actuarial value of plan assets —
Unfunded actuarial accrued liability (UAAL) $ 393,476
Funded ratio (actuarial value of plan assets / AAL) 0.0%
Covered payroll (active plan members) $ 170,059
UAAL as a percentage of covered payroll 231.4%

Actuarial valuations of the ongoing plan involve estimates of the value of reported amounts and assumptions
about the probability of occurrence of events far into the future. Examples include assumptions about future
employment, mortality, and the healthcare cost trend.

The schedule of funding progress, presented as RSI following the notes to basic financial statements, presents

multiyear trend information that shows whether the actuarial value of plan assets is increasing or decreasing
over time relative to the actuarial accrued liabilities for benefits.
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9. COMMITMENTS AND CONTINGENCIES
(a) State Water Contract (see Note 10)
Estimates of Metropolitan’s share of the projected fixed costs of the State Water Project (SWP) are provided
annually by the State. The estimates are subject to future increases or decreases resulting from changes in
planned facilities, refinements in cost estimates, and inflation. During the next five years, payments under the
State Water Contract, exclusive of variable power costs, are currently estimated by the State to be as follows:

State Water

(Dollars in thousands) Contract Payments
Year ending June 30:
2010 $ 428,379
2011 $ 436,095
2012 $ 424,367
2013 $ 408,777
2014 $ 372,262

According to the State’s latest estimates, Metropolitan’s long-term commitments under the contract, for
capital and minimum operations and maintenance costs, including interest to the year 2035, are as follows:

State Water Contract

(Dollars in thousands) Long-Term Commitments
Transportation facilities $ 4,470,839
Conservation facilities 1,872,126
Off-aqueduct power facilities (see Note 9e) 390,664
East Branch enlargement 666,327
Revenue bond surcharge 727,024
Total long-term SWP contract commitments $ 8,126,980

Metropolitan intends to exercise its option to extend its agreement with the State through 2052, which will
result in annual minimum operations and maintenance costs through 2052. In addition, the amounts shown
above do not contain any escalation for inflation, are subject to significant variation over time because the
amounts are based on a number of assumptions, and are contingent on future events. None of the estimated
long-term commitments, other than $249.8 million of State Water Contract payments for July through
December 2009 (see Note 1k) and the $60.8 million obligation related to loss accruals on certain off-aqueduct
power facilities (see Note 9e), are recorded as liabilities in the accompanying basic financial statements.

Bay/Delta Regulatory and Planning Activities. The State Water Resources Control Board (State Board) is the
agency responsible for setting water quality standards and administering water rights throughout California.
Decisions of the State Board can affect the availability of water to Metropolitan and other water users
throughout California. The State Board exercises its regulatory authority over Bay/Delta watershed supplies
by means of public proceedings leading to regulations and decisions.
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In September 2006, Governor Schwarzenegger established a Delta Vision Process to identify a strategy for
managing the Delta as a sustainable resource. The process is tied to legislation that created a Blue Ribbon Task
Force (BRTF) and cabinet-level committee (Delta Vision Committee) tasked with developing a durable vision
for sustainable management of the Delta over the long term. The Delta Vision is anticipated to broaden the
focus of past efforts and recommend actions that will address the full array of natural resource, infrastructure,
land use, and governance issues necessary to achieve a sustainable Delta. The BRTF released its final Delta
Vision Strategic Plan in October 2008. The Delta Vision Committee considered the BRTF’s final strategic
plan and submitted its final implementation report to the Governor in January 2009.

The Bay Delta Conservation Plan (BDCP), which began in 2007, is a voluntary collaboration of state, federal,
and local water agencies, state and federal fish agencies, environmental organizations, and other interested
parties to provide a comprehensive habitat conservation and restoration program for the Delta. In addition,
the BDCP will provide the basis for permits under federal and state endangered species laws for activities
covered by the plan based on the best available science, identify sources of funding, provide for an adaptive
management and monitoring program, and streamline the permitting process for projects covered by the plan.
It is expected that the BDCP will be approved, and a permit decision will be made by the end of 2010 .

Other issues such as the recent decline of some fisheries in the Delta and surrounding regions and certain
operational actions in the Delta have significantly impacted Metropolitan’s water supply from the Delta.
While the impact on future revenues of such potential actions is not known at this time, pumping restrictions
in the Delta are in place to protect certain endangered species.

(b) Imperial Irrigation District

As of June 30,2009, Metropolitan had advanced to the Imperial Irrigation District (IID) a total of $231.8 million
for construction costs, operations and maintenance costs, and conservation projects. Metropolitan remains
obligated to pay IID approximately $9.9 million per year (2009 dollars) for actual operation and maintenance
costs for the remainder of this agreement through at least 2041. In return, Metropolitan will receive between
85,000-105,000 acre-feet of water annually depending upon the amount used by Coachella Valley Water
District. A total of 85,000 and 89,000 acre-feet may be/was available in calendar years 2009 and 2008,
respectively, for diversion by Metropolitan (see Note 4a).

(c) Sale of Water by the Imperial Irrigation District to
San Diego County Water Authority

In April 1998, the San Diego County Water Authority (SDCWA) and IID executed an agreement (Transfer
Agreement) for SDCWA’s purchase from IID of Colorado River water currently delivered to IID. SDCWA
is a Metropolitan member agency and the largest water purchaser from Metropolitan. In October 2003 the
Transfer Agreement was revised as part of the Quantification Settlement Agreement (QSA) and sets the
transfer amount at 200,000 acre-feet per year, with transfers ramping up to that amount over an approximate
20-year period (see Note 9d).

No facilities presently exist to provide for delivery of water directly from IID to SDCWA. The Transfer

Agreement provides that IID water be delivered to SDCWA through existing facilities owned by Metropolitan.
On November 10, 1998, the boards of directors of Metropolitan and SDCWA authorized execution of an
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exchange contract, which provides for transfer to Metropolitan of conserved water that SDCWA receives
from IID pursuant to the Transfer Agreement and delivery of a like quantity of water by Metropolitan to
SDCWA. The exchange contract was amended and restated pursuant to the QSA. The price payable by
SDCWA for conveyance of these deliveries will be the charges set by Metropolitan’s Board from time to
time that are applicable to the conveyance (or wheeling/exchange) of water by Metropolitan on behalf of its
member agencies (see Note 1c).

