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SAN DIEGO COUNTY WATER S
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AUTHORITY, a county water authority; James
F. Turner, Bernard Rhinerson and James Bond,

Plaintiffs and Petitioners,
Vvs.

METROPOLITAN WATER. DISTRICT OF
SOUTHERN CALIFORNIA, a metropolitan -
water district; the BOARD OF DIRECTORS
OF THE METROPOLITAN WATER
DISTRICT OF SOUTHERN CALIFORNIA:
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2 INTRODUCTION -
3 Water is essential to human existence. Through this action, Plaintiffs seek Jjudicial
4 ,lconﬁrmation of their entitlement and the removal of a threat to the security of their primary water
5 |isupply. Plaintiff San Diego County Water Authority (“SDCWA”™) has responsibility for
6 {supplying water to nearly 3 million people and brings this suit in furtherance of that
7 hrwponsibility.
8 Defendant Metropolitan Water District of Southern California ("Metropolitan") is a.
S lpublic agency that sells water at wholesale to its public agency customers including SDCWA and
10 |{Defendant, City of Los Angeles (“Los Angeles”). For over fifty years Meu'opolitan.has
11 | promised, assured and represented to SDCWA and the public it serves that Metropolitan would
12 |provide them with sufficient water to meet their needs. In good faith reliance on Metropolitan’s
13 ||assurances, SDCWA has'expanded its terﬁtofy, built public works and made its own assurances
14 |ithat it would provide the San Dicgo region with a reliable supply of water. In good faith reliance _
15 jlon Metropolitan’s assurances, SDCWA has paid about three billion dollars toward the capital
16 [lcosts and operating expense of Metropolitan’s water works.
17 Central to the current dispute is an antiquatéd section of the special legislation that
18 fcreated Metropolitan, namely, Section 135' of the Metropolitan Water District Act )
19 §{*Metropolitan Act” or “Act”) which establishes so-called “preferential rights” to Metropolitan’s
20 ['water supplies among Metropolitan’s 26 member public agencies. Despite SDCWA's good faith
21
22 'Section 135 declares: :
“{e)ach member public agency shall have a preferential right to
23 purchase from [Metropolitan] for distribution by such agency, or
any public utility therein empowered by such agency for the
24 purposes, for domestic and municipal uses within the agency a
portion of the water served by [Metropolitan] which shall from
25 time to time bear the same ratio to all of the water supply of
ﬁ [Metropolitan] as the total accumulation of amounts paid by such
26 ’ agency to [Metropolitan] on tax assessments and otherwise,
: excepting purchase of water, toward the capital costs and operating
27 expense of [Metropolitan’s] works shall bear to the total payments
received by [Metropolitan] on account of tax assessments and
28 otherwise, excepting purchase of water, toward such capital cost

and operating expense.”
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reliance upon and multi-billion dollar investment in Metropolitan, its current and future water
supply reliability is severely threatened by Section 135. As interpreted by Metropolitan, a
member agency’s preferential rights to water bear no relationship to its financial investment or
water needs. | ..

Defenﬁant City of Los Angeles contends that Section 135 gives it a prior claim to water
that is now and for many decades has been deliycred to SDCWA to meet the needs of the San

Diego region. The Los Angeles claim is not supported by proportional payments to
Metropolitan’s capital costs and operating expense; in fact, Los Angeles has only paid about half
as much as SDCWA has paid toward Metropolitan’s water works. As erroneously interpreted by
Metropolitan and claimed by lbs Angeles, Section 135 would deprive Plaintiffs of the benefit of
their payments to Metropolitan, unjustly enrich Los Angeles and leave Plaintiffs without half of
their wéter supply. '

| This is a case of first impression. It is of vital concern to the everyday well-being of the
llnearly three million residents and the business community of San Diego County. This Court has
the authority and the responsibility to resolve the controversy. Fortunately, the California
Constitution and the plain language and legislative intent behind Section 135 provide the
| guidance needed for this Court to cut the Gordian knot of tlus momentous dispute; SDCWA
'hercaﬁer provides the legal framework by which the Court may remedy the situation.

IL
THE PARTIES

1. Plaintiff SDCWA is a county water authority, duly organized and existing under

the laws of the State of California, with its principal place of business in San Diego County.
a, SDCWA was formed in 1944 and operates pursuant to the County Water
Authority Act of 1-943 (Stats. 1943, c. 545, as amended) (“County Water
Authority Act”). The County Water Aut.hori.ty Act provides that SDCWA
shall “provide each of its member agencies with adequate supplies of

water to meet their expanding and increasing needs™ (County Water

"samm ¥2: 07T710.0020 _ 3
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Authority Act, Section 5, subdiv. (11)).

SDCWA provides wholesale water service to 23 member public agencies
in San Diego County. SDCWA’s members include: Carlsbad Municipal
Water District, City of Del Mar, City of Escondido, Fallbrook Public
Utility District, Helix Water District, City of National City, City of
Oceanside, Olivenhain Municipal Water District, Otay Water District,
Padre Dam Municipal Water District, Pendleton Military Reservation, City
of Poway, Rainbow Municipal Water District, Ramona Municipal Water
District, Rincon del Diablo Municipal Water District, City of San Diego,
San Dieguito Water District, Santa Fe Irrigation District, South Bay
Irrigation District, Vallecitos Water District, Valley Center Municipal
Water District, Vista Imigation District, and Yuima Municipal Water
District (“San Diego Member Agency or Agencies™).

SDCWA'’s powers are exercised by a board of directors that consists of at
least one representative appointed by each San Diego Member Agency.
The board of directors governs the activitieé of SDCWA and is the
Iegislative body that has authority to adopt SDCWA policies.

SDCWA was annexed to and became a member public agency of
Metropolitan in 1946. As a condition of its annexation, SDCWA paid
charges that were equivalent to payment of all past property taxes, plus
interest, as thouéh SDCWA were a Metropolitan member agency from the
date of Metropolitan’s creation.

Like much of Southern Califomia, San Diego County has a dry climate
with average annual rainfall of only about 8 inches per year. Due to the
lack of abundant local supplies, up to ninety percent (90%) of the region’s
existing water supply is provided by purchasing imported water through _
Metropolitan.

Due to its population, its lack of significant local water supplies and the

“ SB 256966 vi: 07710.0020
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1 ~ volume of watcr it buys annually through Metropolitan, SDCWA is the
2 Metropolitan member public agency most disadvantaged by
3 Metropolitan’s erroneous and inequitable interpretations of preﬁ:renﬁal
.4 rights uoder Secrion 135. |
5 I 2. Plaintiffs James F. Tumer, Bernard Rhinerson and James Bond are residents of
6 San Diego County living within the boundaries of SDCWA. Each is a consumer of water that
7 {leach acquires from a San Diego Member Agenoy that, in turn, obtains some or all of its water
8 supply from SDCWA., Eachis also a taXpayer of Metropolitan.
9 3. Defendant Metropolitan is a metropolitan water district, duly organized and
10 exxstmg under the laws of the State of Cahforma, with its headquarters in Los Angelcs County,
11 |land having territory and domg business in San chgo and five other counties in Southern
12 ||California.
13 a : Metropoljtan was established pursuant to the Metropolitan Water District
14 - Act of 1927 (Stats. 1927, ch. 429) as reenacted in 1969 (Stats. 1969, ch
15 209) (“Metropolitan Act” or “Act”).
‘16 b Metropolitan was created in 1929 by thirteen cities, one of which was
17 Defendant City of Los Angeles. As provided in the Act, each of the
18 founding cities became a “member public agency” (“member aéenoy" or
19 “member agencies”). Since 1929, both the geographic scope and the
20 membership of Metropolitan have increased such that Metropolitan today
21 provides wholesale water service to 26 member public agencies located in
22 Los Angeles, Orange, Riverside, San Bernardino, San Diego and Ventura
23 .Counties.
24 " c Metropolitan’s powers are exercised by a board of directors. The board of
25 directors governs the activities of Metropolitan and is the legislative body
26 *} that has authority to levy, impose and fix taxes and water rates, fees and
27 charges and adopt other policies affecting the rights and liabilities of
28 Metropolitan’s member agencies. |
158 256966 v2:7710.0020 5
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4, Defendant Los Angeles is a charter law city, duly organized and existing under the
laws of the State of California, with its principal place of business in Los Angeles County.

5. Los Angeles is a member public agency of Metropolitan. 7

6. Due to a number of factors including but not limited to its alternative water

supplies and assessed valuation, Los Angeles is the member public agency most advantaged by

Metropelitan's erroneous and ineéuitable interpretations of preferential rights under Section 135.
7. Defendants DOES 1 through 100, inclusive, are sued herein under fictitious
names because their true names and capacities are unknown to Plaintiffs. Plaintiffs are informed
and believe and thereon allege that the fictitiously named Defendants are in some way necessary
for the granting of the relief sought herein. When their true names and capacities are ascertained,

Plaintiffs will amend this Complaint by inserting their true names and capacities herein.

1L
) ST ME

8. A coniplaint for declaratory relief is proper to obtain judicial clarification of the
;ﬁartics’ rights and obligations under Section 135 and to adjudicate the constitutionality of
Section 135 as interpreted and applied by Metropolitan to SDCWA.

