






















































































































































































































































































































































































































































































































































































event the court were to find that the Exchange Agreement is subject to, based on, or incorporates the “offsetting
benefits” provisions of the wheeling statutes. On April 23, 2021, SDCWA filed answers to the cross-
complaints. SDCWA’s answers to Metropolitan’s cross-complaints assert affirmative defenses.

On June 9, 2017, SDCWA filed a new Petition for Writ of Mandate and Complaint challenging the
Readiness-to-Serve Charge and Capacity Charge for 2018 adopted by Metropolitan's Board on April 11, 2017.
These two charges are set annually, and SDCWA’s 2016 lawsuit included a challenge to these two charges for
2017. The new lawsuit similarly alleged the 2018 Readiness-to-Serve Charge and Capacity Charge violated
the California Constitution, statutes, and common law. The petition/complaint asserts misallocation of costs.
Metropolitan was served with the petition/complaint on June 20, 2017. On July 18,2017, SDCWA filed a first
amended petition/complaint to add Metropolitan’s Board action of July 11, 2017 to make minor corrections to
the Readiness-to-Serve Charge. On July 31, 2018, pursuant to stipulation by the parties, the San Francisco
Superior Court ordered that the case be stayed. On July 23, 2020, the court entered SDCWA'’s requested
dismissal of the 2017 case. The dismissal is without prejudice, which means SDCWA would not be precluded
from re-initiating the case in the future.

On June 8, 2018, SDCWA filed a new lawsuit that alleges all rates and charges for 2019 and 2020
adopted by Metropolitan’s Board on April 10, 2018 violate the California Constitution, statutes, and common
law. The Petition for Writ of Mandate and Complaint asserts the Water Stewardship Rate is unlawful per se
and its collection in transportation charges is also unlawful; failure to provide wheelers a reasonable credit for
“offsetting benefits” pursuant to Water Code Section 1810, ef seq., which SDCWA contends (and Metropolitan
disputes) applies to the parties’ Exchange Agreement; over-collection and misallocation of costs, including
misallocation of Metropolitan’s California WaterFix costs as its transportation costs; and specified procedural
violations. SDCWA states in the Petition and Complaint that it intends to amend its complaint to allege
additional claims against Metropolitan, including but not limited to a claim for breach of contract. Following
a stipulated order issued by the San Francisco Superior Court on January 10, 2019, SDCWA filed a First
Amended Petition for Writ of Mandate and Complaint and the court ordered the case stayed pending final
resolution of the 2010 and 2012 SDCWA v. Metropolitan cases. The amended petition/complaint adds a cause
of action for breach of the Exchange Agreement alleging Metropolitan charged an unlawful price that includes
the Water Stewardship Rate (despite suspension of this charge), failing to provide credit for offsetting benefits,
charging transportation rates that are not based on costs of service, including California WaterFix costs, and
not following procedural requirements; and requests a refund to SDCWA of any amount Metropolitan has
collected in excess of the reasonable costs of the services provided or, alternatively, a reduction in SDCWA'’s
future fees.

On July 28, 2020, the parties filed a stipulation and application to designate the case complex and
related to the 2010-2017 cases. On November 13, 2020, the court ordered the case complex and assigned to
Judge Massullo’s court.

On April 20, 2021, based on the parties’ stipulation, the court ordered the stay in the 2018 case lifted
and granted SDCWA leave to file an amended petition/complaint. On April 21, 2021, SDCWA filed its
amended petition/complaint. SDCW A removed claims in this amended petition/complaint comparably to those
it removed in the 2014 and 2016 cases. The amended petition/complaint retains claims concerning the Water
Stewardship Rate’s inclusion in the wheeling rate and the Exchange Agreement price (notwithstanding that
Metropolitan ceased charging the Water Stewardship Rate under the Exchange Agreement in January 2018),
the inclusion of WaterFix costs in the wheeling rate and the Exchange Agreement price, and offsetting benefits
with respect to the wheeling rate and the Exchange Agreement price.

In a Case Management Conference on April 22, 2021, the court stated the 2014, 2016, and 2018 cases
will be consolidated. The court set a trial date in the three cases for May 16 through 27, 2022.
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Due to SDCWA’s litigation challenging Metropolitan’s rates, and pursuant to the Exchange
Agreement between Metropolitan and SDCWA, as of March 31, 2021, Metropolitan held $26.45 million in
the Exchange Agreement Set-Aside Fund. See “—Financial Reserve Policy.” This amount includes the disputed
Water Stewardship Rate payments for calendar years 2015 through 2017, and interest earned by Metropolitan
thereon. The amount held does not include statutory interest, attorneys’ fees, costs, or any other amount the
court may award.

Metropolitan is unable to assess at this time the likelihood of success of the pending cases, any possible
appeals, or any future claims.

Other Revenue Sources

Hydroelectric Power Recovery Revenues. Metropolitan has constructed 16 small hydroelectric plants
on its distribution system. The combined generating capacity of these plants is approximately 130 megawatts.
The plants are located in Los Angeles, Orange, Riverside, and San Diego Counties at existing pressure control
structures and other locations. The total capital cost of the 16 facilities is approximately $176.1 million. Since
2000, annual energy generation sales revenues have ranged between $7.3 million and nearly $29.6 million.
Including the sale of excess energy generation from Hoover and Parker dams, the total energy sales revenues
were $18.3 million in fiscal year 2018-19 and $15.9 million in fiscal year 2019-20.

Investment Income. In fiscal years 2017-18, 2018-19 and 2019-20, Metropolitan’s earnings on
investments, including adjustments for gains and losses and premiums and discounts, including construction
account and trust fund earnings, excluding gains and losses on swap terminations, on a cash basis (unaudited)
were $15.5 million, $31.3 million, and $18.1 million, respectively.

Investment of Moneys in Funds and Accounts

The Board has delegated to the Treasurer the authority to invest funds. All moneys in any of the funds
and accounts established pursuant to Metropolitan’s water revenue or general obligation bond resolutions are
managed by the Treasurer in accordance with Metropolitan’s Statement of Investment Policy. All Metropolitan
funds available for investment are currently invested in United States Treasury and agency securities,
supranationals, commercial paper, negotiable certificates of deposit, banker’s acceptances, corporate notes,
municipal bonds, government-sponsored enterprise, money market funds, California Asset Management
Program (“CAMP”) and the California Local Agency Investment Fund (“LAIF”). CAMP is a program created
through a joint powers agency as a pooled short-term portfolio and cash management vehicle for California
public agencies. CAMP is a permitted investment for all local agencies under California Government Code
Section 53601(p). LAIF is a voluntary program created by statute as an investment alternative for California’s
local governments and special districts. LAIF permits such local agencies to participate in an investment
portfolio, which invests billions of dollars, managed by the State Treasurer’s Office.

The Statement of Investment Policy provides that in managing Metropolitan’s investments, the
primary objective shall be to safeguard the principal of the invested funds. The secondary objective shall be to
meet all liquidity requirements and the third objective shall be to achieve a return on the invested funds.
Although the Statement of Investment Policy permits investments in some government-sponsored enterprise,
the portfolio does not include any of the special investment vehicles related to sub-prime mortgages.
Metropolitan’s current investments comply with the Statement of Investment Policy.

As of March 31, 2021, the total market value (cash-basis) of all Metropolitan invested funds was
$1.3 billion, including bond reserves of $1.7 million. The market value of Metropolitan’s investment portfolio
is subject to market fluctuation and volatility and general economic conditions. Over the three years ended
March 31, 2021 the market value of the month-end balance of Metropolitan’s investment portfolio (excluding
bond reserve funds) averaged approximately $1.0 billion. The minimum month-end balance of Metropolitan’s
investment portfolio (excluding bond reserve funds) during such period was approximately $831.9 million on
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July 31, 2019. See Note 3 to Metropolitan’s audited financial statements in Appendix B for additional
information on the investment portfolio.

Metropolitan’s administrative code requires that (1) the Treasurer provide an annual Statement of
Investment Policy for approval by Metropolitan’s Board, (2) the Treasurer provide a monthly investment report
to the Board and the General Manager showing by fund the description, maturity date, yield, par, cost and
current market value of each security, and (3) the General Counsel review as to eligibility the securities
invested in by the Treasurer for that month and report his or her determinations to the Board. The Board
approved the Statement of Investment Policy for fiscal year 2020-21 on June 9, 2020.

Subject to the provisions of Metropolitan’s water revenue or general obligation bond resolutions,
obligations purchased by the investment of bond proceeds in the various funds and accounts established
pursuant to a bond resolution are deemed at all times to be a part of such funds and accounts and any income
realized from investment of amounts on deposit in any fund or account therein will be credited to such fund or
account. The Treasurer is required to sell or present for redemption any investments whenever it may be
necessary to do so in order to provide moneys to meet required payments or transfers from such funds and
accounts. For the purpose of determining at any given time the balance in any such funds, any such investments
constituting a part of such funds and accounts will be valued at the then estimated or appraised market value
of such investments.

All investments, including those authorized by law from time to time for investments by public
agencies, contain certain risks. Such risks include, but are not limited to, a lower rate of return than expected
and loss or delayed receipt of principal. The occurrence of these events with respect to amounts held under
Metropolitan’s water revenue or general obligation revenue bond resolutions, or other amounts held by
Metropolitan, could have a material adverse effect on Metropolitan’s finances. These risks may be mitigated,
but are not eliminated, by limitations imposed on the portfolio management process by Metropolitan’s
Statement of Investment Policy.

The Statement of Investment Policy requires that investments have a minimum credit rating of “A-
1/P-1/F1” for short-term securities and “A” for longer-term securities, without regard to modifiers, at the time
of purchase. If a security is downgraded below the minimum rating criteria specified in the Statement of
Investment Policy, the Treasurer shall determine a course of action to be taken on a case-by-case basis
considering such factors as the reason for the downgrade, prognosis for recovery or further rating downgrades,
and the market price of the security. The Treasurer is required to note in the Treasurer’s monthly report any
securities which have been downgraded below Policy requirements and the recommended course of action.

The Statement of Investment Policy also limits the amount of securities that can be purchased by
category, as well as by issuer, and prohibits investments that can result in zero interest income. Metropolitan’s
securities are settled on a delivery versus payment basis and are held by an independent third-party custodian.
See Metropolitan’s financial statements included in APPENDIX B—THE METROPOLITAN WATER
DISTRICT OF SOUTHERN CALIFORNIA INDEPENDENT AUDITORS’ REPORT AND BASIC
FINANCIAL STATEMENTS FOR FISCAL YEARS ENDED JUNE 30, 2020 AND JUNE 30, 2019 AND
BASIC FINANCIAL STATEMENTS FOR THE NINE MONTHS ENDED MARCH 31, 2021 AND 2020
(UNAUDITED)” for a description of Metropolitan’s investments at June 30, 2020 and March 31, 2021.
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Since July 2019, Metropolitan has retained one outside investment firm to manage the portion of
Metropolitan’s portfolio not needed to provide liquidity for expenditures over the next six months. As of
March 31, 2021, this manager was managing approximately $195.6 million in investments on behalf of
Metropolitan. Since December 2018, Metropolitan has retained an outside investment firm to manage a portion
of the liquidity portfolio and certain trust funds. As of March 31, 2021, this firm managed approximately
$1.1 billion. The outside managers are required to adhere to Metropolitan’s Statement of Investment Policy.

Metropolitan’s Statement of Investment Policy may be changed at any time by the Board (subject to
State law provisions relating to authorized investments). There can be no assurance that the State law and/or
the Statement of Investment Policy will not be amended in the future to allow for investments that are currently
not permitted under State law or the Statement of Investment Policy, or that the objectives of Metropolitan
with respect to investments or its investment holdings at any point in time will not change.

METROPOLITAN EXPENSES

General

The following table sets forth a summary of Metropolitan’s expenses, by major function, for the five
years ended June 30, 2020, on a modified accrual basis. All information is unaudited. Expenses of Metropolitan
for the fiscal years ended June 30, 2020 and June 30, 2019, on an accrual basis, are shown in Metropolitan’s
audited financial statements included in Appendix B.

SUMMARY OF EXPENSES
Fiscal Years Ended June 30
(Dollars in Millions)

2016 2017 2018 2019 2020
Operation and Maintenance Costs” $ 799 $ 559 $ 568 $ 569 $ 641
Total State Water Project® 512 506 527 482 519
Total Debt Service 332 330 360 347 285
Construction Expenses from Revenues® 273 132 98 128 39
Other® 6 4 5 6 6
Total Expenses (net of reimbursements) $1,922  $1.531 $1,558 $1,532  $1.,490

Source: Metropolitan.

(M Includes operation and maintenance, debt administration, conservation and local resource programs, CRA power, and water supply
expenses. Fiscal years 2015-16, 2016-17, and 2017-18 include $222 million, $33 million, and $1 million, respectively, of
conservation and supply program expenses funded from transfers from the Water Management Fund.

@ Includes both operating and capital expense portions.

® At the discretion of the Board, in any given year, Metropolitan may increase or decrease funding available for construction
disbursements to be paid from revenues. Includes $160 million for acquiring properties in Riverside and Imperial Counties, funded
by $160 million from the Replacement and Refurbishment Fund Reserves in fiscal year 2015-16. Does not include expenditures
of bond proceeds.

@ Includes operating equipment.

Revenue Bond Indebtedness and Other Obligations

As of May 1, 2021, Metropolitan had total outstanding indebtedness secured by a lien on Net Operating
Revenues of $3.99 billion. This indebtedness was comprised of $2.58 billion of Senior Revenue Bonds issued
under the Senior Debt Resolutions (each as defined below), which includes $2.25 billion of fixed rate Senior
Revenue Bonds, and $331.9 million of variable rate Senior Revenue Bonds; $1.36 billion of Subordinate
Revenue Bonds issued under the Subordinate Debt Resolutions (each as defined below), which includes
$915.87 million of fixed rate Subordinate Revenue Bonds, and $446.3 million of variable rate Subordinate
Revenue Bonds; and $46.8 million of subordinate lien short-term certificates, which bear a variable rate, and
are on parity with the Subordinate Revenue Bonds. In addition, Metropolitan has $438.7 million of fixed-payor
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interest rate swaps which provides a fixed interest rate hedge to an equivalent amount of variable rate debt.
Metropolitan’s revenue bonds and other revenue obligations are more fully described below.

REVENUE BOND INDEBTEDNESS AND OTHER OBLIGATIONS

Variable Rate Fixed Rate Total
Senior Lien Revenue Bonds $ 331,875,000 $2,253,110,000 $2,584,985,000
Subordinate Lien Revenue Bonds 446,255,000 915,865,000 1,362,120,000
Subordinate Lien Short-Term Certificates 46,800,000 -- 46,800,000
Total $ 824,930,000 $3,168,975,000 $3,993,905,000
Fixed-Payor Interest Rate Swaps (438.,665.000) 438,665,000 -

Net Amount (after giving effect to Swaps) $ 386,265,000 $3,607,640,000 $3,993,905,000

Source: Metropolitan.