(d) Quantification Settlement Agreement

The Quantification Settlement Agreement (QSA) is part of the California Plan, which is a plan to reduce
California’s use of Colorado River water to its basic apportionment of 4.4 million acre-feet per year when
necessary through water conservation, transfers from higher priority agricultural users to Metropolitan’s
service area, and storage programs. The QSA was executed in October 2003 and establishes Colorado River
water use limits for IID, the Coachella Valley Water District, and Metropolitan. It also provides for specific
acquisitions of conserved water and water supply arrangements for up to 75 years and restores the opportunity
for Metropolitan to receive any special surplus water.

(e) Abandoned Off-Aqueduct Power Facilities

The state Department of Water Resources (DWR) has financed the construction of certain off-
aqueduct power facilities in order to provide power for water transportation purposes for
the State Water Project system. Two geothermal facilities have been abandoned by DWR
due to insufficient steam supply to operate the plants at their planned capacities. As a result of
these actions by DWR, Metropolitan recorded losses of $204.1 million in prior fiscal years.
Metropolitan’s estimated remaining long-term contractual obligations for these facilities as of June 30, 2009,
which are based on the State’s latest estimates, including average interest of 5.5 percent through the year 2024,
are shown in the following table (see Note 6):

(Dollars in thousands) Principal Interest Total
Year ending June 30:
2010 $ 7123 $ 3467 $ 10,590
2011 6,032 3,067 9,099
2012 6,472 2,648 9,120
2013 10,288 2,195 12,483
2014 8,839 1,644 10,483
2015-2019 14,477 3,782 18,259
2020-2024 7,539 1,184 8,723
Total obligations 60,770 $ 17,987 $ 78,757
Less current portion (7,123)
Long-term portion of obligations $ 53,647

(f) Construction Programs and Contracts

At June 30, 2009, the estimated cost, excluding contingencies, of Metropolitan's capital program through
fiscal year 2015 totals approximately $2,189.3 million, includes escalation of 2.77 percent per year for
unfunded components of capital programs.
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Included in Metropolitan’s capital program is $51.1 million to complete the Inland Feeder Project, a pipeline
conveyance system that will nearly double the capability to receive water from the East Branch of the State
Water Project. This pipeline system is scheduled for completion in fiscal year 2011 with an estimated total
cost of $1.186 billion.

The capital program also includes $691.0 million of estimated costs for facilities that may be required to meet
current water quality standards (see Note 9h) and $236.1 million for San Diego Pipeline No. 6.

Metropolitan had commitments under construction contracts in force as follows:

June 30,
(Dollars in thousands) 2009 2008
Inland Feeder Project $ 37,513 $ 107,562
Filtration plants and oxidation retrofit project 153,901 49,822
Treatment plant chemical systems modifications/upgrades - 1,709
Weymouth treatment plant coagulant tank farm modification 5,418 10,437
Distribution system-air release and vacuum valve replacements 1,215 4,371
Weymouth plant-operations and maintenance bldg. - 2,815
Perris Valley pipeline 17,609 40,752
Jensen water treatment plant solids thickeners 5 & 6 3,334 —
Other 4,194 6,228
Total $ 223184  § 223,69

These commitments are being financed primarily with revenue bonds secured by Metropolitan’s net operating
revenues.

(g) Claims and Litigation

In July 1998, a case entitled Dewayne Cargill et al. v. Metropolitan Water District of Southern California et al.
was filed against Metropolitan. This case is a class action lawsuit brought by various categories of temporary
workers against Metropolitan and certain temporary agencies, claiming that Metropolitan misclassified them
as temporary workers to avoid providing them the same rights and benefits given to regular employees, and
seeking the full benefits of public employment, including membership in the California Public Employees’
Retirement System (PERS) on a retroactive basis.

The parties initially litigated the legal standard of eligibility for PERS benefits. PERS intervened in support
of plaintiffs” position that the common law standard of employment governs. On February 26, 2004, in a case
of first impression, the California Supreme Court ruled that Metropolitan is required to enroll in PERS all
temporary workers who would be considered Metropolitan employees under California common law. The
Supreme Court did not decide whether plaintiffs are in fact common law employees of Metropolitan, whether
plaintiffs (if they are determined to be Metropolitan employees for PERS purposes) are entitled to enrollment
in PERS as of the dates they were first employed, whether plaintiffs are Metropolitan’s employees for any
purpose other than PERS enrollment, or whether they are entitled to any benefits as employees under other
provisions of law.
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The legal issue heard by the California Supreme Court was limited to the standard of eligibility for PERS
benefits and did not address plaintiffs’ claims for rights and benefits under Metropolitan’s Administrative
Code. The parties reached a court-approved settlement of the Administrative Code claim. Pursuant to
the settlement, Metropolitan paid $35.0 million to a settlement fund. The remaining portion of the case
concerns implementing the Supreme Court’s ruling establishing common law eligibility for PERS benefits.
That effort involves enrolling eligible temporary workers, resolving eligibility disputes, and addressing the
potential penalties associated with late PERS enrollment. The parties agreed to address eligibility disputes by
submitting test cases before administrative judges covering different categories of temporary worker services.
Metropolitan received an adverse determination from PERS on the penalty issue. While Metropolitan
continues to maintain that PERS should not apply any penalty provision, the parties have entered into a
settlement agreement that fully resolves plaintiffs’ PERS claim. The settlement provides for a claims process
which Metropolitan estimates will result in approximately 1,500 claims for PERS benefits. The estimated
potential liability is in the range of $15.0 million to $30.0 million. As of June 30, 2009, $18.8 million has
been expensed.