9. Actions for declaratory relief are set for trial at the earliest possible dite and “take )
precedence over all other cases, except older matters of the same character and matters to which
special precedence may be given by law™ (Code Civil Proc. § 1062.3(a)), and Plaintiffs request
Is.uch early trial setting. |

10.  This action satisfies the general venue rules for filing in San Diego County.
However, Code of Civil Procedure Section 394(a) requires that a case of this nature, on the
request of a “local agency” Defendant, be tried in 2 neutral county in which neither the Plaintiff
public agency nor the Defendant public agencies are situated.

11111
Iy

2
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11.

IV,

STATEMENT OF F:
The preferential rights clause of the Metropolitan Act Was enacted in 1927 and

later amended in 1931. As part of the repeal and reenactment of the entire Act in 1969, the

preferential rights clause was renumbered as Section 135 without substantive amendment.

12,

“liSection 135 states that:

“[e]ach member public agency shall have a preferential right to
purchase from [Metropolitan] for distribution by such agency, or
any public utility therein empowered by such agency for the
purposes, for do;nestic and mimicipal uses within the agency a
portion of the water served by [Metropotitan] wh.ic}i shall from

time to time bear the same ratio to all of the water s&pply of

- [Metropolitan] as the total accumulation of amounts paid by such
.agency to [Metropolitan] on tax assessments and otherwise, -

- excepting purchase of water, :owaid the capital costs and operating

expense of [Metropolitan’s] works shall bear to the total payments
received by [Metropolitan] on account of tax assessments and
otherwise, exdepting purchase of water, toward such capital cost
and operating expense.”

SDCWA is one of the largest urban water suppliers in the State of California,

providing the imported water supply to meet the needs of San Diego’s $103 billion economy and

to sustain the quality of life of the nearly three million people who live and work in San Diego

County. Currently, SDCWA is completely dependent upon Metropolitan for the water supply it

imports to serve its customers. This imported water supply constitutes an average of 75% to 90%

of the San Diego region’s annual water supply requirements.

13.

SDCWA is Metropolitan’s largest water purchaser. SDCWA’s water purchases

from Metropolitan have grown from about 40,000 acre feet (“AF”") in 1948 to more than 600,000

AT in 2000,

SB 256966 v2: 07710.0020 ' 7
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14.  Metropolitan is a wholesale water agency; its function is to provide a water supply
to its member agencies. Since its creation and over the years beginning at least as early as 1952
with a statement of board policy commonly known as the “Laguna Declaration,” and continuing
thereafter through the present date, Metropolitan has represented and assured its member
agencies, including SDCWA, that it will provide them with adequate supplies of water to meet
their “expanding f.md increasing needs,” and has induced member agencies, including SDCWA,
to rely upon those represcntatioﬁs and assurances. The Laguna Declaration has been
implemented by Section 4202 of Metropolitan's Administrative Code. For convenience; a coj:y
of the Laguna Declaration is attached hereto as Exhibit A and incorporated herein by reference.

15. -Inreasonable reliance upon the Laguna Declaration and numerous similar |
assurances by Metropolitan, SDCWA expanded it territory, built public works, authorized water
connections, and gave assurances to the San Diego Mcmbcf Agencx;es that water supplies wouid
be available as needed to support the growth and development of San Diego’s communities in
accordance with their general plans. SDCWA has also contributed billions of doliars to the
capital costs and operating expense of Metropolitan’s water works.

16. A demand by Los Angeles or delivery of water by Metropolitan according to
Metropolitan’s current interpretation of preferential rights under Section 135 (“Met-calculated
preferential rights™) would constitute a breach of the Laguna Declaration and numerous other
Mctropoiitan board policies, and, deprive SDCWA of the benefit of its reasonable reliance upon
Mctropolitan. SDCWA’s reliance is evidenced both By the billions of dollars it has paid
Metropolitan and by the altemative water supply investments it has foregone.

~17. Metropolitan was originally created to transport Colorado River water to Southern
California through the Colorado River Aqueduct, owned and operated by Metropolitan. The
Colorado River water was secured by Metropolitan in behalf of its member agencies through a _
series of contracts and agreements, and state and federal permits and licen_scs. Because
Metropolitan already held legal entitiements to Colorado River water, the water supply
component of the capital costs and operating expense for Metropolitan’s water works was de |

minimus.

SB 256966 v2: 07710.0020 g8
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18,  ‘When Metropolitan was created, it \Qas funded by property taxes leviedon
property within its territory and by annexation charges that were equivalent to past property
taxes, plus interest. Consistent with its property-tax-based source of revenues, the Merropolitan
Act provided each member agency with a “preferential right” to purchase water from
Metrapolitan according to its contribution to the capital costs and operating expense of
Metropolitan’s water works, then attributable to the payment of property taxes and assessments,
Similarly, legislative representation on the Metropclitan board of directors was also apportioned
according to assessed valuation. Thus, the Metropolitan Act established a direct nexus between
Metropolitan’s collection of revenues éwho pays) and the allocation of voting ﬁd water rights
(who benefits).

19.  Plaintiffs arc informed and believe and thereon allege that Los Angeles through its
represeﬂtativcs on Metropolitan’s board of directors and omemdse;'h?.s encouraged, induced and
supported actions of Metropolitan to shift collection of Metropolitan’s revenues from taxes to
water sales, to the benefit of Los Angeles and detriment of SDCWA. _

20.  Plaintiffs are informed and believe and thereon allege that Los Angeles, through
its representatives on Metropolitan’s board of directors and otherwise, has encouraged, induced
and supported Metropolitan’s representations and assurances, such as the Laguna Declaration, to
SDCWA and others, that Metropolitan would provide water to meet their cxpa.ndihg and
increasing needs without interference or interruption on account of Los Angellcs’ claim of
preferential rights. These actions were taken with full knowledge that if SDCWA relied upon
Metropolitan to meet its increasing needs for water, it would forego other water supply planning
and investment opportunities. ‘ |

21.  Inthe 1960's, Metropolitan expanded its reach to the importaﬁon of water from
Northern California by entering into a State Water Contract to buy water from the California
Water Project (SWP Contract). Defendant Los Angeles insisted upon changes in Metropolitan’s
revenue structure to increase funding from water rates and decrease funding from taxes.

22.  Inorabout 1960, on the urging of Los Angeles, Metropolitan adopted Resolution

5821 to limit the amount of Metropolitan capital costs to be collected from taxes. Resolution

SB 256966 v2: 07710.0020 9
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5821 required at least one-half of all capital costs plus all operating and maintenance expense to
be paid from wéter sales revenues. '

23, Plaintiffs are informed and believe and thereon allege that at the time these and
other changes were made to the Metropolitan revenue structure, Metropolitan and its member
"agencies, includirig Los Angeles, rcéognized that the true and correct calculation of preferential
rights under Section 135 would include all payments toward the capital costs and operating
expense for Metropolitan’s works, without regard to the revenue source and method of
collection, |

24.  In1975, Los Angeles filed suit against Metropolitan attacking its water and tax
rates on the grounds that they violated the Metropolitan Act and California Constitution,
ciaiming a denial of equal protection of various classes of individuals and entities then miding

in the City of Los Angeles.

u 25.  Metropolitan settled the Los Angeles lawsuit in or about 1980. At -.that time, it

adopted a “proportionate-use formula” under which water sales revenues would pay all operating
expenses and an increasing share of the capital costs of Metropolitan’s water works. Plaintiffs

are informed and believe and thereon allege that Metropolitan’s changed revenue policy and

SDCWA's assent thereio were premised on a true and correct interpretation of Section 135, that
includes and reflects each member agency’s total payments toward the capital costs and operating_
expense of Metropolitan's works. However, Metropolitan has continually failed and refused to
pérfonn a correct calculation of preferential rights under Section 1 35; instead, Defendants, and
each of them, have generally avoided, stalled and blocked attempts to correct the calculation and
remedy the unjust enrichmeﬁt created by Metropolitan’s wrongful interpretation of preferential
rights under Section 135. o

26. SDCWA is informed and believes and on that basis alleges that, due to the
foregoing facts and circumstances, beginning in the 1970's and continuing through today,
property tax revenues collected by Metropolitan are inconsequential, providing approximately ten
1111 | |
1111

SB 256966 v2: 07710.0020 10
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percent (10%) of Metropolitan’s total revenues.? Instead, Metropolitan has chosen collections in
conju.nction with wéter sales as its dominant source of revenue. Revenues in conjuﬁction with
water sales currently pay for 100% of Meu-opolitan‘.s operating expense and eighty-five percent
(85%) of its capital costs. | '

27.  ltis fully within the authority and control ref Metropolitan to establish sources of
revenue that would maintain the nexus under Section 135 between payments toward capital costs
and operating expense on the one hand, and preferential rights to water under Section 135 on the
other, but it has failed and refused to do so. Instead, Metropolitan has adopted policies under
which SDCWA is forced to pay the capital costs é.nd operating expense of Metropolitan’s works

that benefit Los Angeles. _

28. SDCWA’s cumulative financial payments to Metropolitan thrcugh June 30, 2000
are nearly 33 billion, representing twenty-two percent (22%) of all member agencies’ total
" historical payments. Yet, of this amount, only $514 million is counted by Meh’opoiitan inits

calculation of SDCWA's preferential rights under Section 135, resulting in an entitlement by -

SDCWA to less than fifteen percent (15%) of Metropolitan’s water supply. This calculation

leaves SDCWA with a preferential right to less than one-half of the water supply it purchases,
year in and year out, from Metropolitan — 2 shortfall of about 300,000 AF of water.

