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1 Overview

The Rate Structure Administrative Procedures Handbook (Handbook) is provided to document Metropolitan's
procedures for calculating, invoicing, collecting, and reconciling the components of Metropolitan's rate structure.

Metropolitan's Board approved the rate structure on October 16, 2001 at the conclusion of a lengthy and open
process. The rate structure is designed in accordance with the Rate Structure Action Plan of December 12, 2000; the
Composite Rate Structure framework of April 11, 2000; and the Strategic Plan Policy Principles of December 14,
1999.

The rate structure supports the strategic planning vision that Metropolitan is a regional provider of services,
encourages the development of additional local supplies like recycling and conservation, and accommodates a water
transfer market. Through its regional services, Metropolitan ensures a baseline of reliability and quality for
imported water deliveries in its service area. By unbundling its full-service water rate, Metropolitan provides
greater opportunity for member agencies to competitively manage their supplies and demand to meet future needs in
a responsible least cost manner.

This document supersedes all previous Rate Structure Administrative Procedure Handbooks and is supplemental and
secondary to the definitions and procedures contained in Metropolitan's Administrative Code.
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2 Rate Structure At-A-Glance

2.1 Current Rates

Table 1
Effective January 1st| 2014 2015 2016
Tier 1 Supply Rate ($/AF) $148 $158 $156
Tier 2 Supply Rate ($/AF) $290 $290 $290
System Access Rate ($/AF) $243 $257 $259
Water Stewardship Rate ($/AF) $41 $41 $41
System Power Rate ($/AF) $161 $126 $138
Full Service Untreated Volumetric Cost ($/AF)
Tier 1 $593 $582 $594
Tier 2 $735 $714 $728
Full Service Exchange Cost ($/AF) $445 $424 $438
Treatment Surcharge ($/AF) $297 $341 $348
Full Service Treated Volumetric Cost ($/AF)
Tier 1 $890 $923 $942
Tier 2 $1,032 $1,055 $1,076
Readiness-to-Serve Charge ($M) $166 $158 $153
Capacity Charge ($/cfs) $8,600 | $11,100 | $10,900
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2.2 Rate Cycle & Billing Cycle Milestones

} Develop Revenue Requirement

FEB |Revenue Requirement and Rates Recommended to Board

MAR |Public Hearing on Rates and Charges
APR [Board considers Rates and Charges; Rates Notification Memo

MAY |Board considers Standby Charge

JAN |New Rates and Charges Effective

SEP |Prior FY RTS is reconciled

SEEE SEEEEEEEHEEHEEEEEEEE
2.3 Billing Measurement Basis
Rate Component Based on Year Type Notes
RTS Charge Ten-Year Rolling Average Firm Calendar |One-year lag
Demands
Base Period Demand Choice of highest purchases in Fiscal One-year lag
either FY90-FY02 or FY03-
FY14
Tier 1 Annual Limit Base Period Demand Calendar |10-year cumulative calculation
(Tier 1/Tier 2 Breakpoint) with Purchase Order
Capacity Charge 3-Year Trailing Peak Calendar |One-year lag; Only May-Sept.
flows

2.4 Water Programs and Rate Components

Rates & Charges That Apply
System Water System Capacity
Program Access | Stewardship | Power Ti/T2 RTS Charge
Full Service Yes Yes Yes Yes Yes Yes
Conjunctive Use Yes Yes Yes Yes Yes No
Wheeling Service Yes Yes No No Yes Yes
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3 Purchase Order / Base Period Demand

3.1 Background

Purchase Orders were developed to establish a financial commitment from the member agency to Metropolitan in
exchange for the ability to purchase more water at the lower Tier 1 Supply Rate. In November 2014, the
Metropolitan Board approved new Purchase Orders effective January 1, 2015 through December 31, 2024. Twenty-
one of the twenty-six member agencies have Purchase Orders, which commit the member agencies to purchase a
minimum amount of supply from Metropolitan (the Purchase Order Commitment).

