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ORANGE COUNTY SANITATION DISTRICT

Agency

Cities:

Anaheim

Brea

Buena Park
Cypress
Fountain Valley
Fullerton
Garden Grove
Huntington Beach
Irvine

La Habra

La Palma

Los Alamitos
Newport Beach
Orange
Placentia
Santa Ana

Seal Beach
Stanton

Tustin

Villa Park

Sanitary Water Districts:

Costa Mesa Sanitary District
Midway City Sanitary District
Irvine Ranch Water District

Yorba Linda Water District

County Areas:

Member of the Board
of Supervisors

Board of Directors
As of June 30, 2021

Active Director

Stephen Faessel
Glenn Parker

Art Brown

Stacy Berry

Patrick Harper
Jesus Silva

Steve Jones

Kim Carr

Anthony Kuo

Rose Espinoza
Marshall Goodman
Mark Chirco

Brad Avery

Kim Nichols

Chad Wanke
Johnathan Hernandez
Sandra Massa-Lavitt
David Shawver
Ryan Gallagher

Chad Zimmerman

Robert Ooten
Andrew Nguyen
John Withers

Brooke Jones

Doug Chaffee

Alternate Director

Jose Diaz
Steven Vargas
Connor Traut
Anne Hertz
Glenn Grandis
Nick Dunlap
John O'Neill
Dan Kalmick
Farrah Khan
Jose Medrano
Nitesh Patel
Ron Bates

Joy Brenner
Chip Monaco
Ward Smith
Nelida Mendoza
Schelly Sustarsic
Carol Warren
Austin Lumbard

Robert Collacott

Art Perry
Sergio Contreras
Douglas Reinhart

Phil Hawkins

Donald Wagner
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ORANGE COUNTY SANITATION DISTRICT
Organizational Chart
As of June 30, 2021
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ORANGE COUNTY SANITATION DISTRICT
Map of Service Area
As of June 30, 2021

0CsD

Service Area
(area enlarged)

HABHA BREA

YORBA
FULLERTGN LINDA
PLACENTIA -

FA™ I I e // s

s

Piquwl ] :I

GYPRESS— ANAHEN VILLA
- STANTON e

os - { T = m
ALAMITOS _I_ [ ORANGE s

GARDEN, &
P

Dran e County,
alifornia
maps not to scale

S GROVEN
N

SEALL — WES: MINSTER
= BEACH

TUSTIN

BEACH

IRVINE
Pacific
Ocean

Emergency Outkll
1.5 mile long
6.5 foot diameter

NEWPORT
BEACH

Offshore Pipeline N
5 miles long
10-foot diameter
1 il 4
I Viles

@ Service area boundar
¥ Approximately - Map Not to Scale
== Sewer pipelines DISCLAIMER: Map prepared by the Orange
County Sanitation District. his map is intended
- Reclamation Plant No. 1 (Pi) for graphical representation only. No level of

accuracy is claimed. Portions of this derived
Treatment Plant No. 2 (P2) product contain geographical information

copyrighted by Rand McNally
=) Pump stations All Rights Reserved.

Revised December 2019
L1 Unincorporated Orange County (white areas)

Xii



Tableof Contents



Tableof Contents



Tableof Contents



Tableof Contents



Tableof Contents



Tableof Contents



Tableof Contents



Tableof Contents



Tableof Contents



Tableof Contents

(THIS PAGE LEFT INTENTIONALLY BLANK)

10



Tableof Contents

ORANGE COUNTY SANITATION DISTRICT
BASIC FINANCIAL STATEMENTS
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Current assets:

Cash and cash equivalents

Investments

Accounts receivable, net of allowance for uncollectibles $424,460
Accrued interest receivable

Connection fees receivable

Property tax receivable

Inventories

Prepaid expenses
Total current assets

Noncurrent assets:

Restricted:

ORANGE COUNTY SANITATION DISTRICT
Statement of Net Position

June 30, 2021

Cash and cash equivalents held by fiscal agents

Unrestricted:

Non-depreciable capital assets

Depreciable capital assets, net of accumulated depreciation
Other noncurrent assets, net

Net pension asset - OCERS

Total noncurrent assets
Total assets
Deferred outflows of resources:

Deferred charges on defeasances
Deferred outflows related to pensions

Total deferred outflows of resources

Total assets and deferred outflows of resources

Current liabilities:
Accounts payable
Accrued expenses
Retentions payable
Interest payable
Due to other governmental agency
Current portion of long-term obligations

Total current liabilities

Noncurrent liabilities:

Noncurrent portion of long-term obligations

Total OPEB liability
Total pension liability - ARBA

Total noncurrent liabilities
Total liabilities

Deferred inflows of resources:
Deferred inflows related to pensions

Total liabilities and deferred inflows of resources

Net position:

Net investment in capital assets

Unrestricted

Total net position

See Accompanying Notes to Basic Financial Statements.
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$

96,935,365
863,703,323
22,860,292
3,097,236
657,904
1,762,822
8,452,587
2,534,433

1,000,003,962

120

458,880,667
2,248,856,574
10,344
68,643,378

2,776,391,083

3,776,395,045

21,716,099
54,054,179

75,770,278

3,852,165,323

18,955,037
10,098,325

8,028,332
16,943,800
28,662,360
45,597,991

128,285,845

932,362,755
1,332,528
23,320,422

957,015,705

1,085,301,550

56,481,462

1,141,783,012

1,740,101,886
970,280,425

2,710,382,311
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ORANGE COUNTY SANITATION DISTRICT
Statement of Revenues, Expenses, and Change in Net Position
For the Year Ended June 30, 2021

Operating revenues:

Service charges $ 335,569,248
Permit and inspection fees 1,131,137
Total operating revenues 336,700,385
Operating expenses other than depreciation
and amortization:
Salaries and benefits 74,772,427
Utilities 9,789,487
Supplies, repairs and maintenance 47,544,584
Contractual services 22,653,171
Feasibility studies 5,703,613
Other 7,554,880
Total operating expenses other than
depreciation and amortization 168,018,162
Operating income before depreciation
and amortization 168,682,223
Depreciation and amortization 116,452,184
Operating income 52,230,039
Non-operating revenues:
Property taxes 110,245,430
Investment and interest income 1,694,255
Contributions from other governments 20,697,444
Other 6,867,044
Total non-operating revenues 139,504,173
Non-operating expenses:
Interest 34,836,870
Contributions to other governments 1,289,514
Other 62,729
Loss on disposal of assets 1,719,449
Total non-operating expenses 37,908,562
Income before capital contributions 153,825,650
Capital contributions:
Capital facilities capacity charges 17,546,570
Change in net position 171,372,220
Total net position - beginning 2,539,010,091
Total net position - ending $ 2,710,382,311

See Accompanying Notes to Basic Financial Statements.
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ORANGE COUNTY SANITATION DISTRICT
Statement of Cash Flows
For the Year Ended June 30, 2021

Cash flows from operating activities:

Receipts from customers and users $ 323,354,025
Payments to employees (87,524,797)
Payments to suppliers (99,741,142)
Net cash provided by operating activities 136,088,086
Cash flows from noncapital financing activities:
Proceeds from property taxes 110,323,815
Payments for other activities 6,807,852
Net cash provided by noncapital financing activities 117,131,667
Cash flows from capital and related financing activities:
Capital facilities capacity charges 21,164,963
Additions to capital assets (139,709,388)
Interest paid (42,698,973)
Principal payments on debt obligations (30,430,000)
Contributions from other governments 16,445,622
Net cash used in capital and related financing activities (175,227,776)
Cash flows from investing activities:
Proceeds from the sale of investments 398,318,417
Purchases of investments (500,156,474)
Interest received 14,212,064
Net cash used in investing activities (87,625,993)
Net decrease in cash and cash equivalents (9,634,016)
Cash and cash equivalents, beginning of year 106,569,501
Cash and cash equivalents, end of year $ 96,935,485
Reconciliation of operating income to net cash provided by operating activities:
Operating income $ 52,230,039
Adjustments to reconcile operating income to net cash provided by operating activities:
Depreciation and amortization 116,452,184
Bad debt expense (net recoveries) 119,841
(Increase)/decrease in operating assets:
Accounts receivable (7,394,900)
Inventories (1,510,474)
Prepaid expenses (61,015)

Increase/(decrease) in operating liabilities:

Accounts payable (2,363,774)
Accrued expenses (6,427,424)
Due to other governmental agency (5,951,460)
Net pension/OPEB liabilities (11,145,108)
Compensated absences 1,548,001
Claims and judgments 592,176
Net cash provided by operating activities $ 136,088,086

Noncash activities:

Unrealized loss on the fair value of investments $ (12,353,608)
Capital assets acquired through accounts payable 9,129,315
Capital facilities capacity charges acquired (3,618,393)

See Accompanying Notes to Basic Financial Statements.
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ORANGE COUNTY SANITATION DISTRICT
Notes to Basic Financial Statements
For the Year Ended June 30, 2021

Summary of Significant Accounting Policies

Reporting Entity

The Orange County Sanitation District (OC San) is a public agency which owns and operates certain
wastewater facilities in order to provide regional wastewater collection, treatment, and disposal
services to approximately 2.6 million people in the northern and central portion of the County of
Orange, California. OC San is overseen by a Board comprised of directors appointed by the agencies
and cities which are serviced by OC San.

