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Letter from the General Manager

In many ways, 2005-06 was a year like any other year at Metropolitan—notable for providing a 
reliable supply of high quality water, continuing to upgrade and improve the delivery and treatment
systems, working with statewide interests to ensure continued investments in water infrastructure
through state and local funding initiatives, and partnering with other states to ensure that the
Colorado River remains a stable source of supply into the future. In other words, 2005-06 
presented new challenges and old problems. Population growth continued in Metropolitan’s service
area, with about 220,000 new people added to Southern California in the past 12 months. The 
$800 billion Southern California economy is supported by the more than 2 million acre-feet of water
provided by Metropolitan each year. In order to reliably continue meeting the region’s demands,
Metropolitan will continue to not only expand infrastructure, but to also rebuild and maintain its 
75-year-old system.

But, it is no longer sufficient to simply build new pipelines, reservoirs, and treatment plants.
Metropolitan is an organization dedicated to innovation and leadership. As such, during the past year Metropolitan invest-
ed more than $25 million in conservation and recycling projects with our member agencies, we increased incentives for
innovative conservation practices like high-efficiency toilets, cooling tower controllers and connectionless food steamers
and spent more than $1.5 million in the California Friendly® education campaign. Metropolitan also worked with water 
agencies and legislators around California to support Propositions 1E and 84 to help build and maintain California’s infra-
structure for the future.

In my early tenure as the 13th General Manager of the Metropolitan Water District, I am struck by the robustness 
of the institution and the importance of our task. Metropolitan’s five-year capital investment program will be more than 
$2.2 billion through 2010-11. This program includes upgrading water treatment to ozone at all five of our treatment plants—
no small task when you recognize that we will continue to treat more than 1.5 million acre-feet of water, while simultane-
ously changing the treatment technology. Work also continues on the Inland Feeder Project, a major pipeline that will tie
Metropolitan’s delivery system together and provide needed flexibility to deliver large quantities of State Project water 
to Diamond Valley Lake during short windows of opportunity. During the next five years, we intend to spend more than a
half-billion dollars on repair and replacement projects, which range from fixing leaking roofs to repairing transformers in
the electric distribution system.

As we head into the next fiscal year, Metropolitan will be taking steps to change the way we look at our business to
measure the impact that our actions have on the environment, including an evaluation of Metropolitan’s carbon footprint
and contribution to greenhouse gases. Following the lead of the state Legislature and the governor, Metropolitan will be 
a leader in the water community as we confront these important issues, while continuing to develop sustainable water 
supplies for the future.

I am proud to be a part of an experienced, committed group of people who believe in the mission of the Metropolitan
Water District.  From the board of directors to the pump mechanics, operators, analysts, and engineers—Metropolitan has
recruited and developed leaders in their fields. One of the great challenges of the next five years will be retaining this expe-
rience, passing on the education and traditions to the workers of the future, and building on the traditions of the past. I am
certain that Metropolitan will rise to future challenges, both known and unknown, because of these people. Metropolitan
has a tradition marked by innovation and leadership. The coming years will surely test that tradition—and I know that
Metropolitan will meet those challenges. This annual report highlights many of the accomplishments of 2005-06, as well as
the strength and stability of the organization.

Jeffrey Kightlinger
General Manager
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ACCRUAL BASIS Fiscal Year Ended June 30,

(Dollars in millions) 2006 2005 2004 2003 2002

Operational (acre-feet(1) in thousands)
Water sales by type:
Treated water 1,401 1,346 1,540 1,371 1,396
Untreated water 680 705 878 901 931

Total water sales 2,081 2,051 2,418 2,272 2,327
Water sales usage:
Domestic and municipal uses (full service) 1,710 1,579 2,014 1,825 1,838
Agricultural uses 122 115 143 131 151
Seasonal storage & other 249 357 261 316 338

Total water sales 2,081 2,051 2,418 2,272 2,327

Balance Sheet
Total assets $ 9,964 $ 9,761 $ 9,341 $ 8,990 $ 8,833
Long-term liabilities (3,972) (3,804) (3,582) (3,456) (3,527)
Other liabilities (490) (525) (476) (478) (430)

Net assets $ 5,502 $ 5,432 $ 5,283 $ 5,056 $ 4,876

Capital Assets
Plant and equipment $ 7,888 $ 7,377 $ 7,004 $ 6,704 $ 6,467 
Participation rights 326 314 248 247 245 
Accumulated depreciation and amortization (1,247) (1,167) (1,084) (1,017) (941)

Total capital assets, net $ 6,967 $ 6,524 $ 6,168 $ 5,934 $ 5,771 

Operating Revenues and Expenses
Revenues $ 971 $ 911 $ 1,017 $ 945 $ 967 
Operating expenses (737) (600) (592) (593) (674)
Depreciation and amortization (205) (210) (202) (203) (177)

Operating income $ 29 $ 101 $ 223 $ 149 $ 116 

Debt as Percent of Net Assets(2) 70% 69% 67% 66% 70%

Weighted Average Interest Rate on 
Outstanding Debt 4.12% 3.93% 3.61% 3.96% 4.23%

Debt Service Coverage Ratio(3) 1.84 2.51 2.50 3.29 2.45

Moody’s
Fitch Investors Standard

Credit Ratings Ratings Service & Poor’s

General obligation bonds AAA Aaa AAA
Water revenue bonds(4) – fixed rate AA+ Aa2 AA+
Water revenue bonds(4) – variable rate F1+ VMIG 1 A1+

(1) An acre-foot is about 325,900 gallons and represents the needs of two average families, in and around the home for one year.
(2) Long-term debt, including current portion due in one year, divided by net assets.
(3) Coverage ratio on all obligations. Fiscal years 2004 and prior restated.
(4) Certain of Metropolitan’s water revenue bonds are insured and have a Moody’s rating of “Aaa” and a S&P rating of “AAA.”

Certain reclassifications of fiscal years 2005 and prior amounts have been made to conform to the current year’s presentation.