There is no annual minimum or maximum purchase commitment required by the Purchase Order. A member
agency has the full ten-year term to fulfill the Purchase Order Commitment. In exchange for this commitment, the
member agency can purchase an amount of firm water supply equal to 90 percent of its cumulative Base Period
Demand over the full ten years at the lower Tier 1 Supply Rate. An agency that determines that a Purchase Order is
not in its best interest may purchase up to 60 percent of its Revised Base Firm Demand annually at the lower Tier 1
Supply Rate. The terms and conditions of the Purchase Order are uniform for all member agencies.

3.2 Administration

The Base Period Demand was established for each member agency. Member agencies chose a base amount of (1)
the member agency’s Revised Base Firm Demand which is the highest fiscal year purchases during the 13-year
period of fiscal year 1990 through fiscal year 2002, or (2) the highest year purchases in the most recent 12-year
period of fiscal year 2003 through fiscal year 2014.

At the end of the Purchase Order Term, if the member agency has not purchased enough firm supply to meet its
Purchase Order Commitment, it will be billed for the remaining balance of the Purchase Order Commitment at the
average of the Tier 1 Supply Rate in effect during the Term. This payment may be prorated with interest evenly over
the next 12 invoices.

If a member agency fulfills its Purchase Order Commitment prior to the end of the Purchase Order Term, (e.g.
purchased ten times 60 percent of the Initial Base Period Demand) then the member agency has met its obligation
under the Purchase Order. The member agency may continue to purchase up to 90 percent of its cumulative Base
Period Demand over the Term at the Tier 1 Supply Rate for the duration of the Purchase Order Term.

Although the maximum amount of water that can be purchased at the Tier 1 Supply Rate may increase over time if
the agency's Base Period Demand increases, the Purchase Order Commitment is fixed for the entire Purchase Order
Term and does not increase.

Water billed at the following rates or certified under the below programs will be counted toward the Purchase Order
Commitment:

e Tier 1 Supply Rate
e Tier 2 Supply Rate
e Conjunctive Use sales

3.2.1 Base Period Demand

The Base Period Demand determines the amount of water a member agency with a purchase order is allowed to
purchase at the lower Tier 1 Supply Rate.

The Base Period Demand is the greater of either the Initial Base Period Demand or the highest five fiscal-year
rolling average of firm demands during the Purchase Order Term. The first five fiscal-year rolling average for Base
Period Demand excludes FY 2009/10 through FY 2011/12 due to the water supply allocation plan implementation
impact.

Firm demand sales are defined as:
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Tier 1 sales

Tier 2 sales

Conjunctive Use sales
Storage Agreement sales

Due to accepted certifications and error corrections, a member agency's firm deliveries may change for up to three
years after the month of delivery. Therefore, the Base Period Demand is calculated as a five fiscal-year rolling
average with a one-year lag.

Historical sales will continue to be adjusted with the annual calculation of the five fiscal-year rolling average, which
means that a historic five fiscal-year rolling average could change as certifications and sales are corrected.

Metropolitan's Chief Financial Officer will publish the Base Period Demand schedule with the annual rates and
charges notification sent to all member agencies in April. This schedule will include any recalculations of historical
firm sales.

3.2.2 Initial Base Period Demand

For the establishment of the Purchase Order Commitment, member agencies selected either their Revised Base Firm
Demand or the highest fiscal year purchases from FY 2003 through 2014.
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Table 2

Tier 1 annual maximum (acre-feet)
5-Year Rolling Average
No Allocation Years Annual average Tier 1

Member Agency Base selected (FY 2013-14) maximum

Anaheim 27,154 18,663 24,439
Bewerly Hills 14,867 11,373 13,380
Burbank 18,640 15,073 16,776
Calleguas 131,364 118,967 118,228
Central Basin* 119,617 35,726 71,770
Compton* 5,620 863 3,372
Eastern 130,650 96,760 117,585
Foothill 13,081 9,062 11,773
Fullerton 12,554 8,991 11,299
Glendale 29,135 19,549 26,222
Inland Empire 103,648 63,442 93,283
Las Virgenes 27,065 23,306 24,358
Long Beach 57,560 33,551 51,804
Los Angeles 372,959 415,136 373,623
MWDOC 357,372 229,272 321,635
Pasadena 25,517 20,675 22,965
San Diego CWA* 655,903 328,629 393,542
San Fernando* 1,049 90 629
San Marino 1,602 1,198 1,442
Santa Ana 21,797 12,183 19,617
Santa Monica* 12,344 6,115 7,406
Three Valleys 89,653 69,829 80,687
Torrance 21,338 17,032 19,204
Upper San Gabriel 74,698 25,171 67,228
West Basin 150,464 120,392 135,417
Western MWD 117,537 76,196 105,784
TOTAL 2,593,187 1,777,245 2,133,468