29. By way of contrast, Los Angeles’ cumulative financial payments to Metropolitan 1
through June 30, 2000 are approximately $1.6 billion, representing twelve percent {12%) of all
agencies’ total historical payments. Of this amount, $792 million is counted by Metropolitan in
"its calculation of Los Angcles’ preferential rights under Section 13‘5, resulting in an entitlement

to more than twenty-two percent (22%) of Metropolitan’s water supply. This calculation gives

Los Angeles a preferential right to about two times as much as its regular water purchases from

annexation charges calculated based upon past tax obligations, interest on “delinquent” past
taxes, and certain other assessments for capital works. Similarly, in the 1990s, Metropolitan
established a readiness-to-serve charge and a standby water charge which it also includes in its
preferential rights calculation. However, the amount of revenue generated by these charges is
insignificant compared to the revenue collected in conjunction with the sale of water and which
is actually applied toward the capital costs and operating expense of Metropolitan’s water works.

“ *Metropolitan has included in its preferential rights calculation charges such as

SB 256966 vZ: 07710.0020 11
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Metropolitan. , _

30.  Over the years, Metropolitan has adopted policies and made sig;!ﬁﬁc'ant changes in
the manner and method of cbllecting revenues from its member agencies, without consid_ering the
impact of those changes under Section 135. Plaintiffs are informed and believe and thereon
allege that Metropolitan’s revenue policies allocate costs and expenses as if the Laguna
Declaration and other similar assurances determine member agencies’ rights to water, at the
same time that it continucs_ its erroneous calculation of preferential rights under Section 135.
These actions unjustly enrich Los Angeles and deny SDCWA the benefit of payments it has
actually made toward the capital costs and operating expense of Metropolitan’s works.

31.  Under a correct interpretation of Section 135, Metropolitan must determine
toward what costs member agency revenue collections were applied; specifically, it must

determine the amount each member agency has paid toward the capital costs and operating

lexpense of Metropolitan’s works. SDCWA is informed and believes and therson alleges that the

books and records of Metropolitan will plainly reflect that the overwhelming majority of the |
dollars collected from SDCWA in conjunction with water sales were applied directly to the
capital costs and opérating expense of Méu'opolitan’s works, as both parties understood they
would be. SDCWA is informed and believes and thereon alleges that Metropolitan has
consistently ignored or misapplied the integral relationship between Section 135 preferential
rights and the obligation to pay for the water works needed to meet Section 135 ciaims by
Metropolitan member agencies. |

32.  Pastinvestments in Metropolitan pale 1n comparison to the future revenues a.ﬁd
indebtedness that will be required to meet the water supply demands of Metropolitan's member
agencies. Plaintiffs are informed and believe and thereon allege that total cumnulative financial
payments from all Metropolitan member agencies from its inception in 1929 through 2000 is
about $13.3 billion. By way of #ontrast, Metropolitan’s current annual budget is more than $1
billion; its current outstanding indebtedness is $3.3 billion, and it has projected additional capital
costs, including water supply costs, through 2020 in an amount estimated to exceed $4 billion.

SDCWA is informed and believes and thereon alleges that these estimated capital costs do not

SB 256966 v2: 07710.0020 12
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include ail of the costs associated with Metropolitan’s water supply development projects, such
as the proposed Cadiz Groundwater Storage Program. These and dther substantial capiial
-invesﬁncnts are expected to be financed by Metropolitan by collections made in conjunction with
water sales and by the proceeds of revenue bond issues which are repéjd over future years from
collections made in conjunctioh with water sales, not property taxes.

33, Consistent with the Laguna Declaration and related policies, Metropolitan has

purported to make various policy determinations over the years as to how Metropolitan’s water

should be distributed in times of shortage that are in direct conflict with Metropolitan's
interpretation of preferential rights under Section 13 5. For example, it currently has adopted a
“Water Supply and Drought Management Plan” (the “WSDM Plan”) that purports to establish
how Metropolitan’s water supplies will be allocated during Yarious degrees of water supply
shortages. The WSDM Plan and other policies of Metropolitan are in direct conflict with
“Met-calculated preferential rights” under Section 135.

34.  Metropolitan’s actions and policies over the years regarding Section 135 are
inconsistent and arbitrary. Rather than correct “Met-calculated preferential rights” under Section
135, Defendants, and each of them, have instead claimed from ﬁme to ti:_ne that Section 135 has
never been invoked and have repeatedly represented that it therefore has no effect on the water
supply reliability of its member agencies. More recently, Metropolitan has proposed declaring a .
spurious permanent emergency water shortage in Southern California as a method of avoidihg
the uncertainty created by Section 135 preferential rights as they are caiculated by Metropolitan,
thus proposing to resolve the inconsistency between Section 135 and Metropolitan's declared
policy of providing water to all of its member agéncies according to the Laguna Declaration and

other similar assurances, See North County Times, “District Leader Suggests Declaring

|| ‘Permanent’ Water Shortage (December 24, 2000), a copy of which is attached hereto as Exhibit

B and incorporated herein by reference (“[d]eclaring an emergency water shortage,
[Metropolitan's General Managcr] Gastelum said, would give Metropolitan the legal right to
ignore its own “preferential rights system,” and allocate water the way Metropoli_taﬁ decides is
best.”).. '

SB 256966 v2: 07710.0020 ' 13
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35.  Iis protestations and representations as to the meaning and effect of preferential
rights under Section 135 notwithstanding, Metropolitan also calculates and publishes the

purported preferential rights of its member public agencies annually, according to its chosen,

lerroneous interpretation of Section 135 which excludes credit for revenues paid to Metropolitan

in conjunction with the sale of water, without regard to the fact that the said revenues were
applied toward payment of the capital costs and operating expense of Metropolitan’s works,

36. SDCWAIis informed and believes and thercon alleges that Los Angeles claims its
right to purchase water from Metropolitan is govemed by its “Met-calculated preferential rights™
under Section 135, and ﬁay be exercised at any time, in the sole discretion of the Los Angeles,

notwithstanding the availability to it of alternative supplies and irrespective of any resulting

reductions in supplies delivered to SDCWA. Confirming this intention, Los Angeles’ most
recent urban water management plan shows reliance upon Mcu'opoli'tan to deliver Los Angeles’
“Met-calculated preferntial rights.” SDCWA further alleges that Los Angeles is estopped from
asserting Section 135 in any manner that would deprive SDCWA of water supplies that it has
relied upon and for which it has.paid;

37. By their representations and policies, Metropolitan and Los Angeles have for
more than 50 years, encouraged and induced Metropolitan member agencies including SDCWA
to purchase and rely upon Metropolitan for water supplies far in excess of their respective “Met- )

calculated preferential rights.”

38.  Plaintiffs are informed and believe and thereon allege that, despite its
encouragement, inducement and support of Metropolitan’s representations and assurances that
lIMetropolitan would deliver water without regard to “Met-calculéted prcfcrential rights,” Los
Angeles has also encouraged, induced and supported Metropolitaﬁ’s changed revenue sources
and declined to purchase or pay for the full quantity of water to which Los Angeles would be
flentitled according to its “Met-calculated preferential right.” |

39.  As part of this action, SDCWA h_eréaﬁer prays for an accounting to compel
‘ .

Metropolitan to determine precisely the extent of the disproportionality between payments to

Metropolitan that were applied by it toward the capital costs and operating expense of

SB 256966 v2: 07710.0020 14
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Metropolitan’s watér works, and its calculation of preferential rights, and for the Céurt 10 retain
continuing jurisdiction to assure that Metropolitan performs the determination iﬁ acorrect
manner. SDCWA is informed and believes and thereon alleges that the disproportionality is
dramatic, and that the injury Defendants would inflict on SDCWA, its member agencies, and the |
nearly three million residents and business community of San Diego County, in the event that
Los Angeles should choose to exercise its “Met-calculated preferential ﬁghts,-” would be
catastrophic. _

40.  SDCWA cannot reasonably make investments or plan to reliably meet the water
supply needs of the San Diego Member Agencies or the nearly three million people it serves if it
does not know what water supply it can be assured of receiving from Metropolitan.

41.  Metropolitan has acknowledged that there is disagreement over “Met—célculatéd
preferential rights.” SDCWA does not believe that Metmpolitan‘é proposed declaration. ofa
permanent emergency water shortage, even if made in gmd faith, would resolve the controversy
or uncertainty under Section 135. Moreovér, any such action, in addition to causing grave

problems for Southern California generally, would cause SDCWA irreparable harm in that it

would destroy business confidence, undermine investment, u'anslatc directly into lost production,
reduce income., cause lost jobs and result in a weakening economy in San Diego County.

| 42,  SDCWA has made numerous attempts to address and resolve the issues that are
faised by this Complaint through cooperation with Metropolitan. Despite much discussion,
|including but not limited to mediated facilitations which were finally reluctantly abandoned only
months ago, no corrective action has been taken by Metropolitan. Plaintiffs are informed and
believe and thereon allege that one reason for this inaction is the favorable treatment to which
Defendant Los Angeles claims it is entitled under Section 135 as currently applied and

interpreted by Metropolitan.

V.

FIRST CAUSE OF ACTION
(Declaratory Relief - Statutery Interpretation)

SB 256966 v2: 07710.0020 15
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43.  Asaseparate and independent basis for declaratory reﬁ'ef, Plaintiffs allege as

follows:
44, Plaintiffs refer to and ihcorporatc as though fully set forth herein paragraphs 1

through 42., inclusive, and paragraphs 55 ﬂlroﬁgh 61, inclusive of this Complaint.