Limitations on Additional Revenue Bonds

Resolution 8329, adopted by Metropolitan’s Board on July 9, 1991, as amended and supplemented
(the “Master Senior Resolution,” and collectively with all such supplemental resolutions, the “Senior Debt
Resolutions”), provides for the issuance of Metropolitan’s senior lien water revenue bonds. The Senior Debt
Resolutions establish limitations on the issuance of additional obligations payable from Net Operating
Revenues. Under the Senior Debt Resolutions, no additional bonds, notes or other evidences of indebtedness
payable out of Operating Revenues may be issued having any priority in payment of principal, redemption
premium, if any, or interest over any water revenue bonds authorized by the Senior Debt Resolutions (“Senior
Revenue Bonds”) or other obligations of Metropolitan having a lien and charge upon, or being payable from,
the Net Operating Revenues on parity with such Senior Revenue Bonds (“Senior Parity Obligations™). No
additional Senior Revenue Bonds or Senior Parity Obligations may be issued or incurred unless the conditions
of the Senior Debt Resolutions have been satisfied.

Resolution 9199, adopted by Metropolitan’s Board on March 8, 2016, as amended and supplemented
(the “Master Subordinate Resolution,” and collectively with all such supplemental resolutions, the
“Subordinate Debt Resolutions,” and together with the Senior Debt Resolutions, the “Revenue Bond
Resolutions”), provides for the issuance of Metropolitan’s subordinate lien water revenue bonds and other
obligations secured by a pledge of Net Operating Revenues that is subordinate to the pledge securing Senior
Revenue Bonds and Senior Parity Obligations. The Subordinate Debt Resolutions establish limitations on the
issuance of additional obligations payable from Net Operating Revenues. Under the Subordinate Debt
Resolutions, with the exception of Senior Revenue Bonds and Senior Parity Obligations, no additional bonds,
notes or other evidences of indebtedness payable out of Operating Revenues may be issued having any priority
in payment of principal, redemption premium, if any, or interest over any subordinate water revenue bonds
authorized by the Subordinate Debt Resolutions (“Subordinate Revenue Bonds” and, together with Senior
Revenue Bonds, “Revenue Bonds”™) or other obligations of Metropolitan having a lien and charge upon, or
being payable from, the Net Operating Revenues on parity with the Subordinate Revenue Bonds (“Subordinate
Parity Obligations”). No additional Subordinate Revenue Bonds or Subordinate Parity Obligations may be
issued or incurred unless the conditions of the Subordinate Debt Resolutions have been satisfied.

The laws governing Metropolitan’s ability to issue water revenue bonds currently provide two
additional limitations on indebtedness that may be incurred by Metropolitan. The Act provides for a limit on
general obligation bonds, water revenue bonds and other evidences of indebtedness of 15 percent of the
assessed value of all taxable property within Metropolitan’s service area. As of May 1, 2021, outstanding
general obligation bonds, water revenue bonds and other evidences of indebtedness in the amount of $4.02
billion represented approximately 0.12 percent of the fiscal year 2020-21 taxable assessed valuation of
$3,263.4 billion. The second limitation under the Act specifies that no revenue bonds may be issued, except
for the purpose of refunding, unless the amount of net assets of Metropolitan as shown on its balance sheet as
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of the end of the last fiscal year prior to the issuance of such bonds, equals at least 100 percent of the aggregate
amount of revenue bonds outstanding following the issuance of such bonds. The net assets of Metropolitan at
June 30, 2020 were $6.94 billion. The aggregate amount of revenue bonds outstanding as of May 1, 2021 was
$3.95 billion. The limitation does not apply to other forms of financing available to Metropolitan. Audited
financial statements including the net assets of Metropolitan as of June 30, 2020 and June 30, 2019 are shown
in Metropolitan’s audited financial statements included in APPENDIX B—“THE METROPOLITAN WATER
DISTRICT OF SOUTHERN CALIFORNIA INDEPENDENT AUDITORS’ REPORT AND BASIC
FINANCIAL STATEMENTS FOR FISCAL YEARS ENDED JUNE 30, 2020 AND JUNE 30, 2019 AND
BASIC FINANCIAL STATEMENTS FOR THE NINE MONTHS ENDED MARCH 31, 2021 AND 2020
(UNAUDITED).”

Metropolitan provides no assurance that the Act’s limitations on indebtedness will not be revised or
removed by future legislation. Limitations under the Revenue Bond Resolutions respecting the issuance of
additional obligations payable from Net Operating Revenues on parity with the Senior Revenue Bonds and
Subordinate Revenue Bonds of Metropolitan will remain in effect so long as any Senior Revenue Bonds and
Subordinate Revenue Bonds authorized pursuant to the applicable Revenue Bond Resolutions are outstanding,
provided however, that the Revenue Bond Resolutions are subject to amendment and supplement in accordance
with their terms.

Variable Rate Exposure Policy

As of May 1, 2021, Metropolitan had outstanding $331.9 million of variable rate obligations issued as
Senior Revenue Bonds under the Senior Debt Resolutions (described under “—Outstanding Senior Revenue
Bonds and Senior Parity Obligations —Variable Rate and Swap Obligations” below). In addition, as of May 1,
2021, $493.1 million of Metropolitan’s $1.41 billion of outstanding Subordinate Revenue Bonds issued under
the Subordinate Debt Resolutions and other Subordinate Parity Obligations were variable rate obligations
(described under “~Outstanding Subordinate Revenue Bonds and Subordinate Parity Obligations” below).

As of May 1, 2021, of Metropolitan’s $824.9 million of variable rate obligations, $438.7 million of
such variable rate demand obligations are treated by Metropolitan as fixed rate debt, by virtue of interest rate
swap agreements (described under “—Outstanding Senior Revenue Bonds and Senior Parity Obligations —
Variable Rate and Swap Obligations — Interest Rate Swap Transactions” below), for the purpose of calculating
debt service requirements. The remaining $386.3 million of variable rate obligations represent approximately
9.7 percent of total outstanding water revenue secured indebtedness (including Senior Revenue Bonds and
Senior Parity Obligations and Subordinate Revenue Bonds and Subordinate Parity Obligations), as of May 1,
2021.

Metropolitan’s variable rate exposure policy requires that variable rate debt be managed to limit net
interest cost increases within a fiscal year as a result of interest rate changes to no more than $5 million. In
addition, the maximum amount of variable interest rate exposure (excluding variable rate bonds associated
with interest rate swap agreements) is limited to 40 percent of total outstanding water revenue bond debt.
Variable rate debt capacity will be reevaluated as interest rates change and managed within these parameters.

The periodic payments due to Metropolitan from counterparties under its outstanding interest rate swap
agreements and the interest payments to be payable by Metropolitan under certain of its outstanding variable
rate obligations (including some of Metropolitan’s Subordinate Revenue Bonds and certain notes issued
pursuant to its short-term revolving credit agreement and subordinate note purchase agreements as hereinafter
described) are calculated by reference to the London interbank offering rate (“LIBOR”). On July 27, 2017, the
Financial Conduct Authority (the “FCA”), the U.K. regulatory body currently responsible for the regulation
and supervision of LIBOR, announced that it will no longer persuade or compel banks to submit rates for the
calculation of the LIBOR rates after 2021 (the “FCA Announcement”). Following a consultation announced
in November 2020 by the Intercontinental Exchange Benchmark Administration (“IBA”), the administrator of
LIBOR authorized and regulated by the FCA, with the support of the Federal Reserve Board and the FCA, the
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IBA made a formal announcement on March 5, 2021 that the date for the cessation of the publication of various
tenors of USD LIBOR (or date on which any published USD LIBOR rate for such tenors would cease to be
representative) would be: (1) December 31, 2021, for the one-week and two-month USD LIBOR, and
(2) June 30, 2023, for all other tenors of USD LIBOR, including the one-month LIBOR and three-month
LIBOR, the most widely used tenors of USD LIBOR and which are used to determine the periodic payments
due to Metropolitan from swap counterparties and the interest payments to be payable by Metropolitan under
certain of its outstanding variable rate obligations. Metropolitan staff is monitoring alternate benchmark rates.
Metropolitan is unable to predict the outcome of how the prospective phasing out of LIBOR as a reference rate
and transition to an alternate benchmark rate will ultimately be implemented, but increased volatility in the
reported LIBOR rates may occur and the level of Metropolitan’s LIBOR-based swap and interest payments
may be affected by the transition to an alternate benchmark rate when it occurs.

Outstanding Senior Revenue Bonds and Senior Parity Obligations

Senior Revenue Bonds

The water revenue bonds issued under the Senior Debt Resolutions outstanding as of May 1, 2021, are
set forth below:

Principal

Name of Issue Outstanding

Water Revenue Refunding Bonds, 1993 Series A $ 2,040,000
Water Revenue Bonds, 2000 Authorization, Series B-3() 78,900,000
Water Revenue Refunding Bonds, 2011 Series C® 118,700,000
Water Revenue Refunding Bonds, 2012 Series A 181,180,000
Water Revenue Refunding Bonds, 2012 Series C 5,635,000
Water Revenue Refunding Bonds, 2012 Series F 37,735,000
Water Revenue Refunding Bonds, 2012 Series G 89,820,000
Water Revenue Refunding Bonds, 2014 Series A 4,870,000
Water Revenue Refunding Bonds, 2014 Series C-3®) 2,810,000
Water Revenue Refunding Bonds, 2014 Series E 86,060,000
Water Revenue Bonds, 2015 Authorization, Series A 201,535,000
Water Revenue Refunding Bonds, 2016 Series A 239,455,000
Special Variable Rate Water Revenue Refunding Bonds, 2016 Series B-1 and B-2(V 82,905,000
Water Revenue Bonds, 2017, Authorization, Series AV 80,000,000
Special Variable Water Revenue Refunding Bonds, 2018 Series A-1 and A-2(D 90,070,000
Water Revenue Refunding Bonds, 2018 Series B 129,125,000
Water Revenue Refunding Bonds, 2019 Series A 218,090,000
Water Revenue Bonds, 2020 Series A 207,355,000
Special Variable Rate Water Revenue Refunding Bonds, 2020 Series B 271,815,000
Water Revenue Refunding Bonds, 2020 Series C 267,995,000
Water Revenue Bonds, 2021 Series A 188,890,000
Total $2,584,985,000

Source: Metropolitan.

M QOutstanding variable rate obligation.

@ To be refunded in part by Metropolitan’s Water Revenue Refunding Bonds, 2021 Series B.
@) To be refunded in full by Metropolitan’s Water Revenue Refunding Bonds, 2021 Series B.
@ Currently in a long mode at a fixed interest rate to April 2, 2024.

Variable Rate and Swap Obligations

As of May 1, 2021, Metropolitan had outstanding $331.9 million of senior lien variable rate
obligations. The outstanding variable rate obligations consist of Senior Revenue Bonds issued under the Senior
Debt Resolutions (described under this caption “—Variable Rate and Swap Obligations™) as variable rate
demand obligations in a daily mode supported by standby bond purchase agreements between Metropolitan
and various liquidity providers (the “Liquidity Supported Bonds™). Metropolitan also has an outstanding Short-
Term Revolving Credit Facility under which it may incur variable rate Senior Parity Obligations (described
under “—Senior Parity Obligations — Short-Term Revolving Credit Facility” below).
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Liquidity Supported Bonds. The interest rates for Metropolitan’s variable rate demand obligations
issued under the Senior Debt Resolutions, totaling $331.9 million as of May 1, 2021, are currently reset on a
daily basis. While bearing interest at a daily rate, such variable rate demand obligations are subject to optional
tender on any business day with same day notice by the owners thereof and mandatory tender upon specified
events. Such variable rate demand obligations are supported by standby bond purchase agreements between
Metropolitan and liquidity providers that provide for purchase of variable rate bonds by the applicable liquidity
provider upon tender of such variable rate bonds and a failed remarketing. Metropolitan has secured its
obligation to repay principal and interest advanced under the standby bond purchase agreements as Senior
Parity Obligations. A decline in the creditworthiness of a liquidity provider will likely result in an increase in
the interest rate of the applicable variable rate bonds, as well as an increase in the risk of a failed remarketing
of such tendered variable rate bonds. Variable rate bonds purchased by a liquidity provider (“bank bonds™)
would initially bear interest at a per annum interest rate equal to, depending on the liquidity facility, either:
(a) the highest of (i) the Prime Rate, (ii) the Federal Funds Rate plus one-half of a percent, or (iii) seven and
one-half percent (with the spread or rate increasing in the case of each of (i), (ii) and (iii) of this clause (a) by
one percent after 60 days); or (b) the highest of (i) the Prime Rate plus one percent, (ii) Federal Funds Rate
plus two percent, and (iii) seven percent (with the spread or rate increasing in the case of each of (i), (ii) and
(iii) of this clause (b) by one percent after 90 days). To the extent such bank bonds have not been remarketed
or otherwise retired as of the earlier of the 60" day following the date such bonds were purchased by the
liquidity provider or the stated expiration date of the related liquidity facility, Metropolitan’s obligation to
reimburse the liquidity provider may convert the term of the variable rate bonds purchased by the liquidity
provider into a term loan payable under the terms of the current liquidity facilities in semi-annual installments
over a period ending on either the third anniversary or fifth anniversary, depending on the applicable liquidity
facility, of the date on which the variable rate bonds were purchased by the liquidity provider. In addition,
upon an event of default under any such liquidity facility, including a failure by Metropolitan to perform or
observe its covenants under the applicable standby bond purchase agreement, a default in other specified
indebtedness of Metropolitan, or other specified events of default (including a reduction in the credit rating
assigned to Senior Revenue Bonds issued under the Senior Debt Resolutions by any of Fitch, S&P or Moody’s
below “A-—" or “A3”), the liquidity provider could require all bank bonds to be subject to immediate mandatory
redemption by Metropolitan.

The following table lists the current liquidity providers, the current expiration date of each facility,
and the principal amount of outstanding variable rate demand obligations covered under each facility as of
May 1, 2021.

Liquidity Facilities and Expiration Dates

Principal Facility
Liquidity Provider Bond Issue Outstanding Expiration
TD Bank, N.A.® 2018 Series A-1 and Series A-2 $ 90,070,000 June 2024M
TD Bank, N.A.® 2016 Series B-1 and Series B-2 $ 82,905,000 June 2024M
PNC Bank, N.A. 2017 Authorization Series A $ 80,000,000 March 2023
PNC Bank, N.A. 2000 Authorization Series B-3 $ 78.900,000 March 2023
Total $331,875,000

Source: Metropolitan.
M Liquidity provider and facility effective as of June 4, 2021.
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Interest Rate Swap Transactions. By resolution adopted on September 11, 2001, Metropolitan’s
Board authorized the execution of interest rate swap transactions and related agreements in accordance with a
master swap policy, which was subsequently amended by resolutions adopted on July 14, 2009 and May 11,
2010. Metropolitan may execute interest rate swaps if the transaction can be expected to reduce exposure to
changes in interest rates on a particular financial transaction or in the management of interest rate risk derived
from Metropolitan’s overall asset/liability balance, result in a lower net cost of borrowing or achieve a higher
net rate of return on investments made in connection with or incidental to the issuance, incurring or carrying
of Metropolitan’s obligations or investments, or manage variable interest rate exposure consistent with prudent
debt practices and Board-approved guidelines. The Chief Financial Officer reports to the Finance and
Insurance Committee of Metropolitan’s Board each quarter on outstanding swap transactions, including
notional amounts outstanding, counterparty exposures and termination values based on then-existing market
conditions.