On April 25, 2005, a group of 14 State Water Project contractors filed suit against the Department of Water
Resources challenging the manner in which it allocates certain energy costs and revenues related to operation of
the State Water Project. Among other things, these contractors allege that the Department of Water Resources
has been and is administering certain provisions of State Water Contract incorrectly, depriving them of “all
benefits” derived from the sale or other disposal of electrical energy generated at the Hyatt-Thermalito power
facility. The plaintiffs have not alleged specific amounts for damages. Metropolitan and 12 other State Water
Project contractors have intervened in the litigation. Metropolitan believes that Hyatt-Thermalito energy
costs and revenues have been and are being allocated by the Department of Water Resources in a manner that
is both legal and equitable. However, if plaintiffs are successful, tens of millions of dollars in annual costs
could be shifted from State Water Project contractors located north of the Tehachapi Mountains to State
Water Project contractors located south of the Tehachapi Mountains and on the Central Coast, including
Metropolitan. In November 2006, the trial court divided the litigation into two phases, liability and damages.
In March 2007, the court further divided the liability phase into a contract interpretation phase and an
affirmative defenses phase. A bench trial limited to contract interpretation issues began November 5, 2008,
and concluded on December 12, 2008. The parties submitted post-trial briefs on a schedule that extended
through May 2009. On August 21, 2009, the court issued a tentative decision in favor of the Department of
Water Resources and the intervening parties (see Note 15).

A number of other suits and claims arising in the normal course of business are pending against Metropolitan.
In the opinion of Metropolitan’s General Counsel, the adverse results, if any, of such legal actions on these
suits and claims will not have a material effect on Metropolitan’s financial position.

(h) Drinking Water Quality Standards

Under the Safe Drinking Water Act Amendments of 1996, Congress required the United States Environmental
Protection Agency to set new drinking water quality standards. New standards to control microbial pathogens
and disinfection byproducts (DBPs) became effective in 2002. These rules are known as the Interim Enhanced
Surface Water Treatment Rule and the Stage 1 Disinfectants/Disinfection By-Product Rule. These standards
became more stringent in a second set of regulations effective 2006. The second set of regulations (the Stage 2
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Disinfectants/Disinfection Byproducts Rule and the Long-Term 2 Enhanced Surface Water Treatment Rule)
are being phased in over three years but will not require additional capital investment by Metropolitan.

Metropolitan identified ozone disinfection as the most cost-effective option to minimize the production of
DBPs and achieve other water quality objectives. Ozone is being installed as the primary disinfectant at all
five of Metropolitan’s treatment plants. Ozone is in various stages of implementation. It is operational at
the Mills and Jensen plants, is under construction at the Skinner and Diemer plants, and is in design at the
Weymouth plant. It will be operational at these three remaining plants between 2009 and 2014. The estimated
cost of implementing ozone treatment at all five plants is approximately $1.22 billion.

(i) Arbitrage Rebate Obligation

At June 30, 2009 and 2008, Metropolitan had general obligation and revenue bonds outstanding which are
subject to arbitrage limitations. The term arbitrage rebate refers to the required payment to the U.S. Treasury
of excess earnings received on applicable tax-exempt bond proceeds that are invested at a higher yield than
the yield of the tax-exempt bond issue. Metropolitan’s ultimate rebate of arbitrage earnings on these issues is
contingent on various factors, including future yields on invested proceeds.

As of June 30, 2009 and 2008, Metropolitan’s recorded arbitrage rebate liability was $55,000 and $146,000,
respectively. The rebate obligations are generally computed and adjusted, as applicable, on an annual basis in
accordance with regulations promulgated by the U.S. Treasury Department. Required rebates are generally
due and payable in five-year intervals during the life of debt issues, with final rebates due upon the retirement
of the debt issues.

(i) Landfill Obligation

Federal and State laws and regulations require that Metropolitan perform certain maintenance and monitoring
functions at its sole landfill site for 30 years after closure. They further require that a separate funding
mechanism be established to ensure that sufficient funds are available for closure and postclosure costs. In
October 1995, the landfill was closed and management's estimate of closure and postclosure costs for this
site totaled approximately $2.0 million. The required thirty-year postclosure maintenance and monitoring of
the landfill officially started in January 1998, after the installation of the landfill's final cover was completed.
During fiscal year 2009, $48,000 was expended for postclosure maintenance and monitoring activities.

The actual cost of postclosure care may be higher due to inflation, changes in technology, or changes in
landfill laws or regulations. Funding of these costs has been derived from a separate trust account that has
been established for closure and postclosure costs. The balance of the trust account is sufficient to cover the
landfill liability. At June 30, 2009 and 2008, approximately $969,000 and $1,019,000 net of interest receipts and
disbursements were available, respectively, in this account.

(k) Purchase Commitments

Metropolitan has firm obligations in the forward power markets. These obligations were entered into
to mitigate energy price volatility. Metropolitan’s forward purchase obligations at June 30, 2009 are
$11.4 million for fiscal year 2010 and $3.5 million for fiscal year 2011.
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10. PREPAID STATE WATER PROJECT COSTS
State Water Project activity for the fiscal year ended June 30, 2009 and 2008 was as follows:

June 30, June 30, June 30,
(Dollars in thousands) 2007 Additions Reductions 2008 Additions Reductions 2009
State Water Project costs $ 3,839,859 $ 185402 $ (51,245) $ 3,974,016 $ 191,736 $ (47,801) $ 4,117,951
Accumulated amortization (2,362,049)  (124,171) — (2,486,220) (123,470) — (2,609,690)
State Water Project costs, net $ 1,477,810 $ 61,231 $ (51,245) 1,487,796 $ 68,266 $ (47,801) 1,508,261
Less current portion 124,171 123,470
Noncurrent portion $ 1,363,625 $ 1,384,791

Metropolitan is one of 29 water suppliers contracting with the State of California for a system to provide
water throughout much of California. Under the terms of the State Water Contract, as amended, Metropolitan
is obligated to pay allocable portions of the cost of construction of the system and ongoing operations and
maintenance costs through at least the year 2035, regardless of the quantities of water available from the
project (see Note 9a). Metropolitan and the other contractors may also be responsible to the State for certain
obligations of any contractor who defaults on its payments to the State.

Approximately 24 percent and 28 percent of Metropolitan’s total expenditures during fiscal years 2009 and
2008, respectively, pertained to its net payment obligations for the State Water Project. These payments were
primarily based on contractual water delivery entitlements, the requested and actual deliveries received, and
the cost of power required for such deliveries, offset by credits received from the project.