45.  Inconstruing or intérpreting a statute, the Legislature’s intent in enacting the law
shall prevail. The Legislature enacted Section 135 for the purpose and objective of creating a
method of fairly and equitably apportioning water supplies among Metropolitan’s member public
agencies in a manner that reflects each member public agency’s proportionate payments toward
and investment in the capital costs and operating expense needed to enable Metropolitan to serve

its member public agencies.

46.  The legislative history of a statute may aid the Court in ascertaining the
(Legistature’s intent. The legislative history of Section 135 confirms that the Legislature enacted
Section 135 with the intent that it would provide each member agency with a right to purchase
w#ter‘from Metropolitan which was directly proportional with that member agency’s financial -
payments toward the capital costs and operating expense of Metropolitan’s works.

47. A Court’s interpretation must be rooted in common sense and be made in the
hcontcxt of related statutes. Metropolitan is authorized to establish and fix fees, rates and charges
that would both result in revenue sufficient to pay its capital costs and operating expense, and,
plainly qualify for inclusion and credit in “Met-calculated preferential rights.” Section 135 must
be construed in a manner that recognizes the integral relationship between preferential ﬁghﬁ and
Metropolitan’s revenue structure,

48. A declaratory judgement by this Court is the proper way to resolve the correct
interpretation of Section 135. |
I 49. A present and actual controversy has arisen and now exists between Plaintiffs and
Defendants in that Plaintiffs contend, while Defendants deny, each of the following contentions:
t a. Section 135 ﬁf the Metropolitan Act was enacted with the express intent
and purpose of fairly and equitably allocating Metropolitan's water

supplies among its member agencies in direct proportion to each member’s

5B 256966 v2: 07710.0020 16
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' " - who do not pay, proportionately, the capital costs and operating expense of

total payments toward the capital costs and operating expense of
Metropolitan’s water works. B '

b. Metropolitan’s interpretation of Section 135, and its calculation of each
member agency’s preferential rights thereunder, must account for how
revenues have actually been applied by Metropolitan, not the manner in
which Metropolitan has unilaterally decided to characterize or collect the
revenues, _

c.  Incaloulating preferential rights under Section 135, Metropolitan must
account for all révenues that have been applied toward the capital costs -
‘and operating expense of Metropolitan’s water works.

- d. Section 135 cannot be interpreted to confer rights on member agencies

Metropolitan’s water works. _

50.  Plaintiffs are entitled to a judicial determination and declaration as hereinabove
stated. Such a declaration is neceséary and appropriate at thjs_ ti:hc because Metropolitan's
current calculation of preferential rights— under Section 135 is wrong, and results in an erroneous
and inequitable allocation of water by Metropolitan which fails to account for the fact that
Metropolitan has historically and continuously sold and delivered water to SDCWA in excess of _
its “Met-calculated preferential rights,” and that SDCWA reasonably and to its ihju.ry has rcliéd
on the sale and delivery of water under such terms.

51. A prompt declaration by'this Court is necessary because Los Angeles may choose

to invoke its preferential rights at any time. Morcover; there is substantial uncertainty as to who
is required to pay for Metropolitan’s ongoing and future substantial capital costs, the member
agencies buying Metropolitan’s water, or the member agencies who claim “Met-calculated
preferential rights” under Section 135. o

I 52.  As the primary source of water supply serving San Diego Cbunty, and as
Metropolitan’s largest water purchaser, Plaintiff SDCWA will suffer irreparable and lasting

injury unless declaratory relief is granted as requested.

SB 256966 v2: 07710.0020 17
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VI
SECOND CAUSE OF ACTION
(Declaratory Relief — Violation of California Constitution Article X, Section 2)
{Unreasonable Use of Water) | |
l. 33.  Asaseparate and independent basis for relief, Plaintiffs allege as follows:
I 54.  Plaintiffs refer to and incorporate as though fully set forth herein paragraphs. 1
through 42, inclusive, of this Complaint. '

55.  Metropolitan knows that sin& the early 1950’s SDCWA has expanded its
territory, constructed public works and made assurances of water supply reliability based upon
Metropolitan’s policies and water reliability assurances. Metropolitan knows that SDCWA's
water purchases have, since the early 1960's, exceeded SDCWA''s “Met-calculated preferential
I rights.” Metropolitan knows that today, SDCWA’s water supply néeds exceed its “Mei- |
calculated preferential rights” under Section 135 by almost fifty percent (50%), leaving half of
San Diego’s water supply vulnerable to claims by others, specifically, Los Angeles. E |

56.  Metropolitan has contintously sold and delivered water to SDCWA in quantities
that have far excecded SDCWA’s “Met-calculated prefcfemial righté,” and SDCWA has -
regularly and continuously paid all of the proportional capita! costs and operating expense of
Metropolitan’s water works. |

57.  The water historically allocated, sold and delivered to SDCWA by Meh'oj)olitan
has been used to develop the hundred billion dollar economy of San Diego County and is
essential to meet the reasonable water needs of San Diego County’s residents and businesses.

58.  SDCWA, the San Diego Member Agencies and the public théy serve continuously
maintain a strong water ethic against any unreasonable use or waste of water. SDCWA is
recognized across the State of California as a leader in water coﬁservation. The water purchased
from Metropolitan by SDCWA is applied reasonably and beneficially w1ﬂ'un and throughout the
service territory of SDCWA,

59.  SDCWA currently has no altemative but to rely upon Metropolitan as its primary

SB 256966 v2: 07710.0020 : 18
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source of imported water,’ because Metropolitan controls all of the pipelines and conveyance

facilities needed to transport water into the service territory of the SDCWA. Defendants, and

each of them, have interfered with San Diego’s recent efforts 1o cbtain alternative water supplies

that are not subject to claims of preferential rights.
60.  Plaintiffs are informed and believe and thereon allege that there are no local or

native.water supplies that are reasohabiy within the control or authority of SDCWA that can be

used to offset a loss of deliveries from Metropolitan. Further, SDCWA is.unable to make cost- _
I effective long t;:nn investment decisions because of the uncertainty of Metropolitan’s supplies,
and, because it is currently forced through the Metropolitan revenue structure to pay for water
that is subject to pre-emptive claims by others. SDCWA’s citizens and.ratepayers cannot afford
and should not be required to pay for water works acquired by Metropolitan to meet the need§ of
| Los Angeles. ‘ _

61.  Defendant Los Angeles has historically relied primarily upon groundwater
supplics and.imponed wﬁter frbm Mono and Inyo County to meet its water supply needs. Los

Angeles’ water purﬁha.ses from Metropolitan have been used only to supplement its other water

supply sources. A substantial portion of Metropolitan’s water works that would provide water
for Los Angeles’ "‘Mct—calcula_ted pi‘eferentia! rights™ have not been paid for and are not being
paid for by Los Angeles, Under the calculation of preferential rights as inten&cd by the
{| Legislature, all member agencies including Los Angeles and SDCWA would have preferential
rights to water according to their proportional payments of the capital costs and operating
expense of Metropolitan’s works necessary to supply and deliver water. Each and every member
agency should be able to assure and protect its citizens and their economy as originally intended

IIby the Legislature in adopting the Metropolitan Act.

62.© A construction and application of Section 135 that would take water from .

’SDCWA has entered into agreements with the Imperial Imigation District and with
Metropolitan to acquire and transport, respectively, up to 200,000 acre feet of conserved water to
SDCWA. Certain conditions precedent to these agreements, including environmental review,
have not yet been satisfied. Even if and when these agreements are implemented, SDCWA will
be heavily dependent on Metropolitan for its primary water supply. .

SB 256966 v2: 077100020 19
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SDCWA and its customers and give it to Los Angeles, after decades of reliance by SDCWA and
billions of dollars of payments toward Metropolitan’s water works, without fe_gard toLos
Angeles’ available altemative supplies, efficiency of use or economic considerations, constitutes |
2n unreasonable use of water in violation of Article X, Séction 2 of the California Constitution.

63.  Metropolitan’s failure and refusal to establish policies and revenue classifications
consistent with the purpose and intent o.f Section 135 as it was created by the Legislature, have
created great uncertainty about how Metropolitan will allocate water and what its true cost is, and
is chilling needed water supply management and planning efforts in Southern California
generally, and in the service territory of SDCWA specifically. Any direct or indirect allocation
of water by Metropolitan among its member agencies according to “Met-calculated preferential
rights,” without regard to payments toward Metropolitan’s water works by its member agencies
through all forms of revenue, is an uncertain, unreasonable and wa.éieful allocation methodology
in violation of Article X, Section 2 of the Cal_ifomig Constitution.

64.  Metropolitan’s suggestion that it may declare 2 permanent water shortage

emergency to pre-empt the provisions of Section 135 causes yet further uncertainty over the

||method by which its water supplies will be allocated among its member agency customers in

times of shortage and violates the provisions of Article X, Section 2 of the California
Constitation. | |

65. IA present and actual controversy has arisen and now exists between Plaintiffs and
Defendants in that Plaintiffs contend while Defendants deny each of the following contentions:

a. Metropolitan may not allocate water among its member agencies

according to Metropolitan's current erroneous and inequitable calculation
of preferential rights under Section 135.

b. Metropolitan may not allocate water among its member agencies without
regard tb SDCWA'’s proportional payment of capital costs and.opcfating
expense of Metropolitan’s water works, SDCWA’s reliance upon
Metropolitan assurances and historical deliveries of water, and, the present

method and efficiency of existing uses.