*No Purchase Order; T1 maximum is annual, not cumulative

4 Tier 1 and Tier 2 Supply Rates

4.1 Purpose

The rate structure recovers supply costs through a two-tiered price structure. The Tier 2 Supply Rate reflects
Metropolitan’s cost of procuring North of Delta water transfers. The Tier 2 Supply Rate encourages the member
agencies and their customers to maintain existing local supplies and develop cost-effective local supply resources
and conservation. The Tier 2 Supply Rate also recovers a greater proportion of the cost of developing additional
supplies from member agencies that have increasing demands on the Metropolitan system. The Tier 1 Supply Rate is
set to recover remaining supply costs.

4.2 Administration

Member agencies that submitted a Purchase Order may purchase up to 90 percent of their Base Period Demand at
the lower Tier 1 Supply Rate. Member agencies that accrue a cumulative Tier 2 obligation by virtue of exceeding
their Tier 1 maximum at the end of year five of the purchase order will pay their Tier 2 obligation annually.
Otherwise, any obligation to pay the Tier 2 Supply Rate will be calculated over the ten-year period, consistent with
the calculation of any purchase order commitment obligation.

Member agencies that did not submit a Purchase Order will be charged the higher Tier 2 Supply Rate for supplies
that exceed 60 percent of their Revised Base Period Demand. Any member agency without a Purchase Order must
pay their Tier 2 obligation in the calendar year in which it accrues.

An agency that exceeds its Tier 1 Annual Limit will most likely do so in the latter part of the calendar year.
Therefore, from a member agency cash flow perspective, the Tier 2 Supply Rate, when applicable, will most likely
be incurred at the beginning of a member agency's fiscal year.
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4.3 Tier 2 Supply Rate Billing Method

Because the Tier 1 maximum is set at a total member agency level and not at a meter level, all system water
delivered will be billed at the Tier 1 Supply Rate. Any water delivered that exceeds the Tier 1 maximum will be
billed an additional amount equivalent to the difference between the Tier 2 and Tier 1 Supply Rates.

For member agencies without purchase orders and member agencies with purchase orders that accrue a cumulative
Tier 2 obligation at the end of year five of the purchase order, the Tier 2 Supply Rate will be applied in the month
where the Tier 1 maximum is surpassed on all applicable deliveries. Otherwise, any obligation to pay the Tier 2
Supply Rate will be calculated over the ten-year period, consistent with the calculation of any purchase order
commitment obligation.

4.4 Certification Effects

As water sales are reclassified via the certification process, the year-to-date total of Tier 1 and Tier 2 purchases may
also be lowered. If the total falls below the Tier 1 Annual Maximum, then the volume of water that had been billed
at the Tier 2 Supply Rate will be adjusted for the difference between the Tier 2 and Tier 1 Supply Rates. Credits and
charges will be applied to the monthly invoice as appropriate
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5 Capacity Charge

5.1 Purpose
The Capacity Charge recovers costs incurred to provide distribution capacity on facilities Metropolitan owns or has
the right to use in order to meet peak day demands.

The Capacity Charge provides a price signal to encourage member agencies to reduce peak day demands on the
system and to shift demands that occur during the May 1 through September 30 period into the October 1 through
April 30 period. This results in more efficient utilization of Metropolitan's existing infrastructure and defers capacity
expansion costs.

5.2 Administration

Each member agency will pay the Capacity Charge based on a three-year trailing maximum peak day flow. Due to
accepted certifications and error corrections, peak day flows may change for up to three years after the month of
delivery. Therefore, the Three Year Trailing Max Peak Day is calculated with a one-year lag.