Management’s present intention is to exercise Metropolitan’s option to extend the contractual period to at
least 2052, under substantially comparable terms. This corresponds to an estimated 80-year service life for
the original facilities. The State is obligated to provide specified quantities of water throughout the life of the
contract, subject to certain conditions.

The State has power generation facilities associated with its reservoirs and aqueducts. In addition to these
power facilities, the State has, either on its own or through joint venture, financed certain off-aqueduct
power facilities (OAPF). The power generated is utilized by the system for water transportation purposes.
Power generated in excess of system needs is marketed to various utilities and California’s power market. The
revenues resulting from sales of excess power reduce the costs of pumping. Metropolitan and the other water
contractors are responsible for repaying the capital and operating costs of the OAPF regardless of the amount
of power generated (see Note e).

Metropolitan defers its share of system construction costs as prepaid State Water Project costs when such
costs are billed by the State (see Note 9a). Unamortized prepaid State Water Project costs essentially represent
a prepayment for future water deliveries through the State system. Metropolitan’s share of system operations
and maintenance costs is charged to expense.

Metropolitan amortizes a portion of prepaid State Water Project costs each month using a formula that
considers the total estimated cost of the project, the estimated useful life, and estimated production capacity
of the assets based upon information provided by the State of California. In fiscal year 2006, the formula was
modified to use entitlements in place of deliveries as the production capacity estimate. Amortization expense
totaled $123.5 million and $124.2 million in fiscal years 2009 and 2008, respectively.
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I11. DEPOSITS, DEFERRED CHARGES, AND OTHER
Balances at June 30, 2009 and 2008 were as follows:

June 30,
(Dollars in thousands) 2009 2008
Deferred charges-SWP Minimum OMP&R $ 108,084 $ 108,178
Deferred water rights 83,183 111,154
Deferred charges-Kern Delta 32,729 28,492
Deferred charges-Delta Habitat 17,147 —
Deferred charges-Bay/Delta 7,397 7,465
Prepaid expenses 27,525 26,939
Feasibility studies 20,274 13,879
Other 4,951 5,081
Total deposits, deferred charges and other 301,290 301,188
Less current portion (131,269) (133,727)
Noncurrent portion $ 170,021 $ 167,461

(a) Deferred Charges—SWP Minimum OMP&R
Metropolitan receives calendar year billings from the Department of Water Resources each July for the
subsequent calendar year. The invoice is accrued and payable over the twelve-month period. The amount
deferred at June 30 of each fiscal year represents the operating, maintenance, power and replacement
(OMP&R) costs applicable to the first six months of the next fiscal year. Accordingly, these deferred charges
are classified as current assets at June 30, 2009 and 2008.

(b) Deferred Water Rights

Metropolitan has entered into several water exchange and storage agreements with other agencies. These
agreements provide Metropolitan with additional reliable water supplies to supplement deliveries of Colorado
River and State Water Project water. Metropolitan is also actively pursuing other agreements, both within and
outside its service area, to provide additional water supplies. The exchange and storage agreements generally
provide for advance delivery of water during periods when water is available. At a later time when water is
needed, these programs can then return water to improve Metropolitan’s reliability. Expenditures associated
with these agreements have been recorded as deferred charges and are charged to cost of water as the rights
are exercised. At June 30, 2009 and 2008, deferred water rights totaled approximately $83.2 million and
$111.2 million, respectively, based on volumes of 552,000 acre-feet and 946,000 acre-feet, as of such dates.

(c) Deferred Charges—Kern Delta

Metropolitan entered into an agreement with the Kern Delta Water District for the development of a water
management program. The agreement includes a Regulation Program and a Transportation Program. Under
the terms of the Regulation Program, Kern Delta will regulate the storage and delivery for Metropolitan of
up to 250,000 acre-feet of water and currently has 14,821 acre-feet in the program. The program is intended to
provide a minimum recharge and return capability of 50,000 acre-feet annually. Construction of infrastructure
is required in order to meet the program’s dry year minimum return. Total capital costs are expected to be
approximately $33.0 million in 1999 dollars with an escalation clause. These costs will be recorded as deferred
charges until construction is completed.
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NOTES TO BASIC FINANCIAL STATEMENTS
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June 30,2009 and 2008

The transportation program provides Metropolitan with priority rights to convey water acquired by
Metropolitan from third parties through the Kern-Delta facilities to the California Aqueduct for ultimate
delivery to Metropolitan. This program terminates on December 31, 2029. Metropolitan is currently
negotiating an amendment to the program that will extend the term to November 4, 2035.

(d) Delta Habitat Conservation and Conveyance

In March 2009, Metropolitan, other State Water Project contractors, federal Central Valley Project
contractors, and the U.S. Department of Interior’s Bureau of Reclamation entered into funding agreements
with the California Department of Water Resources. The agreements are known collectively as the Delta
Habitat Conservation and Conveyance Program (DHCCP) Funding Agreement. Metropolitan’s three-year
agreement provides funding of approximately $35 million for Metropolitan’s share (24 percent) of the costs
for environmental analysis, planning and design of Delta conservation measures including Delta conveyance
options. The DHCCP agreement is intended to support and complement certain activities of the Bay Delta
Conservation Plan for restoration of the California Delta. If the DHCCP is approved for construction,
DWR intends to issue revenue bonds in an amount sufficient to reimburse Metropolitan for all funding. If
the DHCCP is not approved to proceed with construction, no reimbursement will occur.

(e) Deferred Charges—Bay/Delta

In December 1994, representatives from state and federal resource agencies, and urban, agricultural, and
environmental agencies agreed to a set of principles to implement a protection plan for the San Francisco
Bay/Delta Estuary. Among the principles was a commitment by agricultural and urban water agencies to
fund $60.0 million to help initiate a comprehensive program to address nonoutflow-related impacts to the
Bay/Delta environment. The Secretary of the Interior requested Metropolitan to guarantee $10.0 million
annually for three years, for a total of $30.0 million, to be made available for the restoration fund created
by the principles. Metropolitan’s final payment of its $30.0 million commitment was made in June 1998.
Metropolitan’s contributions are accounted for as deferred charges that are charged to expense based on
expenses by the restoration fund. The amount charged to expense totaled $69,000 and $72,000 for fiscal years
ended June 30, 2009 and 2008, respectively. During fiscal year 2001, Metropolitan became trustee for the
unspent funds, which totaled $7.4 and $7.5 million at June 30, 2009 and 2008, respectively.