$B 256566 v2: 07710.0020 20




[—y

O e A o th B W R

=t ek e
W N = D

14
15
16
17
18

19

20
21
22
23
24
25
26
27
28

" c. Metropolitan must adopt a water allocation inethodology that (i) is
| regsonable and predictable, allowing its member agencies to reasonably
rely upon continued provision of water; (ji) reflects the historical
contribution of each mcﬁabcr agency to Metropolitan’s water works; (iii)
reflects the efficiency of water use by the pufchasing member agency; and |
(iv) takes into account the historical reliance upon Metropolitan of each of
its member agencies.

66.  Plaintiffs are entitled to a judicial determination and declaration éonsistent with its
contentions, as hereinabove stated. Such a declaration is necessary and appropriate to avoid an
[jallocation of water by Metropolitan that: is unreasonable and wasteful in violation of Article X,
Section 2 of the California Constitution; is mequztable in that it fails to account for the fact that
Metropolitan has hlstoncaily sold and delivered water to SDCWA for reasonable and efficient
fluses for which there are no readily available alternative water supplies; and, disregards billions of
dollars of payments accepted by Metropolitan from SDCWA to pay the capital costs and
operating expense of its wafer works. |

| 67. A prompt declaration by this Court is necessary because Los Angeles may demand
" at any time that Metropolitan allocate water among its member agency customers in accordance

with their aileged “Met-calculated preferential rights.”

68.  As the source of up to ninety percent (90%) of the water supply needed to meet

the needs of the citizens and businesses of San Diego County, SDCWA will suffer irreparable

and lasting injury unless declaratory relief is granted as requested by Plaintiffs.

o _
' | THIRD CAUSE OF ACTION

(Declaratory Relief - Estoppel)
69.  Asaseparate and independent basis for declaratory relief, Plaintiffs allege as
follows: ' |

70.  Plaintiffs refer to and incorporate as though fully set forth herein paragraphs 1

SB 256966 v2: 07710.0020 21
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through 42, inclusive, and paragraphs 55 through 61, inclusive of this Complaint.

71. Metropolitan knows that since the early 1950’s SDCWA has expanded its
territory, constructed public works and made assuranbes of water supply reliability based upon
Metropolitan’s policies and water reliaﬁility assurances,__.inrcludjng but not limited to its

contentions and representations from time to time that Section 135 has no impact on the water.

|reliabi]ity of its member agencies. Métropdlitan knows that SDCWA’s water purchases have,
since the early 1960's, exceeded its “Met-calculated preferential rights.” Metropolitan knows that
today, SDCWA;S water supply needs exceed its “Met-calculated preferential rights” under
Section 135 by almost fifty percent (50%), leaving half of San Diego’s water supply vulnerable
Ilto pre-emptive claims by others.

72.  Metrapolitan has continuously sold and delivered water to SDCWA in quantities
that have far exceeded SDCWA’s “Met—calculated preferential rights;” reciprocally, SDCWA has
regularly and continuously paid a proportional amount of the capital costs and operating expense
of Metropolitan’s water works. | |

73.  Inreasonable reliance upon the consistent conduct and express representations

and assurances of Metropolitan, SOCWA reasonably believed that Metropolitan would continﬁe

to sell and deliver water to SDCWA in excess of its “Met-calculated preferential rights”.

74.  SDCWA has relied on Metropolitan to its detriment in that, historically, it has not _
pursued alternative water supplies from other sources. More recently, Metropolitan has
affirmatively discouraged, thwarted and blocked SDCWA's efforts to develop alternative sources
of supply, thus leaving it dependent on a supply of water that Metropolitan knows or should
know is subject to preferential rights claims by others.

75.  SDCWA is uncertain as to the manner in which Metropolitan will allocate water
supplies in the future to its member agencies. In particular, SDCWA is uncertain whether

Metropolitan will continue to sell and deliver water to SDCWA in excess of SDCWA’s “Met-

calculated preferential rights.”
76. A present and actual controversy has arisen and now exists between Plaintiffs and

Defendants in that Plaintiffs .contend, while Defendants deny, each of the following contentions:
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a. Metropolitan is estopped from allocating its water supply in any manier
that is inconsistent with Metropolitan’s historical sale and delivery of |
water to SDCWA and with the fact that SDCWA has paid and Los
Angeles has not paid the proportional capital costs and operating expense
of Metropblitan’_s water works, notwithstanding that such deliveries have
been and are in excess of its “Met-calculated preferential rights” for
SDCWA. '

b. Los Angeles is estopped from asserting a preferential right to
Meu-opolitan‘s water supply in any manner that is inconsistent with
Metropolitan’s historical sale and delivery of water to SDCWA, and with
the fact that SDCWA has paid and Los Angeles has not paid the
proportional capital costs and operating expense of Metropolitan’s water
‘works, | |

77.  Plaintiffs are entitled to a judicial determination and declaration consistent with its
coﬁtentions, as hereinabove stated. Such a declaration is necessary and appropriate to avoid an
erroneous and inequitable allocation of water by Metropolitan which fails to account for the fact
that Metropolitan has historically and continuously sold and delivered water to SDCWA in
excess of its “Met-calculated preferential rights,” and, that SDCWA has reasonably and to its
inj_ufy relied on such sale and delivery, and, has regularly and continuously over many decades
paid the proportional capital.c‘osts and operating expense of Metropolitan’s water works.

78. A prompt declaration by this Court is necessary because Los Angeles may

invoke their “Met-calculated preferential rights” at any time, and in so doing, unlawfully violate

rights which have accrued to SDCWA over the years of consistent practice. Such an outcome

EWmﬂd deny SDCWA the benefit of the water works for which it has consistently paid over many -

decades in reliance upor Metropolitan’s assurances that such benefits would remain rcgularly

and continuously available to SDCWA

79.  As the primary source of water supply serving San Diego County, and as

Metropolitan’s largest water purchaser, Plaintiff SDCWA will suffer irreparable and lasting
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injury unless the declaratory relief is granted as requested.

VIIL

FOURTH CAUSE OF ACTION

(Declaratory Relief — Constitutional Violation)
(Denial of Equal Protection and Due Process of Law)

80.  Asa separate and independent basis for declaratory relief, Plaintiffs allege as
follows: _

81.  Plaintiffs refer to and incorporate as though fuily set forth herein paragraphs 1
through 43, inclusive, paragraphs 55 through 61, inclusive, and paragraphs 71 through 74,
inclusive, of this Complaint.

82.  Apresent and actual controversy has arisen énd now exists between Plaintiffs and
Defendants in that Plaintiffs contend, while Defendants deny, cach of the following contentions:
a That Metropolitan has in the past and continues to this date to fail to

account in its calculation of preferential rights under Section 135 for
monies collected from SDCWA and applied by Metropolitan toward the
capital costs and operating expense of Metropolitan’s works,

b. That Metropolitan’s failure to account in its calculation of preferential
rights under Section 135 for monies collected from SDCWA and applied —
by Men'opdlitan toward the capital cost and operating expense of
Metropolitan’s wbrks, has dénied the individual Plaintiffs and SDCWA
and ‘thc' pﬁblic it serves equal proiection and due process of the laws, and
of privileges and immunities enjoyed by others in violation of Article L,
Sections 7 of the California Constitution.

c. That Metropolitan’s failure and refusal to establish a revente classification
that is consistent with its calculation of preferential rights has further
denied the individual Plaintiffs, SDCWA and the public it serves equal

protection and due process of the laws in violation of Article I, Section 7

SB 256966 v2: 07710.0020 24
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{ of the California Constitution, and has further denied them of the
privileges and immunities afforded by Mctropolitan' to others, in that,
among other things, SDCWA and its customers are being required to pay

disproportionately for water works that are subject to preferential rights

claims by others. '
d. That as a direct consequence of the above failures of Metropolitan, it has
unreasonably and unconstitutionally denied SDCWA the full benefit of an
. essential community resource, namely, a-reliable water supply for which
SDCWA has already paid in full with the monies collected from it by
Metropolitan,

83.  Plaintiffs are entitled to a judicial determination and declaration, as herinabove |

stated. Such a declaration is necessary and appropriate at this time so that Plaintiff SDCWA can

responsibly plan for its future water supply, make required representations to iochl and state
governmental agencies as to the reliability of its existing supply of water, and/or seek altemétive
supplemental sources of water supply if necessary to augment its existing supply of water.
SDCWA, is currently unable to fulfill its duties to.the citizens and businesses of San Diego
County because it is unable to determine with any certainty how Metropolitan will determine or
be fequired to determine preferential rights under Section 135. Moreover, SDCWA is unable to
“maice needed investments in its own water supply reliabiiity if it is at the same time being forced
to disproportionately pay rates, fees and charges for water supplies that are subject to claims by
others. Plaintiffs Tumer, Rhinerson and Bond are each Substantially injured by SDCWA’S |
inability to make reasonable plans for water reliability on account of the actions of Metropolitan
and the threat of assertion by Los Angeles of its “Met-calculated preferential rights.”

I 84, A prompt declaration by this Court is necessary because Los Angeles may invoke
its “Met-calculated preferential rights” at any time. Moreover, there is substantial uncertainty as -

to who will be required to pay for Metropolitan’s ongoing substantial capital investments — the

member agencies who are buying water or the member agencies for whose benefit Metropolitan

has calculated rights under Section 135.
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85.  Because SDCWA is the primary source of water supply serving San Diego
County, and as Metropolitan’s largest water purchaser, SDCWA and Plaintiffs Turner, Rhinerson
and Bond will suffer irreparable and lasting injury unless declaratory relief is granted as

requested.