Table 3
Calendar Year 2016 Capacity Charge
Peak Day Demand (cfs)
(May 1 through September 30) $10,900/cfs
Calendar Year
Calendar Year 2016
AGENCY 2012 2013 2014 3-Year Peak Capacity Charge

Anaheim 38.3 31.3 34.0 38.3 417,470.0
Beverly Hills 32.7 30.8 30.6 32.7 356,430
Burbank 20.9 19.7 22.6 22.6 246,340
Calleguas 224.0 228.7 240.8 240.8 2,624,720
Central Basin 74.5 73.6 61.0 74.5 812,050
Compton 2.3 2.9 - 2.9 31,610
Eastern 237.2 267.4 239.2 267.4 2,914,660
Foothill 17.6 18.9 19.9 19.9 216,910
Fullerton 24.4 20.0 22.2 24.4 265,960
Glendale 41.5 44.9 43.7 44.9 489,410
Inland Empire 126.7 153.9 144.0 153.9 1,677,510
Las Virgenes 41.9 43.2 56.0 56.0 610,400
Long Beach 60.4 66.9 67.8 67.8 739,020
Los Angeles 512.9 767.1 782.5 782.5 8,529,250
MWDOC ) 398.6 379.4 443.1 443.1 4,829,790
Pasadena 52.1 52.5 48.5 52.5 572,250
San Diego 961.5 967.4 1,138.2 1,138.2 12,406,380
San Fernando 2.8 4.9 - 4.9 53,410
San Marino 5.3 6.1 7.3 7.3 79,570
Santa Ana 19.2 19.6 17.5 19.6 213,640
Santa Monica 19.7 22.7 15.2 22.7 247,430
Three Valleys 133.0 178.6 151.4 178.6 1,946,740
Torrance 36.2 34.1 335 36.2 394,580
Upper San Gabriel 15.2 16.1 45.4 45.4 494,860
West Basin 222.6 230.2 217.5 230.2 2,509,180
Western 193.7 198.6 176.6 198.6 2,164,740

45,844,310
Data as of 3/2015
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5.3 Adjustment for Excluded Sales

Some water programs are not subject to the Capacity Charge. Some water programs are certified on a monthly basis
and it is not known at what point in time during a month that water was delivered. Metered daily flows used to
calculate the Three Year Trailing Max Peak Day are reduced using the ratio of certified water program deliveries to
total monthly deliveries (see example below). This adjustment is performed annually in November.

Monthly volumetric delivery to member agency (acre-feet) 1,000
Monthly delivery certified as exempt from Capacity Charge 100
Ratio of exempt delivery to total delivery 10.0%
Unadjusted Peak Day Flow (cfs) 40.0
Reduction in peak day flow (cfs) = Peak Day Flow * Ratio 4.0
Adjusted Peak Day Flow (cfs) 36.0

5.4 Adjustment for Conjunctive Use Program

Conjunctive Use deliveries are excluded from the calculation of the Capacity Charge. This is because Conjunctive
Use deliveries are made at Metropolitan’s discretion. Peak day flows are adjusted for Conjunctive Use as described
above.

5.5 Adjustment for H-Constant Meters

Beginning January 1, 2004, agencies that receive deliveries using connections with “H Constant Meters” or non-
AMR meters will have the daily average flow in cfs calculated for those meters included in the Capacity Charge.
The daily average flow will only be calculated for the period that the meter was in operation.

Due to data constraints, the daily average flow for “H Constant Meters” or non-AMR meters will be calculated using
the entire month as a denominator for any period prior to January 1, 2004.

5.6 Billing

Member agencies may elect to pay their Capacity Charge semiannually, quarterly, or monthly. Unless the member
agency provides a written request to the Chief Financial Officer by July 31st to change its current billing preference
it will continue to be billed under its current preference.

Billing for the Capacity Charge will be based on the Resolution adopted by Metropolitan’s Board at its April
meeting. Billing determinants for the Capacity Charge will be determined based on billing data around March 1% of
the year prior to the test year. Certifications for water programs must be received by this date to be included in the
billing determinants for the capacity charge.