OC San’s service area was originally formed in 1954 pursuant to the County Sanitation District Act
and consisted of seven independent special districts. Two additional districts were formed and
additional service areas were added in 1985 and 1986. These special districts were jointly
responsible for the treatment and disposal facilities which they each used. In April of 1998, the Board
of Supervisors of Orange County passed Resolution 98-140 approving the consolidation of the
existing nine special districts into a new, single sanitation district. This action was taken in order to
simplify the governance structures, reduce the size of OC San's Board of Directors, ease
administrative processes, streamline decision-making and consolidate accounting and auditing
processes. Pursuant to the Resolution and Government Code Section 57500, the predecessor
special districts transferred and assigned all of their powers, rights, duties, obligations, functions and
properties to OC San, including all assets, liabilities, and equity.

Effective July 1, 1998, the organization became known as the Orange County Sanitation District.
The boundaries of one of the previous districts, now known as Revenue Area No. 14, have been
maintained separately because their use of OC San’s collection, treatment, and disposal system is
funded by the Irvine Ranch Water District (IRWD). The boundaries of the other eight districts have
been consolidated and are collectively referred to as the Consolidated Revenue Area. OC San
utilizes joint operating and capital outlay accounts to pay joint treatment, disposal, and construction
costs. These joint costs are allocated to each revenue area based on gallons of sewage flow. The
supplemental schedules and statements show internal segregations and are not intended to
represent separate funds for presentation as major or non-major funds in the basic financial
statements.

The accompanying financial statements present OC San and its blended component unit, the
Orange County Sanitation District Financing Corporation (Corporation). The Corporation is a legally
separate entity although in substance it is considered to be part of OC San’s operations. OC San is
considered to be financially accountable for the Corporation which is governed by a board comprised
entirely of OC San’s board members. There is no requirement for separate financial statements of
the Corporation; consequently, separate financial statements for the Corporation are not prepared.
The Corporation had no financial activity during the fiscal year ended June 30, 2021, other than
principal and interest payments on outstanding certificates of participation, revenue obligations, and
notes (see Note 4).

OC San is independent of and overlaps other formal political jurisdictions. There are many
governmental entities, including the County of Orange, that operate within OC San’s jurisdiction;
however, financial information for these entities is not included in the accompanying financial
statements in accordance with the Governmental Accounting Standards Board (GASB).

15
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ORANGE COUNTY SANITATION DISTRICT
Notes to Basic Financial Statements (Continued)
For the Year Ended June 30, 2021

Measurement Focus and Basis of Accounting

OC San operates as an enterprise activity. Enterprise funds account for operations that are financed
and operated in a manner similar to private business enterprises, where the intent of the Board of
Directors is that the costs (expenses, including depreciation and amortization) of providing services
to the general public on a continuing basis be financed or recovered primarily through user charges.

Basis of accounting refers to when revenues and expenses are recognized in the accounts and
reported in the financial statements. Enterprise funds are accounted for on the flow of economic
resources measurement focus and use the accrual basis of accounting, whereby revenues are
recognized when earned and expenses are recognized when incurred, regardless of the timing of
related cash flows.

The accounting policies of OC San conform to accounting principles generally accepted in the United
States of America (GAAP) as applicable to governments. The GASB is the accepted standard-
setting body for establishing governmental accounting and financial reporting principles in the United
States.

Operating Plans

Each year, OC San staff prepares an annual operating plan which is adopted by the Board of
Directors. The annual operating plan is used to serve as a basis for monitoring financial progress,
estimating the levy and collection of taxes, and determining future service charge rates. During the
year, these plans may be amended as circumstances or levels of operation dictate.

Cash and Cash Equivalents

Investments with original maturities of three months or less when purchased and money market
mutual funds and external investment pools that can be withdrawn on demand are considered to be
cash equivalents.

Investments

Except for certain investments in monies held by fiscal agents as disclosed in Note 2, section “Fair
Value of Investments”, all other investments are stated at fair value (the price that would be received
to sell an asset in an orderly transaction between market participants acting in their economic best
interest at the measurement date). Changes in fair value that occur during the fiscal year are
reported as part of investment and interest income. Investment and interest income includes interest
earnings and realized and unrealized gains or losses in fair value. Investment and interest income
are recorded as revenues and receivables when declared and realized gains or losses are recorded
when the investment is sold.

Accounts Receivable

Accounts receivable is reported net of the allowance for uncollectible receivables. Uncollectible
receivables were $424,460 at June 30, 2021. Unbilled sewer services through June 30, 2021 are
recorded as revenue and receivables. Management determines the allowance for uncollectible
receivables by evaluating individual accounts receivable at least one year past due and considering
a customer’s financial condition, credit history and current economic conditions. Accounts
receivables are written off when deemed uncollectible. Recoveries of accounts receivables
previously written off are recorded when received.