Metropolitan currently has one type of interest rate swap, referred to in the table below as “Fixed Payor
Swaps.” Under this type of swap, Metropolitan receives payments that are calculated by reference to a floating
interest rate and makes payments that are calculated by reference to a fixed interest rate.

Metropolitan’s obligations to make regularly scheduled net payments under the terms of the interest
rate swap agreements are payable on a parity with the Senior Parity Obligations. Termination payments under
the 2002A and 2002B interest rate swap agreements would be payable on a parity with the Senior Parity
Obligations. Termination payments under all other interest rate swap agreements would be on parity with the
Subordinate Parity Obligations.

The following swap transactions were outstanding as of May 1, 2021:

FIXED PAYOR SWAPS:
Notional Fixed
Amount Payor Metropolitan Maturity
Designation Qutstanding Swap Counterparty Rate Receives Date
2002 A $ 48,282,000 Morgan Stanley Capital Services, Inc.  3.300% 57.74% of one- 7/1/2025
month LIBOR
2002 B 18,063,000 JPMorgan Chase Bank 3.300 57.74% of one- 7/1/2025
month LIBOR
2003 150,047,500 Wells Fargo Bank 3.257 61.20% of one- 7/1/2030
month LIBOR
2003 150,047,500 JPMorgan Chase Bank 3.257 61.20% of one- 7/1/2030
month LIBOR
2004 C 7,760,500 Morgan Stanley Capital Services, Inc. ~ 2.980 61.55% of one- 10/1/2029
month LIBOR
2004 C 6,349,500 Citigroup Financial Products, Inc. 2.980 61.55% of one- 10/1/2029
month LIBOR
2005 29,057,500 JPMorgan Chase Bank 3.360 70% of 3-month 7/1/2030
LIBOR
2005 29,057,500 Citigroup Financial Products, Inc. 3.360 70% of 3-month 7/1/2030
LIBOR
Total $438,665,000

Source: Metropolitan.

These interest rate swap agreements entail risk to Metropolitan. The counterparty may fail or be unable
to perform, interest rates may vary from assumptions, Metropolitan may be required to post collateral in favor
of its counterparties and Metropolitan may be required to make significant payments in the event of an early
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termination of an interest rate swap. Metropolitan believes that if such an event were to occur, it would not
have a material adverse impact on its financial position. Metropolitan seeks to manage counterparty risk by
diversifying its swap counterparties, limiting exposure to any one counterparty, requiring collateralization or
other credit enhancement to secure swap payment obligations, and by requiring minimum credit rating levels.
Initially, swap counterparties must be rated at least “Aa3” or “AA-", or equivalent by any two of the nationally
recognized credit rating agencies; or use a “AAA” subsidiary as rated by at least one nationally recognized
credit rating agency. Should the credit rating of an existing swap counterparty drop below the required levels,
Metropolitan may enter into additional swaps if those swaps are “offsetting” and risk-reducing swaps. Each
counterparty is initially required to have minimum capitalization of at least $150 million. See Note 5(e) in
Metropolitan’s audited financial statements in Appendix B.

Early termination of an interest rate swap agreement could occur due to a default by either party or the
occurrence of a termination event (including defaults under other specified swaps and indebtedness, certain
acts of insolvency, if a party may not legally perform its swap obligations, or, with respect to Metropolitan, if
its credit rating is reduced below “BBB-" by Moody’s or “Baa3” by S&P (under most of the interest rate swap
agreements) or below “BBB” by Moody’s or “Baa2” by S&P (under one of the interest rate swap agreements)).
As of March 31, 2021, Metropolitan would have been required to pay to some of its counterparties termination
payments if its swaps were terminated on that date. Metropolitan’s net exposure to its counterparties for all
such termination payments on that date was approximately $52.2 million. Metropolitan does not presently
anticipate early termination of any of its interest rate swap agreements due to default by either party or the
occurrence of a termination event. However, Metropolitan has previously exercised, and may in the future
exercise, from time to time, optional early termination provisions to terminate all or a portion of certain interest
rate swap agreements.

Metropolitan is required to post collateral in favor of a counterparty to the extent that Metropolitan’s
total exposure for termination payments to that counterparty exceeds the threshold specified in the applicable
swap agreement. Conversely, the counterparties are required to release collateral to Metropolitan or post
collateral for the benefit of Metropolitan as market conditions become favorable to Metropolitan. As of
March 31, 2021, Metropolitan had no collateral posted with any counterparty. The highest, month-end, amount
of collateral posted was $36.8 million, on June 30, 2012, which was based on an outstanding swap notional
amount of $1.4 billion at that time. The amount of required collateral varies from time to time due primarily
to interest rate movements and can change significantly over a short period of time. See “METROPOLITAN
REVENUES—Financial Reserve Policy” in this Appendix A. In the future, Metropolitan may be required to
post additional collateral, or may be entitled to a reduction or return of the required collateral amount. Collateral
deposited by Metropolitan is held by the counterparties; a bankruptcy of any counterparty holding collateral
posted by Metropolitan could adversely affect the return of the collateral to Metropolitan. Moreover, posting
collateral limits Metropolitan’s liquidity. If collateral requirements increase significantly, Metropolitan’s
liquidity may be materially adversely affected. See “METROPOLITAN REVENUES-Financial Reserve
Policy” in this Appendix A.

Direct Purchase Long Mode Bonds

In April 2020, Metropolitan entered into a Bond Purchase Agreement, dated as of April 1, 2020 (the
“2020 Direct Purchase Agreement”) with Wells Fargo Municipal Capital Strategies, LLC (“WFMCS”), for the
purchase by WFMCS and sale by Metropolitan of Metropolitan’s $271.8 million Special Variable Rate Water
Revenue Refunding Bonds 2020 Series B (the “2020B Senior Revenue Bonds™). The 2020B Senior Revenue
Bonds were issued for the purpose of refunding all of Metropolitan’s then outstanding variable rate Senior
Revenue Bonds that were designated as self-liquidity bonds as part of Metropolitan’s self-liquidity program
(“Self-Liquidity Bonds™).

The 2020B Senior Revenue Bonds were issued under the Senior Debt Resolutions and are further

described in a related paying agent agreement, dated as of April 1, 2020, as amended by the Paying Agent
Agreement Amendment No. 1, dated as of April 1, 2021 (together, the “2020B Paying Agent Agreement”), by
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and between Metropolitan and Wells Fargo Bank, N.A., as paying agent. Pursuant to the 2020B Paying Agent
Agreement, the 2020B Senior Revenue Bonds may bear interest from time to time in any one of several interest
rate modes at the election of Metropolitan. The 2020B Senior Revenue Bonds currently bear interest in a Long
Mode under the 2020B Paying Agent Agreement at a Long Rate equal to 0.46 percent per annum for the Long
Period ending on April 2, 2024. If not earlier prepaid or redeemed pursuant to the terms of the 2020 Direct
Purchase Agreement and the 2020B Paying Agent Agreement, the 2020B Senior Revenue Bonds are subject
to mandatory tender for purchase on April 2, 2024 (the “Mandatory Tender Date”), the last day of the new
Long Period. The 2020B Senior Revenue Bonds were initially designated as Self-Liquidity Bonds pursuant to
the 2020B Paying Agent Agreement and no standby bond purchase agreement or other liquidity facility is in
effect for the purchase of such bonds.

On or before the date 120 days prior to the end of the Long Period, Metropolitan may request WFMCS
to purchase the 2020B Senior Revenue Bonds for another Long Period, or Metropolitan may seek to remarket
the 2020B Senior Revenue Bonds to another bank or in the public debt markets in a new interest rate mode or
at a fixed interest rate. In the event the 2020B Bonds are not purchased by WFMCS for a subsequent Long
Period, Metropolitan is obligated under the 2020 Direct Purchase Agreement to cause 2020B Senior Revenue
Bonds that have not been converted to another interest rate mode or remarketed to a purchaser or purchasers
other than WFMCS (“Unremarketed 2020B Bonds™) to be redeemed on the Mandatory Tender Date; provided,
that if no default or event of default under the 2020 Direct Purchase Agreement shall have occurred and be
continuing and the representations and warranties of Metropolitan shall be true and correct on the Mandatory
Tender Date, then the principal amount of the Unremarketed 2020B Senior Revenue Bonds shall be due and
payable on the date that is 30 days following the Mandatory Tender Date and shall accrue interest at the
Purchaser Rate, a fluctuating interest per annum equal to, the greatest of the (i) the Prime Rate, (ii) Federal
Funds Rate plus one-half of one percent, and (iii) five percent, as specified in the 2020 Direct Purchase
Agreement. If no default or event of default under the 2020 Direct Purchase Agreement shall have occurred
and be continuing and the representations and warranties of Metropolitan shall be true and correct at the end
of such 30-day period, the Unremarketed 2020B Senior Revenue Bonds will continue to bear interest at the
Purchaser Rate plus, after 180 days from the Mandatory Tender Date, a spread of one percent, and the principal
amount of such Unremarketed 2020B Senior Revenue Bonds may, at Metropolitan’s request, instead be subject
to mandatory redemption in substantially equal installments payable every six months over an amortization
period commencing six months after the Mandatory Tender Date and ending on the third anniversary of the
Mandatory Tender Date.

Under the 2020 Direct Purchase Agreement, upon a failure by Metropolitan to pay principal or interest
of any 2020B Senior Revenue Bonds, a failure by Metropolitan to perform or observe its covenants, a default
in other specified indebtedness of Metropolitan, certain acts of bankruptcy or insolvency, or other specified
events of default (including if S&P shall have assigned a credit rating below “BBB-,” or if any of Fitch, S&P
or Moody’s shall have assigned a credit rating below “A—" or “A3,” to Senior Revenue Bonds issued under
the Senior Debt Resolutions), WFMCS has the right to cause a mandatory tender of the 2020B Senior Revenue
Bonds and accelerate (depending on the event, seven days after the occurrence, or for certain events, only after
180 days’ notice) Metropolitan’s obligation to repay the 2020B Senior Revenue Bonds.

In connection with the execution of the 2020 Direct Purchase Agreement, Metropolitan designated the
principal payable on the 2020B Senior Revenue Bonds on the Mandatory Tender Date as Excluded Principal
Payments under the Senior Debt Resolutions and thus, for purposes of calculating Maximum Annual Debt
Service, included the amount of principal and interest due and payable in connection therewith on a schedule
of Assumed Debt Service. This schedule of Assumed Debt Service assumes that Metropolitan will pay the
principal of the 2020B Senior Revenue Bonds over a period of 30 years at a fixed interest rate of approximately
5.00 percent.

Metropolitan has previously, and may in the future, enter into one or more self-liquidity revolving
credit agreements which may be drawn upon for the purpose of paying the purchase price of any Self-Liquidity
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Bonds issued by Metropolitan, the repayment obligations of Metropolitan under which may be secured as
either Senior Parity Obligations or Subordinate Parity Obligations.

Term Mode Bonds

As of May 1, 2021, Metropolitan had outstanding $2.8 million of Senior Revenue Bonds bearing
interest in a term mode, comprised of its 2014 Series C-3 Bonds (the “Term Mode Bonds™). The Term Mode
Bonds initially bear interest at a fixed rate for a specified period from their date of issuance, after which there
shall be determined a new interest mode for such Term Mode Bonds (which may be another term mode, a daily
mode, a weekly mode, a short-term mode or an index mode) or the Term Mode Bonds may be converted to
bear fixed interest rates through the maturity date thereof. The owners of the Term Mode Bonds must tender
for purchase, and Metropolitan must purchase, all of the Term Mode Bonds on the specified scheduled
mandatory tender date of each term period for such Term Mode Bonds. The Term Mode Bonds outstanding as
of May 1, 2021, are summarized in the following table:

Term Mode Bonds
Original Principal Next Scheduled
Series Amount Issued Mandatory Tender Date
2014 C-3 $ 2,810,000 October 1, 20210

Source: Metropolitan.
(M The Term Mode Bonds are to be refunded by Metropolitan’s Water Revenue Refunding Bonds, 2021 Series B.

Metropolitan will pay the principal of, and interest on, the Term Mode Bonds on parity with its other
Senior Revenue Bonds. Metropolitan anticipates that it will pay the purchase price of tendered Term Mode
Bonds from the proceeds of remarketing such Term Mode Bonds or from other available funds. Metropolitan’s
obligation to pay the purchase price of any tendered Term Mode Bonds is an unsecured, special limited
obligation of Metropolitan payable from Net Operating Revenues. Purchase price payments of Term Mode
Bonds are subordinate to both the Senior Revenue Bonds and Senior Parity Obligations and to the Subordinate
Revenue Bonds and Subordinate Parity Obligations. Metropolitan has not secured any liquidity facility or letter
of credit to support the payment of the purchase price of Term Mode Bonds in connection with any scheduled
mandatory tender. If the purchase price of the Term Mode Bonds is not paid from the proceeds of remarketing
or other funds following a scheduled mandatory tender, such Term Mode Bonds will then bear interest at a
default rate of up to 12 percent per annum until purchased by Metropolitan or redeemed. Failure to pay the
purchase price of Term Mode Bonds on a scheduled mandatory tender date is a default under the related paying
agent agreement, upon the occurrence and continuance of which a majority in aggregate principal amount of
the owners of such Term Mode Bonds may elect a bondholders’ committee to exercise rights and powers of
such owners under such paying agent agreement. Failure to pay the purchase price of Term Mode Bonds on a
scheduled mandatory tender date is not a default under the Senior Debt Resolutions. If the purchase price of
the Term Mode Bonds is not paid on a scheduled mandatory tender date, such Term Mode Bonds will also be
subject to special mandatory redemption, in part, 18, 36 and 54 months following the purchase default. Any
such special mandatory redemption payment will constitute an obligation payable on parity with the Senior
Revenue Bonds and Senior Parity Obligations.