For the purpose of assessing the Capacity Charge, the daily average flows by meter are calculated as the average of
96 meter reads recorded every 15-minute interval during the day. These daily average meter flows are aggregated
for each member agency to develop the daily average flows for the agency. This calculation is repeated for each day
in the applicable 15-month period (May through September, of last three years). The highest daily average flow
establishes the peak day demand for the purpose of computing the Capacity Charge.
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6 Readiness-To-Serve Charge

6.1 Purpose

The Readiness-to-Serve (RTS) charge recovers a portion of the principal and interest payments on non-tax supported
debt service that has been or will be issued to fund capital improvements to provide available capacity, emergency
storage, and peak conveyance service.

6.2 Administration
The Readiness-To-Serve Charge is allocated among the member agencies based on a ten-fiscal-year rolling average
of firm sales and wheeled water (Table 4).

Firm sales are defined as:

e Tierl

e Tier2

e Seasonal Storage Service - Shift

e  Conjunctive Use (withdrawals)

Table 4
Fiscal Year 2015/16 READINESS-TO-SERVE CHARGE
Rolling Ten-Year Average 6 months @ $158 Rolling Ten-Year Average 6 months @ $153
Firm Deliveries (Acre-Feet) million per year (7/15- |Firm Deliveries (Acre-Feet) million per year (1/16-

Member Agency FY2003/04 - FY2012/13 RTS Share 12/15) FY2004/05 - FY2013/14 RTS Share 6/16) Total RTS Charge
Anaheim 22,572 1.30% $ 1,028,541 21,646 1.26% $ 965,812 | $ 1,994,353
Beverly Hills 11,524 0.66% 525,122 11,468 0.67% 511,693 1,036,816
Burbank 12,642 0.73% 576,063 12,769 0.74% 569,715 1,145,778
Calleguas 109,981 6.34% 5,011,627 110,216 6.43% 4,917,644 9,929,271
Central Basin 56,302 3.25% 2,565,571 53,106 3.10% 2,369,501 4,935,072
Compton 2,538 0.15% 115,666 2,222 0.13% 99,150 214,816
Eastern 97,935 5.65% 4,462,727 98,854 5.77% 4,410,675 8,873,402
Foothill 10,373 0.60% 472,673 9,999 0.58% 446,114 918,787
Fullerton 10,147 0.59% 462,366 9,902 0.58% 441,799 904,165
Glendale 20,503 1.18% 934,283 20,157 1.18% 899,367 1,833,650
Inland Empire 60,010 3.46% 2,734,520 60,390 3.52% 2,694,504 5,429,023
Las Virgenes 22,797 1.31% 1,038,803 22,702 1.32% 1,012,933 2,051,736
Long Beach 34,315 1.98% 1,563,661 33,643 1.96% 1,501,086 3,064,747
Los Angeles 289,350 16.69% 13,185,152 297,705 17.36% 13,283,020 26,468,172
MWDOC ) 222,281 12.82% 10,122,406 220,916 12.88% 9,856,838 19,979,244
Pasadena 21,669 1.25% 987,397 21,506 1.25% 959,574 1,946,971
San Diego 393,731 22.71% 17,941,593 377,077 21.99% 16,824,451 34,766,044
San Fernando 138 0.01% 6,279 122 0.01% 5,457 11,736
San Marino 1,002 0.06% 45,650 1,000 0.06% 44,614 90,264
Santa Ana 13,509 0.78% 615,575 13,091 0.76% 584,077 1,199,653
Santa Monica 11,001 0.63% 501,277 10,146 0.59% 452,704 953,981
Three Valleys 68,167 3.93% 3,106,237 66,509 3.88% 2,967,508 6,073,745
Torrance 18,845 1.09% 858,727 18,514 1.08% 826,068 1,684,795
Upper San Gabriel 17,081 0.99% 778,358 18,292 1.07% 816,140 1,594,499
West Basin 131,114 7.56% 5,974,636 128,160 7.47% 5,718,230 11,692,866
Western 74,144 4.28% 3,378,584 74,439 4.34% 3,321,325 6,699,909

MWD Total 1,733,668 100.00% 79,000,000 1,714,552 100.00% 76,500,000 155,500,000

6.3 Application of Standby Charge Revenues
Twenty-two of the 26 member agencies have elected to have Metropolitan collect the Standby Charge on property
tax bills for parcels of land in the agency's service area to offset all or a portion of their RTS obligation.