(f) Feasibility Studies/Reimbursable Projects

Metropolitan conducts studies to determine if construction projects are feasible. The costs of these studies are
recorded as deferred charges until the study has been completed. If the study shows that the project is feasible,
the study costs are capitalized as project costs. Otherwise, the study costs are charged to operating expense.

Reimbursable projects include work Metropolitan is contracted to perform for outside, non-related parties,
and is subsequently billed for reimbursement.

12. DEFERRED COMPENSATION AND SAVINGS PLANS

For the benefit of its employees, Metropolitan has adopted a deferred compensation plan in accordance with
Section 457 of the Internal Revenue Code. Generally, eligible employees may defer receipt of a portion of
their salary until termination, retirement, death, or unforeseeable emergency. Until the funds are paid or
otherwise made available to the employee, the employee is not obligated to report the deferred salary for
income tax purposes. Metropolitan’s Treasurer serves as trustee for the plan.
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Prior to November 2003, Metropolitan managed the investment of the funds. The plan assets, together with
the corresponding liability, were included in the basic financial statements. In November 2003, the plan assets
were transferred to a third-party administrator. Accordingly, at June 30, 2009 and 2008, neither the plan assets
nor the related liability were included in the accompanying basic financial statements.

Metropolitan has established another compensation deferral arrangement in accordance with Section 401 (k)
of the Internal Revenue Code. The 401(k) Savings Plan is available to substantially all employees. At June
30, 2009 and 2008, 1,841 and 1,729 employees participated in the combined 401(k) plan. Amounts deferred
by participants, Metropolitan matching contributions, and accumulated earnings thereon are fully vested.
Deferred amounts and matching contributions are transferred by Metropolitan each pay period to a third-
party administrator who coordinates the investment of such proceeds in a variety of investment vehicles
in accordance with the instructions of each participant. The Treasurer serves as Trustee for each plan.
Metropolitan is not liable to its employees for any losses that may be incurred in connection with their
participation in such plans.

Metropolitan has established a matching contribution program on behalf of each participating employee in
the savings plan. Metropolitan’s contribution is subject to a maximum of 4.5 percent of the employee’s total

cash compensation.

Contributions to the savings plans were as follows:

June 30,
(Dollars in thousands) 2009 2008
Employees $ 15337 $ 15,540
Metropolitan 7,537 7,341
$ 22,874 $ 22,881
Eligible payroll $ 195,755 $ 190,383
Employee contributions as percent of eligible payroll 7.8% 8.2%

13. NET ASSETS
GASB 34 requires that the difference between assets and liabilities be reported as net assets. Net assets are
classified as either restricted, unrestricted, or invested in capital assets and State Water Project Costs, net of

related debt.

Net assets that are invested in capital assets and State Water Project costs, net of related debt consist of
capital assets, net of accumulated depreciation and amortization, and reduced by the outstanding balances
of any bonds, notes, or other borrowings attributable to the acquisition or construction of those assets.
Metropolitan's capital assets and State Water Project costs include plant and equipment, and participation
rights (see Note 2) and prepaid State Water Project costs (Notes 1h and 10). Approximately $5.1 billion and
$4.8 billion were invested in capital assets and State Water Project costs, net of related debt at June 30, 2009
and 2008, respectively.
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Restricted net assets are those net assets that have external constraints placed on them by creditors, grantors,
contributors, or laws or regulations of other governments, or imposed by law through constitutional
provisions of enabling legislation. Restricted net assets totaled $532.5 million and $507.9 million at
June 30, 2009 and 2008, respectively, of which $80.0 million and $73.1 million were restricted by enabling
legislation at June 30, 2009 and 2008, respectively.

Unrestricted net assets consist of net assets that do not meet the definition of “restricted” or “invested in
capital assets and State Water Project costs, net of related debt.” Unlike the restricted net assets, the Board
has discretion in determining the use and establishing minimum/maximum balance requirements for the
unrestricted cash and investment portion of net assets. The Board may at any time change or eliminate
amounts established for these purposes. Unrestricted net assets totaled $436.0 million and $529.2 million at
June 30, 2009 and 2008, respectively.

Certain of the unrestricted amounts have been designated. The designated balances at June 30, 2009 and 2008
were as follows:

June 30,
(Dollars in thousands) 2009 2008
Water rate stabilization $ 110,411 $ 78,703
Working capital 215,321 209,385
Water transfer 12,045 9,425
Water stewardship — 24,972
Self-insurance retention 24,875 25,218
Replacement and refurbishment 33,799 34,063
Desalination 18,601 18,605
Total designated balances $ 415,052 $ 400,371

Metropolitan established the water rate stabilization account for the purpose of identifying amounts available
at the end of the year to mitigate future water rate increases. The maximum level authorized in this account
is based on two years of revenue shortfall estimates. The working capital account was established for general
purposes to be used in the event that revenues are insufficient to pay current costs. The amount in the account
is based on an 18-month revenue shortfall estimate—this is the minimum balance. The water transfer account
was established to set monies aside for the purchase of water through transfers or similar arrangements,
and for the costs of filling Diamond Valley Lake. The water stewardship account was established to pay
costs, including administrative costs, associated with recycling, seawater and brackish water desalination,
conservation, or other demand management programs. The self-insurance retention account was established
for emergency repairs and claims against Metropolitan. The replacement and refurbishment account was
established to pay for certain capital expenditures on a current basis in lieu of using bond funds. Finally, the
Board designated certain monies in the general account for future desalination facilities.
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14. RISK MANAGEMENT

Metropolitan is exposed to various risks of loss related to design, construction, treatment, and delivery of
water resources. Metropolitan self-insures most Metropolitan property losses, the first $25 million for general
liability and $5 million for workers' compensation. Metropolitan supplements its self-insurance program with
$75 million excess general liability coverage and $25 million excess workers' compensation insurance. Excess
liability policies also purchased include $60 million for fiduciary liability and $65 million for directors' and
officers' liability. Specialty insurance policies purchased include aircraft hull and liability, crime insurance,
and travel accident coverage. Coverage types and limits for fiscal year 2009 were unchanged from fiscal year
2008. Settlement amounts did not exceed the self-insurance or insurance coverage limits in any of the past
three years.