Senior Parity Obligations

Short-Term Revolving Credit Facility. In April 2016, Metropolitan entered into a noteholder’s
agreement (such agreement as subsequently amended, the “RBC Short-Term Revolving Credit Facility”) with
RBC Municipal Products, LLC (“RBC”) and a related note purchase agreement with RBC Capital Products,
LLC, as the underwriter, for the issuance and sale by Metropolitan and the purchase by RBC of Metropolitan’s
short-term Index Notes. Pursuant to the RBC Short-Term Revolving Credit Facility, Metropolitan may borrow,
pay down and re-borrow amounts, through the issuance and sale from time to time of up to $200 million of
notes (including, subject to certain terms and conditions, notes to refund maturing notes) to be purchased by
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RBC during the term of RBC’s commitment thereunder (which commitment currently extends to April 5,
2022). As of May 1, 2021, Metropolitan had outstanding $0 of short-term notes under the RBC Short-Term
Revolving Credit Facility. Metropolitan expects to make a draw on the RBC Short-Term Revolving Credit
Facility on or before June 30, 2021 and issue $35,645,000 principal amount of short-term notes thereunder to
provide temporary financing for the refunding of a portion of its outstanding Subordinate Water Revenue
Refunding Bonds, 2017 Series B. A portion of the proceeds of Metropolitan’s Water Revenue Refunding
Bonds, 2021 Series B is expected to be applied to repay and redeem all of the then outstanding notes under the
RBC Short-Term Revolving Credit Facility. Any unpaid principal remaining outstanding at the April 5, 2022
commitment end date of the RBC Short-Term Revolving Credit Facility is required to be paid by Metropolitan
in quarterly installments over a period of approximately one year.

Notes under the RBC Short-Term Revolving Credit Facility bear interest at a variable rate of interest:
for taxable borrowings, at a spread of 0.54 percent (so long as the current credit rating on Metropolitan’s Senior
Revenue Bonds issued under the Senior Debt Resolutions is maintained) to the one-month LIBOR; and for
tax-exempt borrowings, at a spread of 0.38 percent (so long as the current credit rating on Metropolitan’s
Senior Revenue Bonds issued under the Senior Debt Resolutions is maintained) to the SIFMA Municipal Swap
Index. Under the RBC Short-Term Revolving Credit Facility, upon a failure by Metropolitan to pay principal
or interest of any note thereunder, a failure by Metropolitan to perform or observe its covenants, a default in
other specified indebtedness of Metropolitan, certain acts of insolvency, or other specified events of default
(including a reduction in the credit rating assigned to Senior Revenue Bonds issued under the Senior Debt
Resolutions by Fitch, S&P or Moody’s below “A—" or “A3”), the bank has the right to terminate its
commitments and may accelerate (depending on the event, seven days after the occurrence, or for certain
events, only after 180 days’ notice) Metropolitan’s obligation to repay its borrowings. Metropolitan has secured
its obligation to pay principal and interest on notes evidencing borrowings under the RBC Short-Term Credit
Facility as Senior Parity Obligations.

In connection with the execution of the RBC Short-Term Revolving Credit Facility, Metropolitan
designated the principal and interest payable on the notes thereunder as Excluded Principal Payments under
the Senior Debt Resolutions and thus, for purposes of calculating Maximum Annual Debt Service, included
the amount of principal and interest due and payable under the RBC Short-Term Revolving Credit Facility on
a schedule of Assumed Debt Service. This schedule of Assumed Debt Service assumes that Metropolitan will
pay the principal under the RBC Short-Term Revolving Credit Facility over a period of 30 years at a fixed
interest rate of approximately 3.3 percent.

Metropolitan has previously, and may in the future, enter into one or more other or alternative short-
term revolving credit facilities, the repayment obligations of Metropolitan under which may be secured as
either Senior Parity Obligations or Subordinate Parity Obligations.

Outstanding Subordinate Revenue Bonds and Subordinate Parity Obligations

Subordinate Revenue Bonds

The water revenue bonds issued under the Subordinate Debt Resolutions outstanding as of May 1,
2021, are set forth below:

[Remainder of page intentionally left blank.]
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Principal

Name of Issue QOutstanding

Subordinate Water Revenue Bonds, 2016 Authorization Series A(D® $ 175,000,000
Subordinate Water Revenue Refunding Bonds, 2017 Series A 232,715,000
Subordinate Water Revenue Refunding Bonds, 2017 Series B® 142,575,000
Subordinate Water Revenue Bonds, 2017 Series C™» 80,000,000
Subordinate Water Revenue Refunding Bonds, 2017 Series DO 95,630,000
Subordinate Water Revenue Refunding Bonds, 2017 Series E® 95,625,000
Subordinate Water Revenue Refunding Bonds, 2018 Series A 90,115,000
Subordinate Water Revenue Bonds, 2018 Series B 64,345,000
Subordinate Water Revenue Refunding Bonds, 2019 Series A 233,660,000
Subordinate Water Revenue Refunding Bonds, 2020 Series A 152,455,000
Total $1,362,120,000

Source: Metropolitan.

M QOutstanding variable rate obligation.
@ Refunded by Metropolitan’s Variable Rate Subordinate Water Revenue Refunding Bonds, 2021 Series A, which were issued on
June 16, 2021.
®  Metropolitan expects to refund the $35,645,000 principal amount of these bonds maturing on August 1, 2021 on or after their
July 1, 2021 optional call date with notes issued under the RBC Short-Term Revolving Credit Facility as described above.

Variable Rate Bonds

As of May 1, 2021, of the $1.36 billion outstanding Subordinate Revenue Bonds, $446.3 million were
variable rate obligations. The outstanding variable rate Subordinate Revenue Bonds (described under this
caption “—Variable Rate Bonds™) are all bonds bearing interest in a LIBOR Index Mode or a SIFMA Index
Mode (referred to herein as “Index Tender Bonds”). Metropolitan also has outstanding $46.8 million short-
term notes issued as variable rate Subordinate Parity Obligations (described under “—Subordinate Parity
Obligations — Subordinate Short-Term Certificates” below).

Direct Purchase LIBOR Index Mode Bonds. In December 2016, Metropolitan entered into a
Continuing Covenant Agreement with Bank of America, N.A. (“BANA,” and the “2016 BANA Agreement”),
for the purchase by BANA and sale by Metropolitan of $175 million Subordinate Water Revenue Bonds, 2016
Authorization Series A (the “Subordinate 2016 Series A Bonds”), which was the first series of bonds issued
under the Subordinate Debt Resolutions. Proceeds were used to reimburse Metropolitan for the purchase of
the Delta Islands in the San Francisco Bay\Sacramento-San Joaquin River Delta that was funded from
Metropolitan’s reserves in July 2016.

The Subordinate 2016 Series A Bonds bore interest at a variable rate of interest, at a spread of 0.32
percent (so long as the current credit rating on Metropolitan’s Senior Revenue Bonds issued under the Senior
Debt Resolutions was maintained) to one-month LIBOR. Under the 2016 BANA Agreement, upon a failure
by Metropolitan to pay principal or interest of any Subordinate 2016 Series A Bonds, a failure by Metropolitan
to perform or observe its covenants, a default in other specified indebtedness of Metropolitan, certain acts of
insolvency, or other specified events of default (including if S&P shall have assigned a credit rating below
“BBB-,” or if any of Fitch, S&P or Moody’s shall have assigned a credit rating below “BBB” or “Baa2,” to
Senior Revenue Bonds issued under the Senior Debt Resolutions), BANA had the right to accelerate
(depending on the event, seven days after the occurrence, or for certain events, only after 180 days’ notice)
Metropolitan’s obligation to repay the Subordinate 2016 Series A Bonds. Metropolitan secured its obligation
to pay principal and interest under the 2016 BANA Agreement as a Subordinate Parity Obligation. The
Subordinate 2016 Series A Bonds were Index Tender Bonds subject to mandatory tender for purchase on the
scheduled mandatory tender date of June 21, 2021, or, if directed by BANA upon the occurrence and
continuance of an event of default under the 2016 BANA Agreement, five business days after receipt of such
direction. On or before the scheduled mandatory tender date, Metropolitan had the right to request an extension
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of'the 2016 BANA Agreement for another tender period or to request BANA to purchase the Subordinate 2016
Series A Bonds in another interest rate mode, or Metropolitan could seek to remarket the Subordinate 2016
Series A Bonds to another bank or in the public debt markets. Under the 2016 BANA Agreement, in the event
the 2016 BANA Agreement was not extended, Metropolitan would be obligated to cause unremarketed
Subordinate 2016 Series A Bonds to be redeemed five business days after the scheduled mandatory tender date
in the event the purchase price of the Subordinate 2016 Series A Bonds was not paid from the proceeds of a
remarketing or other funds on the scheduled mandatory tender date. A failure to pay the purchase price of the
Subordinate 2016 Series A Bonds upon a mandatory tender would constitute a default under the Subordinate
Debt Resolutions if not remedied within five business days. Metropolitan refunded the Subordinate 2016 Series
A Bonds on June 16, 2021 with proceeds of its Variable Rate Subordinate Water Revenue Refunding Bonds,
2021 Series A.

SIFMA Index Mode Bonds. Metropolitan’s Subordinate Water Revenue Bonds, 2017 Series C,
Subordinate Water Revenue Refunding Bonds, 2017 Series D and Subordinate Water Revenue Refunding
Bonds, 2017 Series E (collectively, the “Subordinate 2017 Series C, D and E Bonds™) bear interest at a rate
that fluctuates weekly based on the SIFMA Municipal Swap Index plus a spread. The Subordinate 2017 Series
C, D and E Bonds are Index Tender Bonds and are subject to mandatory tender under certain circumstances,
including on certain scheduled mandatory tender dates (unless earlier remarketed or otherwise retired).
Metropolitan anticipates that it will pay the purchase price of tendered Subordinate 2017 Series C, D and E
Bonds from the proceeds of remarketing such Index Tender Bonds or from other available funds.
Metropolitan’s obligation to pay the purchase price of any such tendered Subordinate 2017 Series C, D and E
Bonds is a special limited obligation of Metropolitan payable solely from Net Operating Revenues subordinate
to the Senior Revenue Bonds and Senior Parity Obligations and on parity with the other outstanding
Subordinate Revenue Bonds and Subordinate Parity Obligations. Metropolitan has not secured any liquidity
facility or letter of credit to support the payment of the purchase price of Subordinate 2017 Series C, D and E
Bonds in connection with a scheduled mandatory tender. Failure to pay the purchase price of any Subordinate
2017 Series C, D and E Bonds on a scheduled mandatory tender date for such Index Tender Bonds for a period
of five business days following written notice by any Owner of such Subordinate 2017 Series C, D and E
Bonds will constitute an event of default under the Subordinate Debt Resolutions, upon the occurrence and
continuance of which the owners of 25 percent in aggregate principal amount of the Subordinate Revenue
Bonds then outstanding may elect a bondholders’ committee to exercise rights and powers of such owners
under the Subordinate Debt Resolutions, including the right to declare the entire unpaid principal of the
Subordinate Revenue Bonds then outstanding to be immediately due and payable.

The current mandatory tender dates and related tender periods for the Index Tender Bonds outstanding
as of May 1, 2021, are summarized in the following table:

Index Tender Bonds

Original Next Scheduled
Date of Principal Mandatory Maturity
Series Issuance Amount Issued Tender Date Date
Subordinate 2016 Authorization Series A  December 21, 2016 $175,000,000 June 21, 2021 July 1, 2045
Subordinate 2017 Series C July 3, 2017 80,000,000 May 21, 2024® July 1, 2047
Subordinate 2017 Refunding Series D July 3, 2017 95,630,000 May 21, 2024® July 1, 2037
Subordinate 2017 Refunding Series E July 3, 2017 95,625,000 May 21, 2024®? July 1, 2037
Total $446,255,000

Source: Metropolitan.

(O Refunded by Metropolitan’s Variable Rate Subordinate Water Revenue Refunding Bonds, 2021 Series A, which were issued on
June 16, 2021.

@ Scheduled mandatory tender date established in connection with the remarketing of the bonds on May 19, 2021 in a new tender
period.
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Subordinate Parity Obligations

Subordinate Short-Term Certificates. In August 2019, Metropolitan entered into an amended and
restated note purchase and continuing covenant agreement with BANA (the “Subordinate Refunding Note
Purchase Agreement”) for the purchase by BANA and sale by Metropolitan of Metropolitan’s $46.8 million
principal amount of Short-Term Revenue Refunding Certificates, Series 2019 A (the “2019A Subordinate
Short-Term Refunding Notes”). The $46.8 principal amount of 2019A Subordinate Short-Term Refunding
Notes issued by Metropolitan and purchased by BANA on August 1,2019 refunded all of the outstanding notes
previously issued by Metropolitan under a prior note purchase and continuing covenant agreement entered into
in 2018 between Metropolitan and BANA. Such refunded notes were issued for the purpose of providing
advance funding to support the California WaterFix as authorized by the Board on July 10, 2018. On May 2,
2019, DWR withdrew its approval of California WaterFix and announced plans to pursue a new planning and
environmental review process for a single tunnel Bay-Delta conveyance project. See “METROPOLITAN’S
WATER SUPPLY-State Water Project —Bay-Delta Proceedings Affecting State Water Project — Bay-Delta
Planning Activities; Delta Conveyance” in this Appendix A.

The 2019A Subordinate Short-Term Refunding Notes bore interest at a fluctuating per annum interest
rate, equal to one-month LIBOR plus a spread of 0.32 percent (which spread was subject to increase on a scale
based upon the then applicable credit ratings on Metropolitan’s Senior Revenue Bonds), not to exceed
18 percent per annum. The scheduled maturity date of the 2019A Subordinate Short-Term Refunding Notes
was August 1, 2021. On or before the date 120 days prior to the scheduled maturity date of the 2019A
Subordinate Short-Term Refunding Notes, Metropolitan had the right to request BANA to extend its
commitment and to refund and exchange the 2019A Subordinate Short-Term Refunding Notes with new
refunding notes, or Metropolitan could seek to refund the 2019A Subordinate Short-Term Refunding Notes
with another bank or to refinance the 2019A Subordinate Short-Term Refunding Notes on a short or long-term
basis in the public debt markets. Metropolitan refunded the 2019A Subordinate Short-Term Refunding Notes
on June 16,2021 with proceeds of its Variable Rate Subordinate Water Revenue Refunding Bonds, 2021 Series
A.

Concurrently with the execution of the Subordinate Refunding Note Purchase Agreement, in August
2019, Metropolitan entered into an additional note purchase and continuing covenant agreement (the “2019
Subordinate Note Purchase Agreement”) with BANA for the purchase by BANA and sale by Metropolitan,
from time to time, of Metropolitan’s Short-Term Revenue Certificates, Series 2019. Pursuant to the terms of
the 2019 Subordinate Note Purchase Agreement, Metropolitan may borrow, through the issuance and sale from
time to time of short-term notes (with maturity dates not exceeding one year from their delivery date), an
aggregate principal amount not to exceed $39.2 million (including, subject to certain terms and conditions,
notes to refund maturing notes) to be purchased by BANA during the term of BANA’s commitment thereunder
(the stated expiration date of which is July 30, 2021). As of May 1, 2021, Metropolitan had outstanding $0 of
Short-Term Revenue Certificates under the 2019 Subordinate Note Purchase Agreement.