IX.
FIFTH CAUSE OF ACTION
(Accounting)
86.  As aseparate and i.ndepehdent basis for relief, Plaintiffs allege as follows:
87.  Plaintiffs refer to and incorporate as though fully set forth herein paragraphs 1
through 43, inclusive, paragraphs 55 through 61, inclusive, and paragraphs 71 thi-ough 74,

inclusive, of this Complaint. _

88.  As described above, for ‘more than five decades, Plaintiffs on the one hand and
Defendant Metropolitan on the other hand, have been parties to an implied-in-fact water sﬁpply
and delivery contract whereby Metropolitan agreed to provide SDCWA. with imported water.

89.  Plaintiff SDCWA estimates that it has paid about $3 billion to Metropolitan
toward the capital costs and operating eﬁpense of Metropolitan’s works and Metropolitan has

collected under the agreement an amount estimated at about $3 billion, the precise amount of

which is not known to Plaintiffs.

90.  More importantly, for purposes of interpreting and applying Section 135,
Plaintiffs do not know the precise proportion of the estimated $3 billion collected by
Metropolitan which was applied toward the capital costs and operating expense of Metropolitan's
works.

91, Inorder to fairly and equitably resolve this dispute, it is necessary for thé Court to
ilknc:w with precision the proportion of the estimated $3 billion in collections which were applied

to the capital costs and operating expense of Metropolitan’s water works.

92.  Metropolitan has a fiduciary duty to account to SDCWA for al} monies collected

from it.
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$3.  Prior to the commencement of this action, SDCWA has repeatedly demanded of

| Metropolitan an accounting of the monies collected from it, summarized in the categories or

classification of cost or expense toward which they were applied by Metropolitan. -
94.  Metropolitan has never rendered an accounting for the monies collected in a form
which shows amounts as applied to the categories or classifications specified under Section 135,
95.  Metropolitan has exclusive possession and control of the books and records
needed to produce the requested accounting and SDCWA is informed and believes and thereon
alleges that Metropolitan has access to sophisticated electronic accounting records and tools

which will permit it to produce the fequested accounting without the expenditure of undue time

or expense, under all the circumstances. '
" 96. SDCWA is entitled to an accounting from Metropolitan of SDCWA's cumulative
payments to Metropolitan over time, itemized into the categories or classification designated in

Section 135, in the manner directed by the Court.

X
SIXTH CAUSE OF ACTION
I (Injunctive Relief [C.C.P §§ 3420, 3522))

97.  Asaseparate and independent basis for relicf, Plaintiffs allege as follows:

98.  Plaintiffs refer to and incorporate as though fully set forth herein paragraphs 1
through 42, inclusive, paragraphs 55 through 61, inclusive, and paragraph 71 through 74,
inclusive, of this Complaint.

99.  Defendants, and each of them, wrongfully and ixnlawﬁ.nlly have threatened to
allocate or seek to allocate Metropolitan’s available water supplies in a2 manner that is
inconsistent with SDCWA’s historical reliance upon and purchase of water from Metropolitan
and with the proportional payments SDCWA has made for past, present and future capital costs
and operating expense of Metropolitan’é works based upon such reliance and related assurances
received from Metropolitan. .

100. Defendants’ threatened wrongful conduct, unless and until enjoined and restrained

SB 256966 v2: 07710,0020 27
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by order of this Cbun:, will cause great and irreparable injury to SDCWA in that any atlocation of
Metropolitan’s available water supply which fails to account for SDCWA’s historical reliance
upon and purchase of water from Metropolitan and the proportional payments SDCWA has made

for past, present and future capital costs and operating expense of Metropolitan’s water works

[{based upon such reliance and related assurances received from Metropolitan, would place almost

fifty percent (50%) of SDCWAs water supply at risk, and would cause SDCWA ireparable
harm in that it would destroy business confidence, undermine investment, translate directly into |
lost production, reduce income, cause lost jobs and result in a weakening economy in San Diégo |
County.

101. SDCWA has no plain, speedy or adequate remedy at law. It will be impossible

I. for SDCWA to determine the precise amount of damage that it will suffer if Defendants’ conduict
is not restrained. '

102. SDCWA is entitled to issuahce by this Court of a preliminary and permanent

injunction enjoining Metropolitan from allocating available water supplies according to “Met-
calculated preferential rights” under Section 135, or in any manner that is inconsistent with
SDCWA's historical reliance upon and purchase of water from Metropolitan and its payment of |

the proportional capital costs and operating expenses of Metropolitan’s works.

X1,
SEVENTH CAUSE OF ACTION
il (Petition for Writ of Mandate [C.C.P. § 1085 et seq.])
103.  As a separate and independent basis for relief, Plaintiffs allege as follows:

104.  Plaintiffs refer to and incorporate as though fully set forth herein paragraphs 42,

inclusive, paragraphs 55 through 61, inclusive, paragraph 71 through 74, inclusive and paragraph
99 through 100, inclusive, of this complaint.

105.  Mandamus is available to compel the performance of a mandatory duty.

106. The Metropolitan Act imposés on Metropolitan, and Metropolitan®s board of

directors the following mandatory duties:
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a.  Adutyto cary out all of the duties and provisions set forth in the

Metropolitan Act.

b. A duty to comply with Metropolitan’s Administrative Code.

c. A duty to raise sufficient revenue from its members to finance its capital
costs and operating expense. |

d. A duty to correctly interpret and enforce Section 135 and properly allocate
its water supplies among its member public agencies baseﬂ on each
agency’s totai payments toward the capital costs and operating expense of
Metropolitan’s water works, and on their respective agreements to assume
financial fcsponsibility for the ongoing and future investments needed to

- supply water in accordance with Section 135. _

" 107. SDCWA has a clear, present, and beneficial right in performance of each and

every one of the above-mentioned duties by Metropolitan and the Metropolitan board of

directors. . ' _

108. There is a great public interest in ensuring that Metropolitan and Metropolitan’s '
“board-of directors perform their duties under the Metropolitan Act. Nearly three million people _
living and working in San Diego County .rely on the availability and dependability of
Metropolitan's water supply; more than 17 zﬁillion people rely on the availability and
dependability of Metropofitan's water supply throughout Southern California. _

109. Metropolitan, by and through its board of directors, has failed to perform the
abO\;e-mcntioned duties by failing to recognize the conflicts between Section 135 on the one
hand, and its own actions on the bther, including but not limited to its ongoing promises and

" assurances to deliver water in contravention of “Met-calculated preferential rights” under Section

[|135 and, by establishing a revenue structure that does not require its member public agencies to

pay for rights they may claim and that Metropolitan has declared to exist according to *Met-
calculated preferential rights” under Secﬁon 135.
110.  Plaintiffs have no plain, speedy or adequate remedy at law.

111.  Plaintiffs are entitled to issuance by this Court of a pcrcmptofy writ of mandate
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following acts:

The Court is requested to retain continuing jurisdiction over the case to assure that Metropolitan

complies with the duties mandated on a continuing basis.

WHEREFORE, Plaintiffs pray for judgments of declaratory relief, accounting, and injunctive

Continue to deliver water to SDCWA, at a minimum, in that propbrtion of
Metropolitan’s availablé water supply that corresponds to SDCWA’s
p2yments toward the capital and operating cost of Metropolitan’s water
works over time.

In the alternative, if the Court should find that “Met-calculated preferential

rights” are enforceable, then command Metropolitan and Metropolitan’s

board of directors to:

(1)  Cease and desist its unfounded declarations that Section 135 has no
effect on the water reliability of its 3ncmber agencies;

(2)  Prepare an accounting of SDCWA's total payments toward the
capital costs and operating expense of Metropolitan's works and
itemize the data into the classifications or categories designated in
Section 135, iﬁ the manner di.rected by the Court;

) ‘Determine precisely the extent of the preferential rights currently
held by SDCWA; '

(4)  Expressly recogniic and plan for member agency rights and claimsv
under Section 135; and

(5)  Implement a revenue structure that establishes a proportiongiity

and nexus between Section 135 rights on the one hand, and the
capital costs and operating expense incurred and to be incurred by
Metropolitan on the other hand, to develop and maintain the water

needed to meet Section 135 claims.

SB 256566 v2: 07710.0020
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||relief and for a peremptory writ of mandate as follows:

First Cause of Action (Declaratory Relief — Statutory Interpretation):

112.  For a declaration of Metropolitan member agencies’ rights and duties under

Section 135, in accordance with the following contentions:

a.

Section 135 of the Metropolitan Act was enacted with the express intent
and purpose of fairly and equitahly allocati.ng Metropolitan’s water
supplies among its member public agencies based on each member’s total
payments toward the capital costs and operating expense of Metropolitan’s
works.

Metropolitan’s interpretation of Section 135, and its calculation of each
member agency’s preferential rights thercunﬁer, must take into account all
payments toward the capital costs and operating expense of Metropolitan’s
works.

Section 135 cannot be interpreted to confer rights on member public
agencies who'do not pay proportionately the capital costs and operating

expense of Metropolitan’s water works

Second Cause of Action (Declaratory Relief — Violation of California Constitution Article

X, Section 2 ~ Unreasonable Use of Water):

113. For a declaration that:

a.

Metropolitan may not aHocatc water among its member agencies
according to “Met-calculated preferential rights;”

Metrdpolitan may not allocate water among its member agencies without
regard to SDCWA’s historical reliance upon the water delivered by
Metropolitan, the proportional payments by SDCWA toward
Metropolitan’s capital costs and operating expense, and the prasent

method and efficiency of existing uses.