Metropolitan has had, and recently concluded owner-controlled insurance programs (OCIP) to cover all
work on the Diamond Valley Lake project and the Inland Feeder project. These owner-controlled insurance
programs (OCIP’s) provided coverage for all contractors, subcontractors, and construction managers on
the project. Funds totaling $41.9 million have been approved for the Diamond Valley Lake OCIP. As of
June 30, 2009, $40.0 million had been expended. Funds totaling $18.7 million have been approved for the
Inland Feeder OCIP. As of June 30, 2009, $15.9 million had been expended. Though the OCIP’s have been
concluded, workers’ compensation and liability coverages remain in place for open claims and those incurred
but not reported.

Liabilities are reported when it is probable that a loss has occurred and the amount of the loss can be
reasonably estimated. Liabilities include an estimated amount for claims that have been incurred but not
reported (IBNR). Claims liabilities are calculated considering the effects of inflation, recent claim settlement
trends including frequency and amount of payouts, and other economic and social factors. Changes in the
balances of claims liabilities during the past two fiscal years were as follows:

June 30,
(Dollars in thousands) 2009 2008 2007
Unpaid claims, beginning of fiscal year $ 31,079 $ 36,593 $ 35538
Incurred claims (including IBNR) 6,819 22,010 7,420
Claim payments and adjustments (11,201) (27,524) (6,365)
Unpaid claims, end of fiscal year 26,697 31,079 36,593
Less current portion (6,059) (9,413) (24,614)
Noncurrent portion $ 20,638 $ 21,666 $ 11,979

69
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15. SUBSEQUENT EVENTS

On August 11, 2009, Metropolitan issued $81,065,000 of Water Revenue Refunding Bonds, 2009 Series D
at a true interest cost of 3.072 percent, to refund $88,675,000 of Water Revenue Refunding Bonds, 2002 Series
A. Their maturities extend to July 1, 2021 and are subject to optional redemption provisions.

On August 11, 2009, Metropolitan issued $250,000,000 Water Revenue Bonds, 2008 Authorization,
Series D, Taxable Build America Bonds, at a true interest cost of 4.194 percent, to finance a portion of
the capital investment plan. The maturities extend to July 1, 2035 and are subject to mandatory and
optional redemption provisions. Build America Bonds are taxable securities that are subject to a subsidy
payment from the United States Treasury equal to 35% of interest payable on the Build America Bonds.

On August 21, 2009, the court issued a tentative decision in the matter of cost and revenue allocation for the
Hyatt-Thermalito facilities. The tentative decision rules in favor of the state Department of Water Resources
and the intervening parties (including Metropolitan) on the issue of contract interpretation. On September
10, 2009, the court affirmed its tentative decision and directed DWR and the intervenors to file a Statement
of Decision consistent with this decision. Upon approval by the Court, this statement will be entered as the
final judgment in this case, and plaintiffs then will have 60 days to appeal. (See Note 9g.)
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THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

REQUIRED SUPPLEMENTARY INFORMATION—UNAUDITED
June 30,2009 and 2008

Funding Progress of Pension Plan
The table below provides a three-year history of the funded status of Metropolitan’s pension plan. The
information reflects the most recent actuarial valuation and the two preceding valuations from CalPERS.

(Dollars in thousands)

Unfunded

Entry Age Unfunded Actuarial Liability/

Actuarial Normal Liability/ (Excess Assets) as

Valuation Accrued Actuarial (Excess Funded Covered Percentage of

Date Liability Asset Value Assets) Ratio Payroll Covered Payroll
June 30:

2005 $ 1,063,784 $ 987,759 $ 76,025 92.9% $ 159,584 47.6%

2006 $ 1,140,159 $ 1,062,646 $ 77,513 93.2% $ 163,111 47.5%

2007 $ 1,247,881 $ 1,153,108 $ 94,773 92.4% $ 180,022 52.6%

Funding Progress of Other Postemployment Benefits
The table below provides a history of the funded status of Metropolitan's OPEB obligation. The information
reflects the most recent biennial actuarial valuation and the preceding biennial valuations.

(Dollars in thousands)

Unfunded

Actuarial

Actuarial Liability as
Valuation Accrued Actuarial Unfunded Funded Covered Percentage of
Date Liability Asset Value Liability Ratio Payroll Covered Payroll
1/1/05 $ 310,461 $ — $ 310,461 0.00% $ 161,990 191.6%
6/30/07 $ 393,476 $ — $ 393,476 0.00% $ 170,059 231.4%

See accompanying independent auditors’ report.
panying P P
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STATISTICAL SECTION

This part of Metropolitan’s comprehensive annual financial report presents detailed
information as a context for understanding what the information in the financial statements,
note disclosures, and required supplementary information says about Metropolitan’s overall
financial health.

Contents Page
Financial Trends 72

These schedules contain trend information to help the reader understand how
Metropolitan’s financial performance and well-being have changed over time.

Revenue Capacity 74
These schedules contain information to help the reader assess Metropolitan’s most
significant own-source revenue, water sales. Schedules with information about
Metropolitan’s property taxes are presented as well.

Debt Capacity 80
These schedules present information to help the reader assess the affordability of
Metropolitan’s current levels of outstanding debt and Metropolitan’s ability to issue
additional debt in the future.

Demographic Information 84
This schedule offers demographic indicators to help the reader understand the
environment within which Metropolitan’s financial activities take place.

Operating Information 86
These schedules contain service and infrastructure data to help the reader understand
how the information in Metropolitan’s financial report relates to the service
Metropolitan provides.