Notes under the 2019 Subordinate Note Purchase Agreement bear interest at a fluctuating per annum
interest rate: (i) for taxable borrowings, equal to one-month LIBOR plus a spread of 0.32 percent; and (ii) for
tax-exempt borrowings, equal to 80 percent of one-month LIBOR plus a spread of 0.20 percent; in each case,
which spread is subject to increase on a scale based upon the then applicable credit ratings on Metropolitan’s
Senior Revenue Bonds. The per annum interest rate on notes under 2019 Subordinate Note Purchase
Agreement shall not exceed 12 percent on notes issued for new money purposes and shall not exceed
18 percent on notes issued to refund maturing notes.

Metropolitan has secured its obligations to pay principal and interest under the Subordinate Refunding
Note Purchase Agreement and the 2019 Subordinate Note Purchase Agreement as Subordinate Parity
Obligations, payable from Net Operating Revenues on a basis junior and subordinate to Metropolitan’s Senior
Revenue Bonds and Senior Parity Obligations and on parity with Metropolitan’s Subordinate Revenue Bonds.
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Under each of Subordinate Refunding Note Purchase Agreement and the 2019 Subordinate Note
Purchase Agreement, upon a failure by Metropolitan to pay principal or interest of any note thereunder, upon
a failure by Metropolitan to perform or observe its covenants, a default in other specified indebtedness of
Metropolitan, certain acts of bankruptcy or insolvency, or other specified events of default (including if S&P
shall have assigned a credit rating below “BBB-,” or if any of Fitch, S&P or Moody’s shall have assigned a
credit rating below “BBB” or “Baa2,” to Metropolitan’s Senior Revenue Bonds), BANA has the right to
terminate its commitments thereunder and may accelerate (depending on the event, seven days after the
occurrence, or for certain events, only after 180 days’ notice) Metropolitan’s obligation to repay its borrowings.
Upon the occurrence and during the continuation of an event of default under the Subordinate Refunding Note
Purchase Agreement or the 2019 Subordinate Note Purchase Agreement, outstanding notes thereunder would
bear interest at a default rate of 12 percent per annum.

Other Junior Obligations

Metropolitan currently is authorized to issue up to $400,000,000 of Commercial Paper Notes payable
from Net Operating Revenues on a basis subordinate to both the Senior Revenue Bonds and Senior Parity
Obligations and to the Subordinate Revenue Bonds and Subordinate Parity Obligations. Although no
Commercial Paper Notes are currently outstanding, the authorization remains in full force and effect and
Metropolitan may issue Commercial Paper Notes from time to time.

General Obligation Bonds

As of May 1, 2021, $26,830,000 aggregate principal amount of general obligation bonds payable from
ad valorem property taxes were outstanding. See “METROPOLITAN REVENUES-General” and “~Revenue
Allocation Policy and Tax Revenues” in this Appendix A. Metropolitan’s revenue bonds are not payable from
the levy of ad valorem property taxes.

Amount Principal
General Obligation Bonds IssuedV Outstanding
Waterworks General Obligation Refunding Bonds, 2019 Series A $16,755,000 $13,165,000
Water Works General Obligation Refunding Bonds, 2020 Series A 13,665,000 13.665.000
Total $30.420.000 $26.830.000

Source: Metropolitan.

() Voters authorized Metropolitan to issue $850,000,000 of Waterworks General Obligation Bonds, Election 1966, in multiple series,
in a special election held on June 7, 1966. This authorization has been fully utilized. This table lists bonds that refunded such
Waterworks General Obligation Bonds, Election 1966.

State Water Contract Obligations

General. As described herein, in 1960, Metropolitan entered into its State Water Contract with DWR
to receive water from the State Water Project. All expenditures for capital and operations, maintenance, power
and replacement costs associated with the State Water Project facilities used for water delivery are paid for by
the 29 Contractors that have executed State water supply contracts with DWR, including Metropolitan.
Contractors are obligated to pay allocable portions of the cost of construction of the system and ongoing
operating and maintenance costs through at least 2035, regardless of quantities of water available from the
project. Other payments are based on deliveries requested and actual deliveries received, costs of power
required for actual deliveries of water, and offsets for credits received. In exchange, Contractors have the right
to participate in the system, with an entitlement to water service from the State Water Project and the right to
use the portion of the State Water Project conveyance system necessary to deliver water to them at no additional
cost as long as capacity exists. Metropolitan’s State Water Contract accounts for nearly one-half of the total
entitlement for State Water Project water contracted for by all Contractors.
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DWR and other State Water Contractors, including Metropolitan, have reached an Agreement in
Principle to extend their State water supply contracts to 2085 and to make certain changes related to the
financial management of the State Water Project in the future. See “METROPOLITAN’S WATER SUPPLY—
State Water Project” in this Appendix A.

Metropolitan’s payment obligation for the State Water Project for the fiscal year ended June 30, 2020
was $518.9 million, which amount reflects prior year’s credits of $33.2 million. For the fiscal year ended June
30, 2020, Metropolitan’s payment obligations under the State Water Contract were approximately 35 percent
of Metropolitan’s total annual expenses. A portion of Metropolitan’s annual property tax levy is for payment
of State Water Contract obligations, as described above under “METROPOLITAN REVENUES-Revenue
Allocation Policy and Tax Revenues” in this Appendix A. Any deficiency between tax levy receipts and
Metropolitan’s State Water Contract obligations is expected to be paid from Operating Revenues, as defined
in the Senior Debt Resolutions. See Note 9(a) to Metropolitan’s audited financial statements in Appendix B
for an estimate of Metropolitan’s payment obligations under the State Water Contract. See also “—Power
Sources and Costs; Related Long-Term Commitments™ for a description of current and future costs for electric
power required to operate State Water Project pumping systems and a description of litigation involving the
federal relicensing of the Hyatt-Thermalito hydroelectric generating facilities at Lake Oroville.

Metropolitan capitalizes its share of the State Water Project capital costs as participation rights in State
Water Project facilities as such costs are billed by DWR. Unamortized participation rights essentially represent
a prepayment for future water deliveries through the State Water Project system. Metropolitan’s share of
system operating and maintenance costs are annually expensed.

DWR and various subsets of the State Water Contractors have entered into amendments to the State
water supply contracts related to the financing of certain State Water Project facilities. The amendments
establish procedures to provide for the payment of construction costs financed by DWR bonds by establishing
separate subcategories of charges to produce the revenues required to pay all of the annual financing costs
(including coverage on the allocable bonds) relating to the financed project. If any affected Contractor defaults
on payment under certain of such amendments, the shortfall may be collected from the non-defaulting affected
Contractors, subject to certain limitations.

These amendments represent additional long-term obligations of Metropolitan, as described below.

Devil Canyon-Castaic Contract. On June 23, 1972, Metropolitan and five other Southern California
public agencies entered into a contract (the “Devil Canyon-Castaic Contract) with DWR for the financing and
construction of the Devil Canyon and Castaic power recovery facilities, located on the aqueduct system of the
State Water Project. Under this contract, DWR agreed to build the Devil Canyon and Castaic facilities, using
the proceeds of revenue bonds issued by DWR under the State Central Valley Project Act. DWR also agreed
to use and apply the power made available by the construction and operation of such facilities to deliver water
to Metropolitan and the other contracting agencies. Metropolitan, in turn, agreed to pay to DWR 88 percent of
the debt service on the revenue bonds issued by DWR. For calendar year 2020, this represented a payment of
$7.8 million. In addition, Metropolitan agreed to pay 78.5 percent of the operation and maintenance expenses
of the Devil Canyon facilities and 96 percent of the operation and maintenance expenses of the Castaic
facilities. Metropolitan’s obligations under the Devil Canyon-Castaic Contract continue until the bonds are
fully retired in 2022 even if DWR is unable to operate the facilities or deliver power from these facilities.

Off-Aqueduct Power Facilities. In addition to system “on-aqueduct” power facilities costs, DWR has,
either on its own or by joint venture, financed certain off-aqueduct power facilities. The power generated is
utilized by the system for water transportation and other State Water Project purposes. Power generated in
excess of system needs is marketed to various utilities and the California Independent System Operator
(“CAISO”). Metropolitan is entitled to a proportionate share of the revenues resulting from sales of excess
power. By virtue of a 1982 amendment to the State Water Contract and the other water supply contracts,
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Metropolitan and the other water Contractors are responsible for paying the capital and operating costs of the
off-aqueduct power facilities regardless of the amount of power generated.

East Branch Enlargement Amendment. In 1986, Metropolitan’s State Water Contract and the water
supply contracts of certain other State Water Contractors were amended for the purpose, among others, of
financing the enlargement of the East Branch of the California Aqueduct. Under the amendment, enlargement
of the East Branch can be initiated either at Metropolitan’s request or by DWR finding that enlargement is
needed to meet demands. Metropolitan, the other State Water Contractors on the East Branch, and DWR are
currently in discussions on the timetable and plan for future East Branch enlargement actions.

The amendment establishes a separate subcategory of the Transportation Charge under the State Water
Contract for the East Branch Enlargement and provides for the payment of costs associated with financing and
operating the East Branch Enlargement. Under the amendment, the annual financing costs for such facilities
financed by bonds issued by DWR are allocated among the participating Contractors based upon the delivery
capacity increase allocable to each participating Contractor. Such costs include, but are not limited to, debt
service, including coverage requirements, deposits to reserves, and certain operation and maintenance
expenses, less any credits, interest earnings or other moneys received by DWR in connection with this facility.

If any participating Contractor defaults on payment of its allocable charges under the amendment,
among other things, the non-defaulting participating Contractors may assume responsibility for such charges
and receive delivery capability that would otherwise be available to the defaulting participating Contractor in
proportion to the non-defaulting Contractor’s participation in the East Branch Enlargement. If participating
Contractors fail to cure the default, Metropolitan will, in exchange for the delivery capability that would
otherwise be available to the defaulting participating Contractor, assume responsibility for the capital charges
of the defaulting participating Contractor.

Water System Revenue Bond Amendment. In 1987, the State Water Contract and other water supply
contracts were amended for the purpose of financing State Water Project facilities through revenue bonds. This
amendment establishes a separate subcategory of the Delta Water Charge and the Transportation Charge under
the State water supply contracts for projects financed with DWR water system revenue bonds. This subcategory
of charge provides the revenues required to pay the annual financing costs of the bonds and consists of two
elements. The first element is an annual charge for repayment of capital costs of certain revenue bond financed
water system facilities under the existing water supply contract procedures. The second element is a water
system revenue bond surcharge to pay the difference between the total annual charges under the first element
and the annual financing costs, including coverage and reserves, of DWR’s water system revenue bonds.

If any Contractor defaults on payment of its allocable charges under this amendment, DWR is required
to allocate a portion of the default to each of the nondefaulting Contractors, subject to certain limitations,
including a provision that no nondefaulting Contractor may be charged more than 125 percent of the amount
of its annual payment in the absence of any such default. Under certain circumstances, the nondefaulting
Contractors would be entitled to receive an allocation of the water supply of the defaulting Contractor.

The following table sets forth Metropolitan’s projected costs of State Water Project water based upon
DWR’s Appendix B to Bulletin 132-19 (an annual report produced by DWR setting forth data and
computations used by the State in determining State Water Contractors’ Statements of Charges),
Metropolitan’s share of the forecasted costs associated with the planning of a single tunnel Bay-Delta
conveyance project (see “METROPOLITAN’S WATER SUPPLY-State Water Project —Bay-Delta
Proceedings Affecting State Water Project — Bay-Delta Planning Activities; Delta Conveyance™), and power
costs forecasted by Metropolitan.

The projections for fiscal year 2020-21 are revised from the projections adopted in the fiscal year
2020-21 and 2021-22 biennial budget and based on results through March 2021. The projections for fiscal
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years 2021-22 through 2024-25 reflect Metropolitan’s biennial budget for fiscal years 2020-21 and 2021-22,
which includes a ten-year financial forecast. See also “HISTORICAL AND PROJECTED REVENUES AND
EXPENSES” in this Appendix A. The projections reflect certain assumptions concerning future events and
circumstances which may not occur or materialize. Actual costs may vary from these projections if such events
and circumstances do not occur as expected or materialize, and such variances may be material.

PROJECTED COSTS OF METROPOLITAN
FOR STATE WATER CONTRACT AND DELTA CONVEYANCE

(Dollars in Millions)

Year

Ending Capital Minimum Power Refunds & Delta

June 30 Costs® OMP&RY Costs® Credits® Conveyance®  Total®
2021 $180.4 $262.0 $106.7 $(39.9) $25.0 $534.3
2022 2119 275.2 2124 (70.1) 25.0 654.4
2023 189.4 283.9 212.2 (63.5) 50.0 672.0
2024 209.9 294.9 2125 (64.0) - 653.3
2025 228.2 309.8 218.9 (66.8) - 690.1

Source: Metropolitan.

M Capital Costs, Minimum Operations, Maintenance, Power and Replacement (“OMP&R”) and Refunds and Credits projections are
based on DWR’s Appendix B to Bulletin 132-19. Capital costs reflect DWR’s October 2019 capital expenditures projections based
upon its condition assessment review of State Water Project repair and replacement needs.

@ Power costs are forecasted by Metropolitan based on a 50 percent State Water Project allocation. Availability of State Water Project
supplies vary and deliveries may include transfers and storage. All deliveries are based upon availability, as determined by
hydrology, water quality and wildlife conditions. See “METROPOLITAN’S WATER SUPPLY-State Water Project” and “—
Endangered Species Act and Other Environmental Considerations” in this Appendix A.

® Based on Metropolitan’s share of the forecasted planning costs for a single tunnel project. Does not include any capital costs
associated with any future proposed Bay-Delta conveyance project.

@ Totals may not add due to rounding.

Power Sources and Costs; Related Long-Term Commitments

Current and future costs for electric power required for operating the pumping systems of the CRA
and the State Water Project are a substantial part of Metropolitan’s overall expenses. Metropolitan’s power
costs include various ongoing fixed annual obligations under its contracts with the U.S. Department of Energy
Western Area Power Administration and the Bureau of Reclamation for power from the Hoover and Parker
Power Plants respectively. Expenses for electric power for the CRA for the fiscal years 2018-19 and 2019-20
were approximately and $39.3 million and $39.6 million, respectively. Expenses for electric power and
transmission service for the State Water Project for fiscal years 2018-19 and 2019-20 were approximately
$127.5 million and $134.0 million, respectively. Electricity markets are subject to volatility and Metropolitan
is unable to give any assurance with respect to the magnitude of future power costs.

Colorado River Aqueduct. Approximately 50 percent of the annual power requirements for pumping
at full capacity (1.25 million acre-feet of Colorado River water) in Metropolitan’s CRA are secured through
long-term contracts for energy generated from federal facilities located on the Colorado River (Hoover Power
Plant and Parker Power Plant). Payments made under the Hoover Power Plant and Parker Power Plant contracts
are operation and maintenance expenses. These contracts provide Metropolitan with reliable and economical
power resources to pump Colorado River water to Metropolitan’s service area.