See Section 7 of this Handbook for more detail on Standby Charge revenues.
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Page 10



6.4 RTS Annual Calculation and Application Timeline
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Member agencies may elect to pay their RTS obligation (net of estimated Standby Charge revenues, if applicable)
semiannually, quarterly, or monthly. Member agencies will be notified of the amount payable under each alternative
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payment schedule for the fiscal year by April 30. Member Agencies will notify Metropolitan prior to July 31 of
their choice for their RTS payment schedule for fiscal year invoices.

Semi-annual payments will be invoiced with the October and April water invoices, due in December and June,
respectively. Quarterly charges will be invoiced with the July, October, January, and April water invoices, due
September, December, March, and June, respectively. Monthly charges paid in twelve (12) equal installments will
be invoiced beginning with the July water invoice, which is due in September, and ending with the June water
invoice, which is due in August.

In the event that actual net Standby Charge revenues collected in an agency's service area exceed the member
agency's RTS obligation, the excess revenues may be (1) credited to the member agency's water bills in equal
monthly, quarterly, or semiannual amounts, (2) credited to another obligation, or (3) carried forward to offset future
RTS obligations. By April 30, member agencies will be requested to inform Metropolitan how they want the credit
applied.

Billing for the RTS Charge will be based on the Resolution adopted by Metropolitan’s Board at its April meeting.
Billing determinants for the RTS Charge will be determined based on billing data around March 1% of the year the
new charge goes into effect. Certifications for water programs must be received by this date to be included in the
billing determinants for the RTS charge.

Rate Structure Administrative Procedures Handbook
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6.6 Estimated Net RTS Charge
Table 5 indicates the estimated net RTS charge obligation for FY2015/16.

Table 5

ESTIMATED NET FY 2015/16 READINESS-TO-SERVE (RTS) CHARGE

ESTIMATED STANDBY CHARGES

Member Agency
Anaheim
Beverly Hills
Burbank
Calleguas MWD
Central Basin MWD
Compton
Eastern MWD
Foothill MWD
Fullerton
Glendale
Inland Empire Utilities Agency
Las Virgenes MWD
Long Beach
Los Angeles
Municipal Water District of Orange County
Pasadena
San Diego County Water Authority
San Fernando
San Marino
Santa Ana
Santa Monica
Three Valleys MWD
Torrance
Upper San Gabriel Valley MWD
West Basin MWD
Western MWD
MWD Total

Data as of 3/2015

$

Total RTS Charge
1,994,353
1,036,816
1,145,778
9,929,271
4,935,072

214,816
8,873,402
918,787
904,165
1,833,650
5,429,023
2,051,736
3,064,747
26,468,172
19,979,244
1,946,971
34,766,044
11,736
90,264
1,199,653
953,981
6,073,745
1,684,795
1,594,499
11,692,866
6,699,909
155,500,000

Gross Standby
Charge Delinquencies & Net Standby
Revenues Administrative Charge
$ 590,628 | $ 27,171 | $ 563,457
412,569 17,994 394,575
2,479,594 112,471 2,367,123
3,549,173 159,419 3,389,754
161,342 7,382 153,960
2,812,166 133,288 2,678,877
312,008 14,038 297,969
370,785 16,609 354,176
549,604 24,291 525,313
1,927,473 90,136 1,837,337
452,354 20,986 431,368
1,118,958 49,482 1,069,476
7,371,272 331,689 7,039,583
456,919 20,276 436,642
12,676,673 563,606 12,113,067
40,264 1,873 38,391
40,942 1,893 39,050
427,149 19,869 407,280
1,853,220 81,920 1,771,300
496,608 21,949 474,659
1,964,734 89,470 1,875,264
3,553,628 161,910 3,391,718

$ 43,618

,063

1,967,723 $ 41,650,341

Estimated Net RTS
Charge

$ 1,430,896

1,036,816

751,203

7,562,148

1,545,318

60,856

6,194,525

620,818

549,989

1,308,337

3,591,686

1,620,367

1,995,271

26,468,172

12,939,661

1,510,329

22,652,976

(26,655)