Sources: Unless otherwise noted, the information in these schedules was derived from the
comprehensive annual financial report for the relevant year.
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The Metropolitan Water District of Southern California
Table 3
Ten-Year Summary Water Sales Revenues by Component (Unaudited)—Accrual Basis
(Dollars in thousands)

Fiscal Year Connection
Ended Water Sales (1) Capacity Maintenance Wheeling/

June 30, Treated Untreated Tier 2 2) Charge (3) Charge ) Exchange Total
2009 $ 619,490.9 $ 3280833 § 239225 § 32,608.0 n/a $ 28,026.0 $ 1,032,130.7
2008 627,896.6 282,722.9 27,144.7 32,571.0 n/a 20,925.9 991,261.1
2007 652,572.8 257,249.6 6,693.5 32,271.4 n/a 14,395.1 963,182.4
2006 603,993.5 210,420.8 8,848.6 31,837.7 n/a 9,112.6 864,213.2
2005 555,500.3 206,555.1 11,131.5 30,046.2 n/a 6,919.3 810,152.4
2004 608,442.2 270,615.9 7,743.8 22,093.3 n/a 5,296.2 914,191.4
2003 552,039.4 282,822.5 - 7,929.1 1,474.8 - 844,265.8
2002 573,591.0 294,872.3 n/a n/a 2,880.8 - 871,344.1
2001 531,939.9 271,717.6 n/a n/a 2,872.5 219.3 806,749.3
2000 537,505.4 236,089.2 n/a n/a 2,822.7 - 776,417.3

See accompanying Independent Auditors' Report.

(1) Water sales rates vary based on the program. See Tables 4a and 4b for rates.

(@) Tier 2 dollars reflect the premium paid by the member agency for water taken in excess of their maximum
purchase commitment. Either treated/untreated or both could have caused the agency to exceed their maximum.

3) The Capacity Charge was effective January 2003.

@) The Connection Maintenance Charge was eliminated December 2002.

Source: Office of the Chief Financial Officer
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The Metropolitan Water District of Southern California
Table 4a )
Water Sales Rate Structure—Current (Unaudited)
(Dollars per acre-foot—unless otherwise specified)

Calendar Year (2)

2009 2008 2007 2006 2005 2004 2003

Tier 1 Supply Rate $ 109 $ 73§ 73 § 73 % 73 % 73 § U3
Tier 2 Supply Rate 250 171 169 169 154 154 154
Water Supply Surcharge 25 - - - - - 141
System Access Rate 143 143 143 152 152 163 141
Water Stewardship Rate 25 25 25 25 25 30 23
System Power Rate 110 110 90 81 81 60 89
Full Service Untreated:

Tier 1 412 351 331 331 331 326 326

Tier 2 528 449 427 427 412 407 407
Replenishment Water Rate:

Untreated 294 258 238 238 238 233 233

Treated 436 390 360 335 325 300 290
Interim Agricultural Water Program

Untreated 322 261 241 241 241 236 236

Treated 465 394 364 339 329 304 294
Treatment Surcharge 167 157 147 122 112 92 82
Full Service Treated:

Tier 1 579 508 478 453 443 418 408

Tier 2 095 606 574 549 524 499 489

Capacity Charge ($ per cubic foot second) 6,800 6,800 6,800 6,800 6,800 6,100 6,100

See accompanying Independent Auditors' Report.

(1) Effective January 2003, the rate structure was changed to provide separate rates for supply, treatment,
power, access, and demand management. The rate structure also provides tiered pricing for supply,
a capacity charge, and a financial commitment from customers in the form of a purchase order. See

Table 4b for the former rate structure.

(2) Rates are set on a calendar year basis.

Source: Office of the Chief Financial Officer
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The Metropolitan Water District of Southern California
Table 4b ()
Water Sales Rate Structure—Former (Unaudited)
(Dollars per acre-foot)

Calendar Year 2
2002 2001 2000

Full Service:

Untreated $ 349 § 349 § 349

Treated 431 431 431
Interim Agricultural Program:

Untreated 236 236 236

Treated 294 294 294
Replenishment Water Rate Storage Service:

Untreated 233 233 233

Treated 290 290 290
Shift Seasonal Storage Service:

Untreated 288 277 266

Treated 345 334 323
Wheeling (subject to available capacity):

Firm A3) ©) 3)

Interruptible ©) (©) ®
Connection Maintenance Charge @) @ @)

See accompanying Independent Auditors' Report.

(1) Effective January 2003, a new rate structure was implemented. See Table 4a for the current rate structure.
() Rates are set on a calendar year basis.
(3) Subject to available capacity, rate was determined on a case-by-case basis.

@ $50.00 per cubic feet per second of capacity per month, not to exceed a maximum charge per connection
of $5,000 per month.
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The Metropolitan Water District of Southern California

Table 5

Principal Water Sales Customers (Unaudited)

Treated Water Sales
Member Agency

MWD of Orange County
San Diego County Water Authority
West Basin MWD
Calleguas MWD
Subtotal
Total Treated Water Sales

Untreated Water Sales
Member Agency
City of Los Angeles
San Diego County Water Authority
Subtotal

Total Untreated Water Sales

Tier 2 Sales
Member Agency
City of Los Angeles
Eastern MWD
Subtotal

Total Tier 2 Sales

Capacity Charge/Connection Maintenance
Charge (1
Member Agency

San Diego County Water Authority

City of Los Angeles

MWD of Orange County

Central Basin MWD
West Basin MWD
Subtotal
Total Capacity/Connection Maintenance Charges

Wheeling /Exchange

Member Agency
San Diego County Water Authority

Total Wheeling/Exchange

Total Water Sales

See accompanying Independent Auditors' Report.

(Dollars in thousands)

Fiscal Year Ended Fiscal Year Ended
June 30, 2009 June 30, 2000
Amount % Rank Amount % Rank
$ 110,716.0 17.9 % 1 $ 70,605.1 13.1 % 2
78,934.4 12.7 2 100,178.7 18.6 1
66,987.5 10.8 3 64,222.9 11.9 3
63,590.9 10.3 4 49,077.7 9.1 4
$ 320,228.8 51.7 % $ 284,084.4 52.7 %
$ 619,490.9 100.0 % $ 537,505.4 100.0 %
$ 126,886.3 38.7 % 1 $ 54,7747 232 % 2
124,771.6 38.0 2 108,842.2 46.1 1
$ 251,657.9 76.7 % $ 163,616.9 69.3 %
$ 328,083.3 100.0 % $ 236,089.2 100.0 %
$ 12,767.8 53.4 % 1 n/a
2,832.7 11.8 2
$ 15,600.5 65.2 %
$ 239225 1000 %
$ 8,812.8 27.0 % 1 $ 285.3 101 % 3
5,319.0 16.3 2 296.4 10.5 2
3321.5 10.2 3 516.9 18.3 1
273.6 9.7 4
254.7 9.0 5
$ 17,453.3 53.5 % $ 1,626.9 57.6 %
$ 32,6080 _ 1000 % $ 2827 1000 %
$ 28.026.0 1000 % 1 n/a
$ 28.026.0 100.0 %
$ 1,032,130.7 100.0 % $ 776,417.3 100.0 %