As provided for under the Hoover Power Allocation Act of 2011 (H.R. 470), Metropolitan has
executed a 50-year agreement with the Western Area Power Administration for the continued purchase of
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electric energy generated at the Hoover Power Plant through September 2067, succeeding Metropolitan’s prior
Hoover contract that expired on September 30, 2017.

Depending on pumping conditions, Metropolitan can require additional energy in excess of the base
resources available to Metropolitan from the Hoover and Parker Power Plants. The remaining up to
approximately 50 percent of annual pumping power requirements for full capacity pumping on the CRA is
obtained through energy purchases from municipal and investor-owned utilities, third party suppliers, or the
CAISO markets. Metropolitan is a member of the Western Systems Power Pool (“WSPP”) and utilizes its
industry standard form contract to make wholesale power purchases at market cost.

Gross diversions of water from Lake Havasu for fiscal years 2018-19 and 2019-20 were approximately
798,000 acre-feet and 552,000 acre-feet, respectively, including Metropolitan’s basic apportionment of
Colorado River water and supplies from water transfer and storage programs. In fiscal years 2018-19 and 2019-
20, Metropolitan purchased approximately 395,000 and sold 54,000 megawatt-hours, respectively, of
additional energy.

Metropolitan has agreements with the Arizona Electric Power Cooperative (“AEPCO”) to provide
transmission and energy purchasing services to support CRA power operations. The term of these agreements
extends to December 31, 2035.

State Water Project. The State Water Project’s power requirements are met from a diverse mix of
resources, including State-owned hydroelectric generating facilities. DWR has short-term contracts with
Metropolitan (hydropower), Kern River Conservation District (hydropower), Northern California Power
Agency (natural gas generation), Wells Fargo Company (Solar), Dominion Solar Holdings (Solar), and S-
Power Corporation (Solar). The remainder of the State Water Project power needs is met by purchases from
the CAISO.

DWR is seeking renewal of the license issued by FERC for the State Water Project’s Hyatt-Thermalito
hydroelectric generating facilities at Lake Oroville. A Settlement Agreement containing recommended
conditions for the new license was submitted to FERC in March 2006. That agreement was signed by over 50
stakeholders, including Metropolitan and other State Water Contractors. With only a few minor modifications,
FERC staff recommended that the Settlement Agreement be adopted as the condition for the new license. DWR
issued a final EIR for the relicensing project on July 22, 2008.

Butte County and Plumas County filed separate lawsuits against DWR challenging the adequacy of
the final EIR. This lawsuit also named all of the signatories to the Settlement Agreement, including
Metropolitan, as “real parties in interest,” since they could be adversely affected by this litigation. On
September 5, 2019, the Court of Appeal ruled that review pursuant to CEQA is preempted in certain respects
by the Federal Power Act. The case is now before the California Supreme Court. If the decision is affirmed,
the case will be dismissed. If the California Supreme Court finds in favor of the plaintiffs, the case will be
remanded to the California Court of Appeal for a determination of sufficiency regarding the merits of the
CEQA petition.

Regulatory permits and authorizations are also required before the new license can take effect. In
December 2016, NMFS issued a biological opinion setting forth the terms and conditions under which the
relicensing project must operate in order to avoid adverse impacts to threatened and endangered species. This
was the last major regulatory requirement prior to FERC issuing a new license. Following the 2017 Oroville
Dam spillway incident, Butte County, the City of Oroville, and others requested that FERC not issue a new
license until an Independent Forensic Team (“IFT”) delivered their final report to FERC and FERC has had
adequate time to review the report. The Final IFT report was delivered on January 5, 2018. DWR submitted a
plan to address the findings of the report to FERC on March 12, 2018. See “METROPOLITAN’S WATER
SUPPLY-State Water Project —2017 Oroville Dam Spillway Incident.” Metropolitan anticipates that FERC
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will issue the new license; however, the timeframe for FERC approval is not currently known. However, FERC
has issued one-year renewals of the existing license since its initial expiration date on January 31, 2007 and is
expected to issue successive one-year renewals until a new license is obtained.

DWR receives transmission service from the CAISO. The transmission service providers participating
in the CAISO may seek increased transmission rates, subject to the approval of FERC. DWR has the right to
contest any such proposed increase. DWR may also be subject to increases in the cost of transmission service
as new electric grid facilities are constructed.

On September 10, 2018, Governor Brown signed SB 100 into law, which took effect on January 1,
2019. SB 100 establishes a goal of providing 100 percent carbon-free electricity by 2045 and increases the
2030 Renewables Portfolio Standard (“RPS”) requirement for retail electric utilities from 50 percent to
60 percent. Simultaneously, the Governor announced Executive Order B-55-18 directing state agencies to
develop a framework to achieve and maintain carbon neutrality by 2045. Metropolitan and DWR are not
subject to the RPS requirements. However, as a state agency, DWR is subject to the Executive Order. DWR
has an existing climate action plan in order to achieve carbon neutrality by 2045.

October 9, 2019, Governor Newsom signed SB 49 into law. SB 49 requires Natural Resources, in
collaboration with the Energy Commission and the Department of Water Resources to assess by January 1,
2022 the opportunities and constraints for potential operational and structural upgrades to the State Water
Project to aid California in achieving its climate and energy goals, and to provide associated recommendations
consistent with California’s energy goals.

Defined Benefit Pension Plan and Other Post-Employment Benefits

Metropolitan is a member of the California Public Employees’ Retirement System (“PERS”), a
multiple-employer pension system that provides a contributory defined-benefit pension for substantially all
Metropolitan employees. PERS provides retirement and disability benefits, annual cost-of-living adjustments
and death benefits to plan members and beneficiaries. PERS acts as a common investment and administrative
agent for participating public entities within the State. PERS is a contributory plan deriving funds from
employee contributions as well as from employer contributions and earnings from investments. A menu of
benefit provisions is established by State statutes within the Public Employees’ Retirement Law. Metropolitan
selects optional benefit provisions from the benefit menu by contract with PERS.

Metropolitan makes contributions to PERS based on actuarially determined employer contribution
rates. The actuarial methods and assumptions used are those adopted by the PERS Board of Administration
(“PERS Board”). Employees hired prior to January 1, 2013 are required to contribute 7.00 percent of their
earnings (excluding overtime pay) to PERS. Pursuant to the current memoranda of understanding,
Metropolitan contributes the requisite 7.00 percent contribution for all employees represented by the
Management and Professional Employees Association, the Association of Confidential Employees,
Supervisors and Professional Personnel Association and AFSCME Local 1902 and who were hired prior to
January 1, 2012. Employees in all four bargaining units who were hired on or after January 1, 2012 but before
January 1, 2013, pay the full 7.00 percent contribution to PERS for the first five years of employment. After
the employee completes five years of employment, Metropolitan contributes the requisite 7.00 percent
contribution. Metropolitan also contributes the entire 7.00 percent on behalf of unrepresented employees.
Employees hired on or after January 1, 2013 and who are “new” PERS members as defined by Public
Employees’ Pension Reform Act of 2013 pay a member contribution of 6.00 percent in fiscal years 2018-19
through 2019-20 and 7.25 percent in fiscal years 2020-21 through 2021-22. In addition, Metropolitan is
required to contribute the actuarially determined remaining amounts necessary to fund the benefits for its
members.
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The contribution requirements of the plan members are established by State statute and the employer
contribution rate is established and may be amended by PERS. The fiscal year contributions were/are based
on the following actuarial reports and discount rates:

Fiscal Year Actuarial Valuation Discount Rate
2018-19 June 30, 2016 7.375%
2019-20 June 30,2017 7.25%
2020-21 June 30,2018 7.00%
2021-22 June 30,2019 7.00%

Metropolitan was required to contribute 25.97 percent and 29.97 percent of annual projected payroll
for fiscal years 2018-19 and 2019-20, respectively. Metropolitan’s actual contribution for fiscal years 2018-19
and 2019-20 were $68.3 million or 32.14 percent of annual covered payroll and $77.6 million or 34.38 percent
of annual covered payroll, respectively. The fiscal years 2018-19 and 2019-20 actual contribution included
$11.8 million or 5.56 percent and $11.5 million or 5.10 percent of annual covered payroll, respectively, for
Metropolitan’s pick-up of the employees’ 7.00 percent share. For fiscal years 2020-21 and 2021-22,
Metropolitan is required to contribute 32.43 percent and 34.39 percent, respectively, of annual projected
payroll, in addition to member contributions paid by Metropolitan.

Metropolitan’s required contributions to PERS fluctuate each year and include a normal cost
component and a component equal to an amortized amount of the unfunded liability. Many assumptions are
used to estimate the ultimate liability of pensions and the contributions that will be required to meet those
obligations. The PERS Board has adjusted and may in the future further adjust certain assumptions used in the
PERS actuarial valuations, which may increase Metropolitan’s required contributions to PERS in future years.
Accordingly, Metropolitan cannot provide any assurances that its required contributions to PERS in future
years will not significantly increase (or otherwise vary) from any past or current projected levels of
contributions.

On December 21, 2016, the PERS Board approved lowering the discount rate to 7.00 percent over a
three-year period. PERS has estimated that with a reduction in the rate of return to 7.00 percent, most employers
could expect a rate increase of 1.00 percent to 3.00 percent of normal cost as a percent of payroll for
miscellaneous plans and an increase in payments toward unfunded accrued liabilities of between 30 to 40
percent. As a result, required contributions of employers, including Metropolitan, are expected to increase.

Beginning with fiscal year 2017-18 PERS began collecting employer contributions towards the plan’s
unfunded liability as dollar amounts instead of the prior method of contribution rate. This change addresses
potential funding issues that could arise from a declining payroll or reduction in the number of active members
in the plan.

On December 19, 2017, the PERS Board adopted new actuarial assumptions based on the
recommendations in the December 2017 CalPERS Experience Study and Review of Actuarial Assumptions.
This study reviewed the retirement rates, termination rates, mortality rates, rates of salary increases and
inflation assumption for public agencies. These new assumptions were incorporated in the June 30, 2017
actuarial valuation and reflected in the required contribution for fiscal year 2019-20. In addition, the Board
adopted a new asset portfolio as part of its Asset Liability Management. The new asset mix supports a
7.00 percent discount rate. The reduction of the inflation assumption will be implemented in two steps in
conjunction with the decreases in the discount rate. For the June 30, 2017 valuation an inflation rate of
2.625 percent was used and for the June 30, 2018 and subsequent valuations, an inflation rate of 2.50 percent
was/will be used.
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The PERS Board has adopted a new amortization policy effective with the June 30, 2019 actuarial
valuation. The new policy shortens the period over which actuarial gains and losses are amortized from 30
years to 20 years with the payments computed using a level dollar amount. In addition, the new policy removes
the five-year ramp-up and ramp-down on unfunded accrued liability bases attributable to assumption changes
and non-investment gains/losses. The new policy removes the five-year ramp-down on investment
gains/losses. These changes will apply only to new unfunded accrued liability bases established on or after
June 30, 2019.

The following table shows the funding progress of Metropolitan’s pension plan.

Accrued Market Value Unfunded
Valuation Liability of Assets Accrued Liability Funded
Date ($ in billions) ($ in billions) (8 in billions) Ratio
6/30/190 $2.534 $1.810 $(0.724) 71.4%
6/30/18 $2.433 $1.744 $(0.689) 71.7%
6/30/17 $2.269 $1.651 $(0.618) 72.7%
6/30/16 $2.166 $1.524 $(0.642) 70.3%
6/30/15 $2.060 $1.556 $(0.504) 75.5%
6/30/14 $1.983 $1.560 $(0.423) 78.7%
6/30/13 $1.805 $1.356 ($0.449) 75.1%

() Most recent actuarial valuation available.
Source: California Public Employees’ Retirement System.

The market value of assets reflected above is based upon the most recent actuarial valuation as of
June 30, 2019. The actuarial valuation as of June 30, 2020 is not expected to be available before summer 2021.
The June 30, 2020 valuation report will be used to establish the contribution requirements for fiscal year 2022-
23. Increased volatility has been experienced in the financial markets in recent months and the market value at
the time of the June 30, 2020 valuation is not yet known. Significant losses in market value or failure to achieve
projected investment returns could substantially increase unfunded pension liabilities and future pension costs.
See also “INTRODUCTION-COVID-19 Pandemic.” However, as noted above, under the amortization policy
adopted by PERS, changes in the unfunded accrued liability due to actuarial gains or losses are amortized over
a fixed 20-year period with a five-year ramp up at the beginning and a five-year ramp down at the end of the
amortization period, as a result of which the immediate fiscal impact of any one year’s negative return on
Metropolitan’s contribution rates is reduced.

The following tables show the changes in Net Pension Liability and related ratios of Metropolitan’s
pension plan for fiscal years 2019-20 and 2018-19, and for fiscal years 2018-19 and 2017-18.
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Increase/

(Dollars in thousands) 06/30/20 6/30/19 (Decrease)
Total Pension Liability $2,479,307 $2,376,778 $102,529
Plan Fiduciary Net Position 1,810,312 1,742,741 67,571
Plan Net Pension Liability $ 668,995 $ 634,037 $ 34,958
Plan fiduciary net positions as a

% of the total pension liability 73.02% 73.32%
Covered payroll $ 212,558 $ 204,635
Plan net pension liability as a

% of covered payroll 314.74% 309.84%

Increase/

(Dollars in thousands) 06/30/19 6/30/18 (Decrease)
Total Pension Liability $2,376,778 $2,315,248 $61,530
Plan Fiduciary Net Position 1,742,741 1,654,331 88,410
Plan Net Pension Liability $ 634,037 $ 660,917 $(26,380)
Plan fiduciary net positions as a

% of the total pension liability 73.32% 71.45%
Covered payroll $ 204,635 $ 199,186
Plan net pension liability as a

% of covered payroll 309.84% 331.81%

The Net Pension Liability for Metropolitan’s Miscellaneous Plan for the fiscal years ended June 30,
2020 and 2019 was measured as of June 30, 2019 and June 30, 2018, respectively, and the Total Pension
Liability used to calculate the Net Pension Liability as of such dates was determined by an annual actuarial
valuation as of June 30, 2018 and June 30, 2017, respectively.

For more information on the plan, sse APPENDIX B—-“THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA INDEPENDENT AUDITORS’ REPORT AND BASIC FINANCIAL
STATEMENTS FOR FISCAL YEARS ENDED JUNE 30, 2020 AND JUNE 30, 2019 AND BASIC
FINANCIAL STATEMENTS FOR THE NINE MONTHS ENDED MARCH 31, 2021 AND 2020
(UNAUDITED).”