5B 256966 v2: 07710.0020
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c. Metropolitan must aﬂopt a water allocation methodolo gy that (i} is
reasonable and predictable, allowing its member agencies to reasonably
rely upon continued provision of water; (ii) reflects the historical -
contribution of each member agency to Metropolitan’s water workﬁ; (iii)
reflects the efficiency of water use by the purchasing member agency; and
(iv) takes iﬁto account the historical reliance upon Metropolitan of each of

its member agencies.

Third Cause of Action (Declaratory Relief — Estoppel):

114. For a declaration that Defendants Los Angeles and Metropolitan are estopped .

from demanding or delivéring, respectively, water according to “Met-calculated preferentiél
rights,” or in any manner that is inconsistent with SDCWAs historical reliance upon water

delivered by Metropolitan and the proportional payments by SDCWA toward the capital costs

!aﬁd operating expense of Metropolitan’s water works

Fourth Cause of Actioln (Declaratory Relief — Constitutional Violation - Denial of Equal
Protection and Due Process of Law): | _

115. For a declaration that Metropolitan has unreasonably and unconstitutionally
denied SDCWA and Plaintiffs Tumer, Rhinerson and Bond the equal protection of the laws in
viclation of Article I, Sections 7 of the California Constitution.

- 116.  For a declaration that Metropolitan has denied SDCWA and Plaintiffs Turner,

Rhinerson and Bond the due process of the laws in violation of Article I, Sections 11 and 21 of

Fifth Cause of Action (Accounting):
117.  For a full and complete accounting of the cumulative payments by SDCWA
applied toward the capital costs and operating expense of Metropolitan’s water works, itemized

the California Constitution.
”mto the classifications or categories designated in Section 135, in the manner directed by the -

" SB 256966 v2: 07710.0020 : ' 32
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Court.

Sixth Cause of Action (Injunctive Relief [C.C.P. Sections 3420, '3522]):

118.  For a preliminary and permanent injunction enjoining Metropolitan from
allocating available Water-supiaﬁes, under any circumstances, in a manner that is inconsistemt
with SDCWAs historical reliance upon and payment toward the capital costs and operating
expense of Metropolitan’s water works, or in any manner that denied Plaintiffs equal protection

or due process of law.

Seventh Cause of Action (Petition for Writ of Mandate [C.C.P. Section 1085 et secj-.]):_.

119.  Issuance by this Court of a peremptory writ of mandate commanding Metropolitan
and Metropolitan’s board of directors, to perform each of the follo;'ring acts:Continue to deliver
water to SDCWA in that proportion of Metropolitan’s availabie water supply that corresponds to
SDCWA;S payments toward the capitai and operating cost of Métropolitan’s water works over
time. ‘ | _ _

a. | In the altemativc_, if the Court shouid find that “Met-calculated preferential
rights” are enforceable, then command Metropolitan and Metropolitan®s
board of dircctofs to:

(1)  Cease and desist its unfounded declarations that Section 135 has no
effect on the water reliability of its member agencies;

(2)  Prepare an accounting of SDCWA’s total payments toward the
capital costs and operating expense of Metropolitan’s works and
itemize the data into the classifications or categories designated in
Section 135, in the manner directed by the Court;

(3)  Determine precisely the extent of the preferential rights currently

‘held by SDCWA; |
(4)  Expresslyrecognize and plan for member agency rights and claims

under Section 135; and

SB 256965 v2: 07710.0020 33
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Implement a revenue structure that establishes a proportionality
aﬁd nexus between Section 135 rights on the one hand, and the
capital costs and operating expense incurred and to be incurred by
Metropolitan on the other hand, to develop and maintain the water

needed to meet Section 135 claims.

The Court is requested to retain continuing jurisdiction of this action to monitor Metropolitan

and assure that the mandates of the Court are complied with on 2 continuing basis;

120.  On all causes of action, for costs of suit herein incurred; and

121. . Onall causes of action, for such other and further relief as the Court may deem

Jjust and proper,

DATED: January &9 2001

HATCH AND PARENT

Cluindiiy UoFodon

CHRISTINE M. FRAHM

Attorneys for Plaintiffs SAN DIEGO COUNTY
WATER AUTHORITY, James F. Tumer, Bernard
Rhinerson and James Bond

By
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STATEMENT CQF POLICY

| The Matrepelitan Water Distrist of Southern |
California is prepared, with its existing govermmentay
powera and its present and projected aistrimytion f£a- .
: service ares with sdequate -

Jiss pf water to meet and increasing needs

ts
R ) .
the years shasd. The Dis t now is providing ita sepry-

ice area with a supplemental water from the Colo-
rado Rivar. ¥han and as adutiml.m Tesourcas &
Tequired to meet increasing needs for domestie,’ indus.
trial and mmicipal water, The Metropolitan Water Distriet
of Souu:hern California wlll be prepared to deliver such
supplies.

s and water users residing within The

' Taxpaye ;
mtmpautaﬁater Distriet of Southern California already

have obligated thasmselves.for the construction of ‘ean aque-~

@uet supply and distribution system involving & cost in

excess of .$350,000,000. This system has been designed and
constructed in a2 manner that permits orderly and economie
extensicns and enlargements to deliver the District'a ful}
share of Colersdo River water as well as water from other
sources as required in the years ahead. Establishment of
overlapping and paralleling governmental authorities and
water distribution facilities to service Southein Cali-
fornia areas would place a wasteful and umecessary finan.

cizl burden upen all of the pecple of California, and par-

ticularly the residents of Southern California.

SApproved by the Board of Directors of
The Matropolitan Water District of
Southern C2liformia December 16, 1952

EXHIBIT A - page 1



Taxpayers and water users residing within the District aiready
mﬁélmulm&ﬂu_wuudmdm 2 supply

faciities o sarvice Southern Calformnia areas would
am&laﬂwmmwddhmd
Calliomia, and particularly the residants of Southemn Calfornis,
Section 3012 based on ML 14727 Decamber 18, 1963, Section 301.2 re-

and Section 4291 ML 38484 — 1947,
Mnm ﬁ 1, 1987 aummmwmm, m% %‘12—
802
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District leader suggests declaring
'permanent’ water shortage

GIG CONAUGETON _

Staff Writer
mmd&mwmﬁﬂmammmn
dedareanan:gmymﬂdmﬂge.nothwnmﬂnemﬂmghm—ﬁnen—
Mmmammmmsﬂmcmmm .,

BIamzmdﬂ:ey&uﬂwpmposalbmelesukaubﬂmofﬁeMetopomn
Wmmmawmﬂdbeadimﬁrloalm

'Mmmmmwmmmmmm&mwﬁhqmmgmn_

mmﬂmmberagmaspradmgmuaSJOOmmﬂs.mwhngmﬁrmdy
17 million people. -

Gastshm is proposing to invoke SectmnSSOofﬂnCalifcmanCodcaa
M@mmmmmmmdmm

rights * which San Diego Comnywmagmacomdwwld
a]low Los Angeles to "steal” San Diego County’s water in emergencies,

P::fm:lnghtx is the system created in the 1930s guaranteeing Metropolitan's member
agencies a proportionate share of water equal to mhagmcy‘spopcrtyux investment in
Metropolitan's system.

SszegoCoum;WmAmhmiyoﬁszuythatsystmuouﬁmdmdmw
nmmwmammummhwmmhmuchamhqsﬁmwm

Invoking Section 350, the emergency declaration, would declare that “ordinary” water
d:mmdawouﬂrmhm'bsuﬁmmforhmmmamptm,mmummdﬁm
protection” in Sguthern California. | B

degmmgmyWMﬂmGu&lmmd,mﬂde&opo]ﬂmﬁelqﬂ
right to ignore its own "preferential rights system.* and allocate water the way Metropolitan
deuduubmhwrapolmsboudm‘tcbmgeﬂz'pmfummlnmsym wﬂm

ﬂ:epmmandﬂ:cmlm

Bad for business

Bm&smhm%m-wnwbjnaubduﬁeﬂhm,aidmﬁmmm |
Diego County water agencies, 4 state assembiyman from Riverside County, the Building

 Pagelofs

1222700
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mmauwmmh&mmwg L .
Governments, '

h
-

They said mawcmqmwh&mwm
’ Hnoﬂagmdemmybydumgmhmmmdmmmﬂzmh
fear of facing water shartages and mtioning.

mmkmmmwmhmmmmhm
which could hinder development and the building of capital improvement projects soch as
roads,

Gut:hmcﬁagreed,mg 'suphsuabdpeople.‘mh-bmmlndmmdm
would recogrize the emergency shortage Wm&mﬂnlbplwmh
polrhcunysudymofpu&:mlng!m.

Eric Hoffimam, ammﬂm:mdmlystfnrMoody’shv&mSmceo{NwYoﬁ,
one of the largest investment rating companies in the United States, said it was™too

- premature” to say whether Moody's would react badly to the proposed emergency
1 I Il - -

'Amdmmmddham'ﬁmhmm
development, and in the long run conld have bad effects upon credit quality, But if this were

masawoﬂ:mmdnﬁﬁmhhgnlmblmmchnmmnwuldbeam _
thing," Hoffmsm said. "We're into reality, not tricky uses of the law.*

Smmqamfmwnﬂcmmmwmmﬁammemmﬁm
also agreed with Gastehmm.,

MmmMaMthM&Mmpdmsmm
. on growth and development in Southern California at Cal Westem Law School next month,’

Hemd(hsﬁmspopoalsomdsathoughnwouldsoheSmegoComfspmblm
| with preferential rights,

Encﬂmmdheﬁdn&b&mmmgmdzdx&mmdyua&meeb&m
pcﬁ:rmnalnghmwuldmoﬂ'mm

Mamey Cox, the chief economic officer for SANDAG, ssid he expected investment
mmmdumodfswoddamnyhawbyaddxmmofmm
“ploy" or not.