51,214

792,373

953,981

4,302,445

1,210,135

(280,766)

11,692,866

3,308,191

$ 113,843,153
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7 Standby Charge

7.1 Purpose

Metropolitan's standby charge is authorized by the State Legislature and has been levied by Metropolitan since fiscal
year 1992/93. The standby charge is a "benefit assessment" that recognizes that there are economic benefits to lands
that have access to a water supply, whether or not such lands are using it. A fraction of the value of the benefit
accruing to all landowners in Metropolitan's service territory can therefore be recovered through the imposition of a
standby charge.

Metropolitan will levy standby charges only within the service areas of the member agencies that request that the
standby charge be utilized to help fund a member agency's RTS obligation. Twenty-two of the 26 member agencies
have opted to have Metropolitan levy the Standby Charge on parcels of land in the agency's service area to offset all
or a portion of their RTS obligation.

The standby charge for each acre or parcel of less than an acre will vary from member agency to member agency,
reflecting the charge imposed in FY1996/97, the last year that the charge was changed. The per-parcel water standby
charge for each member agency remains unchanged from that imposed by Metropolitan in FY1996/97 and is shown
in Table 6.

The standby charge includes the re-imposition of water standby charges on: 1) parcels which water standby charges
have been imposed in FY1996/97 and annually thereafter (“pre-1997 standby charges™) and 2) parcels annexed to
Metropolitan and to an electing member agency after January 1997 (“annexation standby charges™). Only land
within member agencies in which standby charges were imposed in fiscal year 1996/97 will be subject to the re-
imposition of pre-1997 standby charges for FY2015/16. Only land annexed to Metropolitan and to an electing
member public agency with respect to which standby charges were approved in accordance with the procedures of
Article XII1D, Section 4 of the California Constitution will be subject to the imposition or re-imposition, as
applicable, of annexation standby charges for FY2015/16 from year to year.

7.2 Standby Charge per Parcel

The Board approves standby charge rates for each member agency annually. The rates vary by member public
agency but will not exceed the amount of Metropolitan's FY1996/97 standby charge for the member public agency.
The standby charge rates, per parcel or per acre, applicable to land within each electing member public agency for
FY2015/16 are shown in Table 6.
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Table 6

Standby Charge FY2015/16
Member Agencies Total Parcel Number of Parcels or Gross Revenues @
Charge Acres

Anaheim $ 8.55 69,079 $ 590,628
Beverly Hills - - -
Burbank 14.20 29,054 412,569
Calleguas MWD 9.58 258,830 2,479,594
Central Basin MWD 10.44 339,959 3,549,173
Compton 8.92 18,088 161,342
Eastern MWD 6.94 405,211 2,812,166
Foothill MWD 10.28 30,351 312,008
Fullerton 10.71 34,620 370,785
Glendale 12.23 44,939 549,604
Inland Empire Utilities Agency 7.59 253,949 1,927,473
Las Virgenes MWD 8.03 56,333 452,354
Long Beach 12.16 92,020 1,118,958
Los Angeles - - -
MWD of Orange @ 10.09 717,591 7,371,272
Pasadena 11.73 38,953 456,919
San Diego CWA 11.51 1,101,362 12,676,673
San Fernando 7.87 5,116 40,264
San Marino 8.24 4,969 40,942
Santa Ana 7.88 54,207 427,149
Santa Monica - - -
Three Valleys MWD 12.21 151,779 1,853,220
Torrance 12.23 40,606 496,608
Upper San Garbriel Valley MWD 9.27 211,945 1,964,734
West Basin MWD - - -
Western MWD of Riverside Co. 9.23 385,008 3,553,628
MWD Total 4,343,969 $43,618,063
(1) Estimates per FY2014/15 applied amounts
(2) Adjusted for inclusion of Coastal MWD
Note: Totals may not foot due to rounding
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7.3 Eligible Lands

Only land within each electing member public agency with respect to which Standby Charges were imposed in
FY1996/97 will be subject to the imposition of Standby Charges. If a member agency requests that Metropolitan
levy standby charges on land to be annexed to the member agency to credit against its readiness-to-serve charge
obligation, compliance with the applicable provisions of Proposition 218 ("Right to Vote on Taxes Act" passed by
electorate November 1996) is required.