(1) The Connection Maintenance Charge was in effect for fiscal year 1999 and was replaced in January 2003 by the Capacity Charge.
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The Metropolitan Water District of Southern California
Table 7

Ten-Year Summary of Assessed Valuations and Property Tax Rates (Unaudited)

(Dollars in billions)

Secured

Fiscal Year Gross Net Property
Ended Assessed Homeowner's Assessed Percentage

June 30, Valuation (1 Exemption Valuation Tax Rate

2009 $ 2,120.9 $ 17.2 2,103.7 0.0043 %

2008 2,015.4 17.1 1,998.3 0.0045
2007 1,839.5 16.9 1,822.6 0.0047
2006 1,642.2 17.0 1,625.2 0.0052
2005 1,478.0 16.8 1,461.2 0.0058
2004 1,359.5 16.6 1,342.9 0.0061
2003 1,257.3 16.3 1,241.0 0.0067
2002 1,169.3 16.2 1,153.1 0.0077
2001 1,081.5 16.0 1,065.5 0.0088
2000 999.7 16.0 983.7 0.0089

See accompanying Independent Auditors' Report.

@ Gross assessed valuations (before deduction of Homeownet's and Business Inventory

Exemptions), as of August each year, of all secured and unsecured property within

Metropolitan's service area, as certified by the County Auditor-Controllers for the

respective counties.

Source: Office of the Chief Financial Officer
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The Metropolitan Water District of Southern California

Table 9

Direct and Overlapping Bonded Debt (Unaudited)

As of June 30, 2009

2008-09 Assessed Valuation
Redevelopment Incremental Valuation: 277,277,917,689

$2,120,944,531,740 @)

Adjusted Assessed Valuation: $1,843,666,614,051

OVERLAPPING TAX AND ASSESSMENT DEBT:

Los Angeles County Flood Control District

Community College Districts

Los Angeles Unified School District

San Diego Unified School District

Other Unified School Districts

High School and School Districts

City of Los Angeles

Other Cities

Irvine Ranch Water District Improvement Districts

Santa Margarita Water District Improvement Districts

Other Water Districts

Other Special Districts

Community Facilities Districts

1915 Act Bonds and Other Special Assessment District Bonds
TOTAL GROSS OVERLAPPING TAX AND ASSESSMENT DEBT

Less: Mello-Roos Act bonds supported by tax increment revenues

TOTAL NET OVERLAPPING TAX AND ASSESSMENT DEBT

THE METROPOLITAN WATER DISTRICT TOTAL DIRECT DEBT

TOTAL GROSS DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT

TOTAL NET DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT

OVERLAPPING GENERAL FUND DEBT:
Los Angeles County Obligations

Orange County Obligations
Riverside County Obligations
San Diego County Obligations
Other Counties Obligations
City of Anaheim General Fund Obligations
City of Long Beach General Fund Obligations and Pension Obligations
City of Los Angeles General Fund and Judgment Obligations
City of Pasadena General Fund and Pension Obligations
City of San Diego General Fund Obligations
Other City General Fund Obligations
Water District General Fund Obligations
Los Angeles Unified School District Certificates of Participation
Other School District General Fund Obligations
Other Special District General Fund Obligations
TOTAL GROSS OVERLAPPING GENERAL FUND DEBT
Less: Self-supporting bonds
TOTAL NET OVERLAPPING GENERAL FUND DEBT

GROSS COMBINED TOTAL DEBT
NET COMBINED TOTAL DEBT

Percentage Debt

Applicable June 30, 2009
94.093 $ 79,701,476
Various 6,122,902,606
99.618 8,015,483,440
99.946 1,549,337,554
Various 7,234,811,230
Various 3,178,398,126
99.994 1,298,007,115
Various 413,816,771
99.902-100.0 417,062,246
100.0 207,635,000
Various 75,669,188
100.0 489,762,887
Various 7,750,125,505
Various 1,933,518,080
38,766,231,224
24,230,000
$ 38,742,001,224
$293,425,000
$  39,059,656,224
$  39,035,426,224

Percentage Debt

Applicable June 30, 2009
92.408 $  1,090,910,002
99.854 550,490,110
72.421 833,677,716
96.617 1,415,900,798
Various 708,078,891
99.733 658,958,336
100.0 355,060,000
99.994 1,915,980,034
100 498,737,595
99.934 434,003,369
Various 3,198,684,431
Various 236,910,071
99.618 438,669,566
Vatious 2,155,792,025
Vatious 395,333,488
14,887,186,432
1,176,509,655
$ 13,710,676,777
$  53,946,842,656
$ 52,746,103,001

(1) Based upon the original area the debt service was assessed against rather than the current geographic area the general tax levy is assessed against.

(2 Excludes refunding general obligation bonds to be sold.

3) Debt instruments included are general obligation bonds, lease revenue bonds and certificates of participation (when supported by the general fund), pension

obligation bonds, 1915 Act special assessment bonds and Mello-Roos Act special assessment bonds. Excluded are enterprise revenue bonds, tax allocation

bonds, mortgage revenue bonds, tax and revenue anticipation notes, and nonbonded capital lease obligations.

Ratios to 2008-09 Assessed Valuation:
Direct Debt ($293,425,000)
Total Gross Direct and Ovetlapping Tax and Assessment Debt
Total Net Direct and Overlapping Tax and Assessment Debt

Ratios to Adjusted Assessed Valuation:
Gross Combined Total Debt

Net Combined Total Debt

See accompanying Independent Auditors' Report.
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The Metropolitan Water District of Southern California
700 North Alameda Street, Los Angeles, California 90012
P. O. Box 54153, Los Angeles California, 90054-0153
(213) 217-6000  www.mwdh2o0.com
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