Metropolitan currently provides post-employment medical insurance to retirees and pays the post-
employment medical insurance premiums to PERS. On January 1, 2012, Metropolitan implemented a longer
vesting schedule for retiree medical benefits, which applies to all new employees hired on or after January 1,
2012. Payments for this benefit were $27.3 million in fiscal year 2018-19 and $45.3 million in fiscal year 2019-
20. Under Governmental Accounting Standards Board Statement No. 75, Accounting and Financial Reporting
for Postemployment Benefits Other Than Pensions, Metropolitan is required to account for and report the
outstanding obligations and commitments related to such benefits, commonly referred to as other post-
employment benefits (“OPEB”), on an accrual basis.

The actuarial valuations dated June 30, 2017 and June 30, 2019, were released in March of 2018 and
June of 2020, respectively. The 2017 valuation indicated that the Actuarially Determined Contribution
(“ADC”) in fiscal year 2019-20 was $28.1 million and 2019 valuation indicate that the ADC will be
$23.2 million and $23.6 million in fiscal years 2020-21 and 2021-22, respectively. The ADC was based on the
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entry-age normal actuarial cost method with contributions determined as a level percent of pay. The actuarial
assumptions included the following:

June 30, 2019 June 30, 2017
Valuation Valuation
Investment Rate of Return 6.75% 6.75%
Inflation 2.75% 2.75%
Salary Increases 3.00% 3.00%

Health Care Cost Trends

Medicare — starting at 6.3%, grading
down to 4.0% over fifty-five years.

Non-Medicare — starting at 7.25%,

Medicare — starting at 6.5%, grading
down to 4.0% over fifty-seven years.

Non-Medicare — starting at 7.5%,

grading down to 4.0% over fifty-five | grading down to 4.0% over
years fifty-seven years.
Mortality, Termination, CalPERS 1997-2015 Experience | CalPERS 1997-2011  Experience
Disability Study Study

Mortality projected fully generational
with Scale MP-2019

Mortality projected fully generational
with Scale MP-2017

Affordable Care Act (ACA)
Excise Tax

Not included. Repealed in December
2019.

2% load on retiree medical premium
subsidy

As of June 30, 2019, the date of the most recent OPEB actuarial report, the unfunded actuarial accrued
liability was estimated to be $164.3 million and projected to be $156.7 million at June 30, 2020. The
amortization period for the unfunded actuarial accrued liability is 23 years closed with 17 years remaining as
of fiscal year end 2020 and the amortization period of actuarial gains and losses is 15 years closed. Adjustments
to the ADC include amortization of the unfunded actuarial accrued liability and actuarial gains and losses.

In September 2013, Metropolitan’s Board established an irrevocable OPEB trust fund with the
California Employers’ Retiree Benefit Trust Fund. The market value of assets in the trust as of June 30, 2020
was $287.7 million. As part of its biennial budget process, the Board approved the full funding of the ADC for
fiscal years 2020-21 and 2021-22.

As noted above, the COVID-19 pandemic and related economic consequences have contributed to
increased volatility in the financial markets. Declines in the market value of the OPEB trust fund or failure to
achieve projected investment returns could negatively affect the funding status of the trust fund and increase
ADC:s in the future. See also “INTRODUCTION-COVID-19 Pandemic.”

The following tables show the changes in Net OPEB Liability and related ratios of Metropolitan’s
OPEB plan for fiscal years 2019-20 and 2018-19, and for fiscal years 2018-19 and 2017-18.

[Remainder of page intentionally left blank.]
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Increase/

(Dollars in thousands) 06/30/20 6/30/19 (Decrease)
Total OPEB Liability $434,759 $468,185 $(33,426)
Plan Fiduciary Net Position 266,773 239,851 26,922
Plan Net OPEB Liability $167,986 $228,334 $(60,348)
Plan fiduciary net positions as a

% of the total OPEB liability 61.36% 51.23%
Covered payroll $212,558 $204,635
Plan net OPEB liability as a

% of covered payroll 79.03% 111.58%

Increase/

(Dollars in thousands) 06/30/19 6/30/18 (Decrease)
Total OPEB Liability $468,185 $448,095 $20,090
Plan Fiduciary Net Position 239,851 207,526 32,325
Plan Net OPEB Liability $228,334 $240,569 $(12,235)
Plan fiduciary net positions as a

% of the total OPEB liability 51.23% 46.31%
Covered payroll $204,635 $199,186
Plan net OPEB liability as a

% of covered payroll 111.58% 120.78%

The Net OPEB Liability for the fiscal years ended June 30, 2020 and 2019 was measured as of June 30,
2019 and June 30, 2018, respectively, and the Total OPEB Liability used to calculate the Net OPEB Liability
as of such dates was determined by an annual actuarial valuation as of June 30, 2019 and June 30, 2017,
respectively.

HISTORICAL AND PROJECTED REVENUES AND EXPENSES

The “Historical and Projected Revenues and Expenses” table below provides a summary of revenues
and expenses of Metropolitan prepared on a modified accrual basis. This is consistent with the biennial budget
for fiscal years 2020-21 and 2021-22, which includes a ten-year financial forecast. The table does not reflect
the accrual basis of accounting, which is used to prepare Metropolitan’s annual audited financial statements.
The modified accrual basis of accounting varies from the accrual basis of accounting in the following respects:
depreciation and amortization are not recorded and payments for debt service and pay-as-you-go construction
are recorded when paid. Under the modified accrual basis of accounting, revenues are recognized in the fiscal
year in which they are earned, and expenses are recognized when incurred. Thus, water revenues are recognized
in the month the water transaction occurs and expenses are recognized when goods have been received and
services have been rendered. The change to modified accrual accounting is for budgeting purposes and
Metropolitan will continue to calculate compliance with its rate covenant, limitations on additional bonds and
other financial covenants in the Revenue Bond Resolutions in accordance with their terms.

The projections are based on assumptions concerning future events and circumstances that may impact
revenues and expenses and represent management’s best estimates of results at this time. See the footnotes to
the table below entitled “HISTORICAL AND PROJECTED REVENUES AND EXPENSES” and
“MANAGEMENT’S DISCUSSION OF HISTORICAL AND PROJECTED REVENUES AND EXPENSES”
for relevant assumptions, including projected water transactions and the average annual increase in the
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effective water rate, and “MANAGEMENT’S DISCUSSION OF HISTORICAL AND PROJECTED
REVENUES AND EXPENSES” for a discussion of potential impacts. Some assumptions inevitably will not
materialize, and unanticipated events and circumstances may occur. Therefore, the actual results achieved
during the projection period will vary from the projections and the variations may be material. The budget and
projection information, and all other forward-looking statements in this Appendix A, are based on current
expectations and are not intended as representations of facts or guarantees of future results.

The COVID-19 outbreak is a significant evolving development that is currently adversely affecting
global, national, State, and local economic activity and prospects. Because of the unprecedented nature of the
COVID-19 pandemic, historical data may not be an accurate predictor of future performance. Accordingly,
any trends that may be suggested by historical data and budgets or projections described herein which pre-date
the onset of the COVID-19 emergency or do not include information regarding its impact should be considered
in light of a possible or probable negative impact of COVID-19. Moreover, the COVID-19 pandemic is
ongoing and possible future impacts involve many developing and unknown outcomes, several of which are
identified in the discussion included under “INTRODUCTION- COVID-19 Pandemic.”

As discussed under “INTRODUCTION-COVID-19 Pandemic,” Metropolitan modified certain
assumptions made in its preliminary biennial budget as initially presented to the Board in February 2020
following the onset of the COVID-19 outbreak to consider certain then-anticipated effects of COVID-19,
primarily potential effects on the regional economy, financial impacts to member agencies and impacts on
construction schedules and timing of capital expenditures. The biennial budget for fiscal years 2020-21 and
2021-22, and water rates and charges for calendar years 2021 and 2022 as adopted by the Board on April 14,
2020, reflect these adjustments. In recognition of the changed circumstances and the ongoing uncertainties
related to COVID-19 (including those referenced above), as was contemplated in connection with its approval
of the biennial budget for fiscal years 2020-21 and 2021-22, Metropolitan’s Board reviewed the adopted budget
and rates in September 2020 to consider further impacts resulting from the COVID-19 crisis.

As noted herein, the financial projection for fiscal year 2020-21 reflects revised projections based on
results through March 2021, and the financial projections for fiscal years 2021-22 through 2025-26 reflect the
biennial budget for fiscal years 2020-21 and 2021-22 and ten-year financial forecast provided therein. The
financial projections include Metropolitan’s share of the forecasted costs associated with the planning of a
single tunnel Bay-Delta conveyance project. See “METROPOLITAN’S WATER SUPPLY-State Water
Project —Bay-Delta Proceedings Affecting State Water Project — Bay-Delta Planning Activities; Delta
Conveyance” in this Appendix A.

Metropolitan’s resource planning projections are developed using a comprehensive analytical process
that incorporates demographic growth projections from recognized regional planning entities, historical and
projected data acquired through coordination with local agencies, and the use of generally accepted empirical
and analytical methodologies. See “METROPOLITAN’S WATER SUPPLY-Integrated Water Resources
Plan” in this Appendix A. Due to the variability of supplemental wholesale water transactions and
unpredictability of future hydrologic conditions, projections of the volume of annual water transactions are
based on projections in Metropolitan’s latest Board adopted Integrated Resources Plan, the 2015 IRP Update
and recently recalibrated by Metropolitan’s Water Resource Management for the biennial budget for fiscal
years 2020-21 and 2021-22 and ten-year financial forecast provided therein.

Nevertheless, Metropolitan’s assumptions have been questioned by directors representing SDCWA on
Metropolitan’s Board. Metropolitan has reviewed SDCWA’s concerns and, while recognizing that
assumptions may vary, believes that the estimates and assumptions that support Metropolitan’s projections are
reasonable based upon history, experience and other factors as described herein.

Metropolitan’s projections of the level of water transactions are the result of a comprehensive retail
demand, conservation, and local supply estimation process, including supply projections from member
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agencies and other water providers within Metropolitan’s service area. Retail demands for water are estimated
with a model driven by projections of relevant demographics provided by SCAG and SANDAG. Retail
demands are adjusted downward for conservation savings and local supplies, with the remainder being the
estimated demand for Metropolitan supplies. Conservation savings estimates include all conservation
programs in place to date as well as estimates of future conservation program goals outlined in the 2015 IRP
Update. See “CONSERVATION AND WATER SHORTAGE MEASURES” in this Appendix A. Local
supplies include water produced by local agencies from various sources including but not limited to
groundwater, surface water, locally-owned imported supplies, recycled water, and seawater desalination (see
“REGIONAL WATER RESOURCES” in this Appendix A). For additional description of Metropolitan’s
water transactions projections, see “MANAGEMENT’S DISCUSSION OF HISTORICAL AND
PROJECTED REVENUES AND EXPENSES” in this Appendix A.

The water transactions projections used to determine water rates and charges assume an average year
hydrology. Actual water transactions are likely to vary from projections. As shown in the chart entitled
“Historical Water Transactions” below, transactions can vary significantly from average and demonstrates the
degree to which Metropolitan’s commitments to meet supplemental demands can impact transactions. In years
when actual transactions exceed projections, the revenues from water transactions during the fiscal year will
exceed budget, potentially resulting in an increase in financial reserves. In years when actual transactions are
less than projections, Metropolitan uses various tools to manage reductions in revenues, such as reducing
expenses below budgeted levels, reducing funding of capital from revenues, and drawing on reserves. See
“METROPOLITAN REVENUES-Financial Reserve Policy” in this Appendix A. Metropolitan considers
actual transactions, revenues and expenses, and financial reserve balances in setting rates for future fiscal years.

Projections in the following table reflect revised projections for fiscal year 2020-21 based on results
through March 2021. Financial projections for fiscal years 2021-22 through 2025-26 reflect the biennial budget
for fiscal year 2020-21 and 2021-22 and ten-year financial forecast provided therein. This includes the issuance
of $675 million of bonds for fiscal years 2020-21 through 2025-26 to finance the CIP. See
“MANAGEMENT’S DISCUSSION OF HISTORICAL AND PROJECTED REVENUES AND EXPENSES”
and “CAPITAL INVESTMENT PLAN—Capital Investment Plan Financing” in this Appendix A.

Water transactions with member agencies were 1.37 million acre-feet in fiscal year 2019-20. Water
transactions with member agencies are projected to be 1.54 million acre-feet for fiscal year 2020-21,
1.60 million acre-feet for fiscal years 2021-22 and 2022-23, 1.64 million acre-feet for fiscal year 2023-24,
1.69 million acre-feet for fiscal year 2024-25 and 1.74 million acre-feet for fiscal year 2025-26. Rates and
charges increased by 3.0 percent on January 1, 2021 and will increase by 4.0 percent on January 1, 2022. Rates
and charges are projected to increase 5.0 percent for each of calendar years 2023 and 2024, 4.0 percent for
calendar year 2025, and 3.0 percent for calendar year 2026. Actual rates and charges to be effective in 2023
and thereafter are subject to adoption by Metropolitan’s Board.