7.4 Collections

Delinquent payments collected on behalf of a member agency will be credited to the member agency in the year of
collection. Copies of reports and/or statements from county tax collectors showing standby charges collected on
behalf of a member agency are available for inspection at Metropolitan's headquarters and will be provided upon
request to member agencies.

7.5 Exemptions

Procedures for application for exemptions of parcels from standby charges and consideration of such applications
are specified in the Resolution adopting standby charges each fiscal year. Member agencies will be annually notified
of exemptions that result in standby charge revenue refunds and/or charges being removed from tax rolls. No
exemption from the water standby charge shall reduce the applicable member agency's RTS charge obligation, nor
shall any failure to collect, or any delay in collecting, any standby charges excuse or delay payment of any portion
of the RTS charge when due.

7.6 Estimation of Net Standby Charge Revenues
The projection of gross Standby Charge revenue will be based on the most recent estimate of the number of parcels
or acres (billing units) in each member agency's service area.

Metropolitan will include estimated net Standby Charge revenues that would be available as a credit against a
member agency's RTS obligation for the following fiscal year. This estimate will initially be included in the estimate
of rates and charges to be provided to the Board in January as part of the General Manager/Chief Executive Officer
recommendations on rates and charges.

7.7 Estimate of Revenue Adjustments
Actual Standby Charge revenue received by Metropolitan on behalf of member agencies may be less than projected
collections due to:

Delinquent collections

Unbilled charges

County charges for collection services
Exempted properties.

Estimates of Standby Charge revenues that will not be collected by Metropolitan during the current fiscal year are
subtracted from expected gross Standby Charge revenues. Revenue adjustments for FY2015/16 were estimated to be
4 percent of each member agency's gross Standby Charge revenues based on past collections.

7.8 Estimate of Administrative Charges

Metropolitan contracts for the administration of the Standby Charge. The estimated costs for this service (data
management, the acquisition of county assessors tax rolls, and revenue collections) for each agency is allocated to
member agencies from which Standby Charges are collected according to proportionate billing units.

7.9 Reconciliation of Estimated and Actual Net Revenues

Metropolitan will determine the amount of actual Standby Charge revenues collected on behalf of member agencies
for the previous fiscal year ending June 30. Actual administrative charges will then be allocated to member agencies
in proportion to the number of billing units associated with actual Standby Charge revenues received from county
tax collectors for the fiscal year to determine actual net Standby Charge revenues.
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7.10 Invoice Adjustments

Metropolitan will prepare a statement by September 30 reconciling estimated and actual net Standby Charge
revenues for the previous fiscal year ending June 30. Copies of all documentation supporting the accounting review
are available at Metropolitan headquarters.

Metropolitan is responsible for making the adjustments on the next regularly scheduled water invoice (October 10).
Credits or additional charges are shown on a separate line noted "Readiness-to-Serve Adjustment" for the previous
fiscal year. If a member agency's actual net Standby Charge revenues in the fiscal year are higher than its estimated
net Standby Charge revenues, the difference will be credited to the agency. If a member agency's actual net Standby
Charge revenues in the fiscal year are less than its estimated net Standby Charge revenues, the difference will be
invoiced as an adjustment to RTS charges.

A detailed procedures manual for the administration of the Standby Charge is included as Appendix A.
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8 Interim Agricultural Water Program (IAWP)

The IAWP was discontinued effective January 1, 2013.

9 Local Resource Programs

9.1 Full Service Treated Rate / Treated Non-Interruptible Water Rate

The Groundwater Recovery Programs and the Local Resource Programs - Conversion Agreements pay an agency
that has developed local recycling or groundwater recovery projects the difference between Metropolitan's "full
service treated water rate” and the projects per unit ($/AF) cost. Member agencies can choose from three alternative
payment structures: up to $340/AF sliding scale incentive over 25 years, up to $475/AF sliding scale incentive over
15 years, and up to $305 fixed incentive over 25 years.

Since the current Rate Structure utilizes a tiered pricing system, there a