H also could scare off growing Jocal industries, be said, such as biotechnology, from
remaining in San Diego County, if they feared possible "futare” water shartages.

wmm;mmmdmmmnmdmey , R-Riverside, sided
) Gastelum's critics,

Kelley, a longtime vice chairman of the Senate's Agriculture and Water Resources

 bttp/fwrww.nctimes. com/news/122400/ EXHIBIT B - page 2 12/27/00 .




District leader suggests declaring ‘permanent’ water shortage - NCTimesnet | Page 3 of 5

mmw@m»mmwﬁmﬁmﬁmm'
often weighs in on development issues, also would see the declamation as 2 negative,

declarations) seriously,” Kelley sald. "Metropolitan scrves 17 miltion people, and it's pretry
scrious when you declare a water shortage.” _

Frightening investors

Jim Turner, the newly clected board president of the Saa Diego Comty Water Autharity,
and Carisbad Mayor Bud Lewis, another authority representative, said the declaration would
definitely scare off new business investment and growth in the region.

"I you're 2 developer out there,” Tumner szid, "or you want to buy a business hers in
Southern California, are you going to 'want to go to a state where you don't know if you're
going to have water? Where the Metropolitan Water District general manager is saying, .
"We'te in a shortage situation? I don't think so." '

Izwispeﬁmdmnadmlnﬁoﬁdmmzmymmmm'ﬂoﬁ-m

'Imean,aﬂheﬂwmﬂdbruk!oose,‘bwisni.d.

Building Industry Associztion officials said they hadn't had time to know how Gastelom's
proposal would affect development. But Matt Adams, the director of governmental affairs
for the association in San Diego County, said, "Obviously, we would have very real
concerns if a false shortage was perpetrated on the state of Califomnia, because it could have
' real negative economic consequences for growth and development *

But Gastehumn says declaring a permanent water shortage would just be "a tool."
No immediate shortage

Mc&npoﬁﬁnmldnm—mdmomhofmh;tm.tndazpeéubdo-ﬁo;ﬁnﬂﬁ:
year, Gastelum said, indicating there is no immediate shortage.

While Metropolitan maintzins that preferential rights bave never been invoked in its 72-year
history, San Diego County Water Authority officials have been crying for its demise for
decades, ‘

Created in the 1930s just after Metropolitan was established by the state Legislatore, the
preferential rights system guarantees Los Angeles a larger "entitlement” to Matropolitan’s
water, roughly 23 percent, then San Diego County's 14 percent — despite the fact that Los
Angeles annually buys only sbout 8 percent of Metropolitan's water, while the anthority

- buys 26 percent of Metropolitan's wates.

In particulsr, anthority representatives want to be goaranteed that long-term contracts for
- water deliveries Metropolitan proposes as the backbone of 2 new water rate structure it
hopes to implement by 2002 will be honored — and not rendered null and void in

‘n.dh;" e Fornwaelt ”‘mllEXHIBrI B - page 3 ' 1Wm
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m%mwﬁgw“m-mmﬂm p‘g,h-,f's- |

mawmmmmmdﬁm

Gastalom declering muwmdmmmﬂlmny |
ovm?de;y:dismn'ﬂ::pefnmﬁaldgim'bogcym' . _

wsmhuﬁummmwmmmwwm _
fears in years, even though the authority and Metropolitan have been ot odds over the jsme
for decades. '

‘When Metropolitan was crested by the state Legisiature in 1928, it used property tax
revenue to generate the money it needed to build the aqueduct,

To fairly divide the rights to water, Metropolitan promised each of its member agencies an
entitlement — a preferential right —- to a percentage of Metropolitan's water.equal to the
amount each agency had contributed in property tax. Los Angeles, with the largest amount
of development, contributed mare in propesty taxes than any other agency, and got the
highest preferential right to water, ,

However, by the 1970s, Metropolitan stopped using property taxes as its reverme base -
mewnmmmmmﬂmmdmmmm

and treatment plants. Instead, it switched to raising the bulk of its reverues by water sales.
anthemeﬁmemoﬁmdidmtdnngeuchwm&&mdwm_

to water, meaning each agency’s preferential right still reflected property tax contributions w _

=~ a much smaller portion of Metropolitan's current revenues — instead of water purchases,

L.A is ahead ‘
Now.mhoﬁtymprmﬁvumhappﬂypoimmﬁam&mghﬁquﬁrmdaw _
the largest percentage of Metropolitan's water, thereby contributing more money to maintain
Metropolitan's systen: of pipelines than any other agency, their preferential right is still
dwarfed by Los Angeles, : |

' Mmemsupleton.themhoﬁty‘sgcnmlmmgcr,imimﬂmlmhgd&,wﬂh '

Metropolitan's blessing, did invoke prefereatial rights in 1991, during the last year of onc of

: ﬁ;emstdmughbm&hfomuh:m

memmw&'smmmmlmhmm&mﬁ
Owens Valley aqueduct it built at the tum of the century that supplies it with most of its
‘watez, - .

On the contrary, SaﬁDiegoComﬂyhsﬁﬂehﬁewayofmmd—wﬁamﬁu,mdﬁm
about 90 percent of the water nsed in the county fram Metropalitan. Stapleton said while
other Metropolitan agencies were being forced to take less water from Metropoliten as the

‘drought reached ity pesk in 1991,IpsAngelu mrymvedmcm )

EXHIBIT B — page 4
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' ﬂhybokommihqﬁdnmwmﬁd&amm&wmm,' '

Page 5 of 5

Smpletunnid."m:e'gmoﬂmupm'

mofmmmhﬂmbcmﬁnn&aedmmﬁemw

Gastelurn said he hopes his emergency declaration proposal could ease the authority's fears,

"At least we've accamplished the begiming of a dislogne about how best to resolve that

quwﬁomlpd&isoﬂmﬂuhbbmdhwehﬁitedﬁunhmupw&ho&zida;'

Gastelum said. "It's all very healthy." '

Contact staff writer Gig Conanghton at (760) 739-6696 or geonaughton@rictimes com,

Previous Story || Headlines | Next Story _
wehmsster@nciimescom ©1997-2000 Narth County Times  editor@nctimes.com
—'_-‘-_——-—I-__———u--—_.__—___
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VERIFICATION

STATE OF CALIFORNIA,
COUNTY OF SAN DIEGO
I have read the foregoing V., ED CO Y RE
(C.C.P. SECTION 1060), ACCOUNT IN PETITION
F A C.P. ' QN 1083, et seq.}, and know its contents.

I am the General Manager of the San Diego County Water Authority, a plaintiff in this
action, and am authorized to make this verification for and on its behalf, and T make this verifi-
cation for that reason.

1 am informed and beheve and on that ground allege that the matters stated in the
foregoing document are true.

I declare under penalty of perjury under the laws of the State of California that the
foregoing is true and correct. _

Executed on Xfry .30, 2001, at San Diego, California.

Maureen A. Stapleton \
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1
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3
A | VERIFICATION
5 " . STATE OF CALIFORNIA,
6 COUNTY OF SAN DIEGO
7
8 1 have read the foregomg VERIFIED COMPLAINT FOR DECLARAIOB}_’ gg;,
TION 1060 IVE RELIEF
5 EEI_I OE MANDATE (C. §: 2 SECTION 1085, et seq.), and know its contents
10 1 am a plaintiff in this action.
11 I am informed and believe and on that ground allege that thc matters stated in the
12 foregoing document are true.
13 | I declare under penalty of perjury under the laws of the State of California that the
14 foregoing is true and correct. |
15 Exccut.ed on { -30D- 2001, at San Diego, California.
16
17
18
19
20
21
22
23
24
25
27
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ATION
STATE OF CALIFORNIA,

COUNTY OF SAN DIEGO

I have read the foregomg VERIFIED COMPL AINT FOR DECLARATORY RELIFF

.C.P. SECTION 10 ACCOUNTT] INJUNCTIV] [EF AND PETITION FOR
WRIT OF MA@&IE (C.C. =§5gmgy 1085 et seq.), andknow its contents.

I arn a plaintiff in this action.

I am informed and believe and on that ground allege that the matters stated in the
foregoing document are true.

I declare under penalty of perjury under the laws of the State of Cahforma that the

foregoing is true and correct.

Executed on U7, 30 , 2001, at San Diego, California.

.

Bemnard Rhinerson
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RIFICATION
STATE OF CALIFORNIA,
COUNTY OF SAN DIEGO

Thaveread the foregoing VERIFIED COMP FORDEC \T R RELIEF

_____L__LMLL_LA_RA_Q_Y_ML
SECTION 1060), ACQQ ING, INJUNCTIVE REL IEF AND PETITION FOR WRIT OF
MANDAT E (C.C.P. SECTION 1085, et seq.), and k:now its contents.

I am a plaintiff in this action.

I am informed and believe and on that ground allege that the matters stated in the foregoing
il document are true. '

I declare under penalty of perjury under the laws of the State of California that the foregoing
is true and correct.

/ .
. Executed on JAN, 49 , 2001, at Encinitas, California.