The projections were prepared by Metropolitan and have not been reviewed by independent certified
public accountants or any entity other than Metropolitan. Dollar amounts are rounded.
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HISTORICAL AND PROJECTED REVENUES AND EXPENSES®

Fiscal Years Ended June 30

(Dollars in Millions)
Actual Projected
2018 2019 2020 2021 2022 2023 2024 2025 2026
Water Revenues® $1,285 $1,149 $1,188  $1,375 $1,476  $1,542  $1,667 $1,793  $1,888
Additional Revenue Sources® 172 170 165 165 175 183 189 202 213
Total Operating Revenues 1,457 1,319 1,353 1,540 1,651 1,725 1,856 1,995 2,101
O&M, CRA Power and Water Transfer Costs®  (568)  (569)  (642)  (710)  (750)  (796)  (847) (877)  (914)
Total SWC OMP&R and Power Costs® (395) (347) _ (384) (403) (513) (546) (507) _ (529) (552)
Total Operation and Maintenance (963) (016) (1,026) (1,113) (1,263) (1,342) (1,354) (1,406) (1,466)
Net Operating Revenues $ 494 $ 403 $ 327 $ 427 $ 388 $ 383 $ 502 $58 § 635
Miscellaneous Revenue® 27 22 14 11 26 27 27 28 28
Transfer from Reserve Funds® 1 - - - - - - - -
Sales of Hydroelectric Power® 24 18 16 18 22 23 14 14 15
Interest on Investments® 8 34 20 10 18 18 18 19 20
Adjusted Net Operating Revenues® 554 477 377 466 454 451 561 650 698
Senior and Subordinate Obligations® (340) (333) _ @272) (279) (298) (306) (323) _ (320 (326)
Funds Available from Operations $ 214 $ 144 $ 105 $ 187 $ 156 $ 145 $ 238 $330 §$ 372
Debt Service Coverage on all Senior and
Subordinate Bonds® 1.63 1.43 1.39 1.67 1.52 1.47 1.74 2.03 2.14
Funds Available from Operations $214 $ 144 $ 105 $187 $156 $145 $238 §$330 $372
Other Revenues (Expenses) ) 6) 6) (@) (@) (@) ®) ®) ®)
Pay-As-You Go Construction (98)  (128)  (39)  (110)  (135)  (180)  (180) (210)  (210)
Pay-As-You Go Funded from Replacement &
Refurbishment Fund Reserves 1 - 1 -- -- - - -- --
Total SWC Capital Costs Paid
from Current Year Operations &2y 6] (&) 15 (10) 12 (® @24 (46)
Remaining Funds Available from Operations 91 6 60 84 4 (30) 42 88 108
Fixed Charge Coverage™ 1.53 1.42 1.38 1.76 1.47 1.53 1.69 1.89 1.88
Property Taxes 131 145 147 153 140 140 140 140 143
General Obligation Bonds Debt Service (20) (14)  (13) 0] ®) V) ) ) o))
SWC Capital Costs Paid from Taxes 11 (131) _ (334 _ (146) (132)  (138)  (138) _ (138) _ (141)
Net Funds Available from Current Year $ 9 $6 $ 60 $ 8 $ 4 $ (30) $42 $8 $ 108

Source: Metropolitan.
(Footnotes on next page)
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(Footnotes to table on prior page)
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Unaudited. Prepared on a modified accrual basis. Projected revenues and expenses in fiscal year 2020-21 are based on results through
March 2021 and revised from the projections provided in the adopted biennial budget for fiscal years 2020-21 and 2021-22. Projections
for fiscal year 2021-22 through fiscal year 2025-26 are based on assumptions and estimates used in the biennial budget for fiscal years
2020-21 and 2021-22 and ten-year financial forecast provided therein, and reflect the projected issuance of additional bonds. See
“MANAGEMENT’S DISCUSSION OF HISTORICAL AND PROJECTED REVENUES AND EXPENSES” in this Appendix A.
Water Revenues include revenues from water sales, exchanges, and wheeling. During the fiscal years ended June 30, 2018 through
June 30, 2020, annual water transactions with member agencies (in acre-feet) were 1.55 million, 1.37 million, and 1.37 million,
respectively. See the table entitled “Summary of Water Transactions and Revenues” under “METROPOLITAN REVENUES-Water
Revenues” in this Appendix A. The water transactions projections (in acre-feet) are 1.54 million acre-feet for fiscal year 2020-21,
1.60 million acre-feet for fiscal years 2021-22 and 2022-23, 1.64 million acre-feet for fiscal year 2023-24, 1.69 million acre-feet for
fiscal year 2024-25 and 1.74 million acre-feet for fiscal year 2025-26. Projections reflect adopted overall rate and charge increases of
3.0 percent effective on January 1, 2021 and 4.0 percent effective on January 1, 2022. Rates and charges are projected to increase
5.0 percent for each of the calendar years 2023 and 2024, 4.0 percent for calendar year 2025 and 3.0 percent for calendar year 2026,
subject to adoption by Metropolitan’s Board. See “MANAGEMENT’S DISCUSSION OF HISTORICAL AND PROJECTED
REVENUES AND EXPENSES” in this Appendix A.

Includes revenues from water standby, readiness-to-serve, and capacity charges. The term Operating Revenues excludes ad valorem
taxes. See “METROPOLITAN REVENUES-Other Charges” in this Appendix A.

Water Transfer Costs and Regional Recycled Water Program planning costs (described under “REGIONAL WATER RESOURCES-
Local Water Supplies — Recycled Water-Metropolitan Regional Recycled Water Program™) are included in operation and maintenance
expenses for purposes of calculating the debt service coverage on all Obligations.

Includes on- and off-aqueduct power and operation, maintenance, power and replacement costs payable under the State Water Contract
and Bay-Delta conveyance planning costs. See “METROPOLITAN EXPENSES-State Water Contract Obligations™ in this Appendix
A. See also “METROPOLITAN’S WATER SUPPLY—State Water Project —Bay-Delta Proceedings Affecting State Water Project —
Bay-Delta Planning Activities; Delta Conveyance” in this Appendix A.

May include lease and rental net proceeds, net proceeds from sale of surplus property, reimbursements, and historically, federal interest
subsidy payments for Build America Bonds.

Reflects transfers from the Water Management Fund of $1 million in fiscal year 2017-18 to fund a like amount of costs for conservation
and supply programs. See “MANAGEMENT’S DISCUSSION OF HISTORICAL AND PROJECTED REVENUES AND
EXPENSES” in this Appendix A.

Includes CRA power sales.

Does not include interest applicable to Bond Construction Funds, the Excess Earnings Funds, other trust funds and the Deferred
Compensation Trust Fund. Includes net gain or loss on investments.

Adjusted Net Operating Revenues is the sum of all available revenues that the revenue bond resolutions specify may be considered by
Metropolitan in setting rates and issuing additional Senior Revenue Bonds and Senior Parity Obligations and Subordinate Revenue
Bonds and Subordinate Parity Obligations.

Includes debt service on outstanding Senior Revenue Bonds, Senior Parity Obligations, Subordinate Revenue Bonds, Subordinate
Parity Obligations, and additional Revenue Bonds (projected). Assumes issuance of approximately $255 million in additional Revenue
Bonds in fiscal year 2020-21, approximately $120 million in each of fiscal years 2022-23 and 2023-24, and approximately $90 million
in each of fiscal years 2024-25 and 2025-26. Fiscal year 2017-18 debt service increased by $15.3 million for debt service prepaid
through bond refunding transactions in June 2018, rather than on July 1, 2018 and fiscal year 2018-19 debt service is therefore reduced
by $15.3 million. Fiscal year 2018-19 debt service increased by $28.5 million for debt service prepaid in June 2019, rather than on
July 1,2019 and fiscal year 2019-20 debt service is therefore reduced by $28.5 million. See “CAPITAL INVESTMENT PLAN-Capital
Investment Plan Financing” in this Appendix A.

Adjusted Net Operating Revenues, divided by the sum of debt service on outstanding Senior Revenue Bonds, Senior Parity Obligations,
Subordinate Revenue Bonds and Subordinate Parity Obligations and additional Revenue Bonds (projected). See “METROPOLITAN
EXPENSES-Outstanding Senior Revenue Bonds and Senior Parity Obligations” and “~Outstanding Subordinate Revenue Bonds and
Subordinate Parity Obligations” in this Appendix A.

Adjusted Net Operating Revenues, divided by the sum of State Water Contract capital costs paid from current year operations and debt
service on outstanding Senior Revenue Bonds, Senior Parity Obligations, Subordinate Revenue Bonds and Subordinate Parity
Obligations, and additional Revenue Bonds (projected).

MANAGEMENT’S DISCUSSION OF HISTORICAL AND
PROJECTED REVENUES AND EXPENSES

Water Transactions Projections

The water transactions with member agencies in the table above for fiscal year 2019-20 were

1.37 million acre-feet. The water transactions forecast is 1.54 million acre-feet for fiscal year 2020-21
(reflecting the revised projections based on results through March 2021), and 1.60 million acre-feet for fiscal
years 2021-22 and 2022-23, 1.64 million acre-feet for fiscal year 2023-24, 1.69 million acre-feet for fiscal year
2024-25, and 1.74 million acre-feet for fiscal year 2025-26 consistent with the biennial budget and ten-year
financial forecast. For purposes of comparison, Metropolitan’s highest level of water transactions during the
past 20 fiscal years was approximately 2.44 million acre-feet in fiscal year 2003-04 and the lowest was
1.37 million acre-feet in fiscal year 2019-20. The chart below shows the volume of water transactions with
member agencies over the last 20 fiscal years.
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*Water transactions include sales, exchanges, and wheeling with member agencies.

Water Revenues

Metropolitan relies on revenues from water transactions for about 75 percent of its total revenues. In
adopting the budget and rates and charges for each fiscal year, Metropolitan’s Board reviews the anticipated
revenue requirements and projected water transactions to determine the rates necessary to produce the required
revenues to be derived from water transactions during the fiscal year. Metropolitan sets rates and charges
estimated to provide operating revenues sufficient, with other sources of funds, to provide for payment of its
expenses. See “HISTORICAL AND PROJECTED REVENUES AND EXPENSES” in this Appendix A.

Metropolitan’s Board has adopted annual increases in water rates each year beginning with the rates
effective January 1, 2004. See “METROPOLITAN REVENUES-Rate Structure” and “—Classes of Water
Service” in this Appendix A. On April 14, 2020, the Board adopted average increases in rate and charges of
3.0 percent, to become effective on January 1, 2021, and 4.0 percent, to become effective on January 1, 2022.
Rates and charges are projected to increase 5.0 percent for each of calendar years 2023 and 2024, 4.0 percent
for calendar year 2025, and 3.0 percent for calendar year 2026. Actual rates and charges to be effective in 2023
and thereafter are subject to adoption by Metropolitan’s Board.

Projected Fiscal Year 2020-21 Results

Projections for fiscal year 2020-21, in the table above, are revised from the projections adopted in the
fiscal year 2020-21 and 2021-22 biennial budget and based on results through March 2021. Financial
projections for fiscal years 2021-22 through 2025-26 are reflected in the fiscal year 2020-21 and 2021-22
biennial budget and ten-year financial forecast provided therein. The fiscal year 2020-21 and 2021-22 biennial
budget and rates set the stage for predictable and reasonable rate increases over the ten-year planning period,
with Board adopted overall rate increases of 3.0 percent for calendar year 2021 and 4.0 percent for calendar
year 2022. The fiscal year 2020-21 and 2021-22 biennial budget and ten-year financial forecast includes rate
increases of 5.0 percent for each of calendar years 2023 and 2024, 4.0 percent for calendar year 2025, and
3.0 percent for calendar year 2026. Actual rates and charges to be effective in 2023 and thereafter are subject
to adoption by Metropolitan’s Board as part of the biennial budget process, at which point the ten-year forecast
will be updated as well. Increases in rates and charges reflect the impact of reduced water transactions

A-104



projections, increasing operations and maintenance costs, and increasing State Water Project costs, when
compared to prior fiscal years.

Operation and maintenance expenses in fiscal year 2020-21 are projected to be $1,113 million, which
represents approximately 67.7 percent of total costs. These expenses include the costs of labor, electrical
power, materials and supplies of both Metropolitan and its contractual share of the State Water Project.
Metropolitan’s operation and maintenance expenses are projected to be $117 million under budget in fiscal
year 2020-21. Comparatively, operations and maintenance expenses in fiscal year 2019-20 were $1,026
million, which represents approximately 69.0 percent of total costs. Overall, projected expenses for the twelve
months ending June 30, 2021 are $1.6 billion. This is $134 million, or 7.5 percent, less than budgeted expenses.

Fiscal year 2020-21 revenue bond debt service coverage is projected to be 1.67x and fixed charge
coverage to be 1.76x. Fiscal year 2020-21 capital expenditures, currently estimated at $286.8 million, will be
partially funded by the proceeds of bonds issued for Fiscal Year 2020-21 for such purpose and the remainder
from pay-as-you-go funding. Metropolitan’s unrestricted reserves are projected to be approximately $510
million at June 30, 2021. See “METROPOLITAN REVENUES-Financial Reserve Policy” in this Appendix
A. This amount does not include funds held in the Exchange Agreement Set-Aside Fund.

As discussed under “HISTORICAL AND PROJECTED REVENUES AND EXPENSES” and noted
above, projections for fiscal year 2020-21 are based on results through March 2021. Metropolitan’s biennial
budget for fiscal years 2020-21 and 2021-22, adopted by the Board on April 14, 2020, and the financial
projections for fiscal years 2020-21 through 2025-26 included in the ten-year financial forecast provided
therein, reflect adjustments made to the underlying assumptions to consider certain then-identified potential
effects of the COVID-19 outbreak. Metropolitan is continuing to monitor the pandemic but is not able to fully
predict the effect it will have on Metropolitan’s financial performance or operations. Metropolitan’s financial
results during the fiscal years 2020-21 through 2025-26 projection period may be impacted by subsequent
developments relating to the COVID-19 pandemic and its consequences. Metropolitan’s Board action on
April 14, 2020 to adopt the biennial budget for fiscal years 2020-21 and 2021-22, and water rates and charges
for calendar years 2021 and 2022, included a review of the adopted budget and rates in September 2020 to
consider further impacts resulting from the COVID-19 crisis. In September 2020, the Board determined to
maintain the previously adopted rates and charges for calendar years 2021 and 2022. Among other things, at
that time, the Board took certain other actions, including approving cost containment measures for fiscal years
2020-21 and 2021-22, and directing staff to develop a payment deferral program for member agencies that
record and report significant customer payment delinquencies and likewise grant deferrals to their customers;
evaluate potential new revenue-generating programs; and place a moratorium on on-emergency unbudgeted
spending.

See also the “Management’s Discussion and Analysis” contained in APPENDIX B—“THE
METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA INDEPENDENT AUDITORS’
REPORT AND BASIC FINANCIAL STATEMENTS FOR FISCAL YEARS ENDED JUNE 30, 2020 AND
JUNE 30, 2019 AND BASIC FINANCIAL STATEMENTS FOR THE NINE MONTHS ENDED
MARCH 31, 2021 AND 2020 (UNAUDITED).”
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Appendix G

Water Supply Assessment Checklist



Water Supply Assessment Checklist

Water Code Page #in
Section Water Supply Assessment Content WSA
10910(c)(2) Incorporate data from UWMP. 4-21
Identification of existing water supply entitlements, water rights, or water
10910(d)(1) service contracts relevant to identified water supply for proposed project, 11-21
and description of quantity of water received in prior years.
10910(d)(2)(A) Written contracts or other proof of entitlement to an identified water supply. 21
10910(d)(2)(B) Capital outlay program for financing the delivery of a water supply that has 21
been adopted.
Federal, state, and local permits for construction of necessary infrastructure
10910(d)(2)(C) associated with delivering the water supply. 11-21
10910(d)(2)(D) Any necessary regulatory approval to deliver/convey the water supply. 11-21
10910(7)(1) Review of any information contaiqed in the UWMP relevant to the identified 4-21
water supply for the proposed project.
Description of any groundwater basin(s) from which proposed project will be
supplied. For basins with adjudicated groundwater pumping rights, include 12-15
10910(f)(2) a copy of the order/decree adopted by the court or the board and a Appendix D
description of quantity of groundwater public water system has the legal pp
right to pump under the order/decree.
Description and analysis of amount and location of groundwater pumped for
10910(f)(3) the past 5 years from any groundwater basin from which the proposed 12-15
project will be supplied.
Description and analysis of amount and location of groundwater that is
10910(f)(4) projected to be pumped from any basin to provided water to the proposed 12-15
project.
Analysis of sufficiency of groundwater from the basins from which the
10910(f)(5) proposed project will be supplied to meet projected water demand of the 12-15

proposed project.