16
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ORANGE COUNTY SANITATION DISTRICT
Notes to Basic Financial Statements (Continued)
For the Year Ended June 30, 2021

Inventories

Inventories, which are held for consumption and not resale, are stated at cost on a weighted-average
basis and are expensed when used.

Capital Assets

Outlays for property, plant, equipment, and construction in progress are recorded in the revenue
area which will use the asset. Such outlays may be for individual revenue area assets or for a
revenue area’s share of joint assets.

Capital assets of property, plant, and equipment are defined as assets with an initial, individual cost
of more than $10,000 and an estimated useful life of at least three years. Such assets are recorded
at cost, except for donated capital assets, donated works of art and similar items, and capital assets
received in a service concession arrangement, which are recorded at acquisition value at the time
received. Cost includes labor; materials; outside services; vehicle and equipment usage; other
ancillary costs consisting of direct charges such as engineering, purchasing, supervision, or fringe
benefits. Interest costs, net of interest earnings, have been capitalized on projects prior to fiscal year
2017-2018. Commencing with fiscal year 2017-2018, OC San early implemented GASB Statement
No. 89, where interest costs incurred before the end of the construction period are no longer
capitalized.

Depreciation of plant and equipment is provided for over the estimated useful lives of the assets
using the straight-line method in accordance with generally accepted accounting principles. OC San
also considers the guidelines of estimated useful lives as recommended in the State of California
Controller’'s Uniform System of Accounts for Waste Disposal Districts, which range from 3 to 75
years. The following are estimated useful lives for major classes of depreciable assets: Sewage
collection facilities — 50 years, Sewage treatment facilities — 40 years, Sewage disposal facilities —
40 years, General plant and administrative structures — 40 years, and other General plant and
administrative facilities and equipment — 4 to 25 years.

Restricted Assets

Certain assets are classified as restricted because their use is limited by applicable debt covenants.
Specifically, the assets are restricted for installment payments due on certificates of participation
and revenue obligations or are maintained by a trustee as a reserve requirement for the certificates
of participation and revenue obligations. When both restricted and unrestricted resources are
available for use, it is OC San’s policy to use restricted resources first, then unrestricted resources
as they are needed.

Amortization
Amortization of the excess purchase price over the book value of assets acquired is provided using
the straight-line method over an estimated useful life of 30 years.

Premiums and discounts on certificate anticipation notes and wastewater refunding revenue
obligations are amortized to interest expense over the respective terms of the installment obligations
based on the effective interest method (Note 4).
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ORANGE COUNTY SANITATION DISTRICT
Notes to Basic Financial Statements (Continued)
For the Year Ended June 30, 2021

Deferred Charges on Defeasances

For advance refundings resulting in defeasance of debt, the difference between the reacquisition
price and the net carrying amount of the old debt (i.e. deferred charges) is reported as a deferred
outflow of resources and amortized to interest expense based on the effective interest method over
the remaining life of the old debt or the life of the new debt, whichever is shorter. OC San’s deferred
charges on the refunding debt at June 30, 2021 are $21,716,099.

Net Position

Net position represents the total of assets and deferred outflows of resources less liabilities and
deferred inflows of resources, and is classified into two categories:

Net Investment in Capital Assets — This amount consists of capital assets, net of accumulated
depreciation, reduced by the outstanding balances of any borrowings used for the acquisition,
construction or improvement of those assets and excludes unspent debt proceeds. Deferred
outflows of resources that are attributable to the acquisition, construction or improvement of those
assets or related debt also are included in this component of net position.

Unrestricted — This amount represents the residual of amounts not classified in the other category
and represents the net position available for OC San.

Compensated Absences

OC San’s employees, other than operations and maintenance personnel, are granted vacation and
sick leave in varying amounts with maximum accumulations of 200 hours and 560 hours for vacation
and sick days earned but unused, respectively. Operations and maintenance personnel accrue
between 80 and 250 personal leave hours per year depending on years of service, which can be
accumulated up to a maximum of 440 hours. All accrued and unused vacation or personal leave is
paid to the employee upon termination or retirement of the employee. Accrued and unused sick
leave is paid to the employee at a percentage rate based on years of service, as stated in the
Memorandum of Understanding for each bargaining group.

Vacation and sick leave benefits and personal days are recorded as an expense and liability when
earned by eligible employees. The distribution between current and long-term portions of the liability
is based on historical trends.

Claims and Judgments

OC San records estimated losses when it is probable that a claim liability has been incurred and
when the amount of the loss can be reasonably estimated. Claims payable includes an estimate for
incurred but unreported claims. The distribution between current and long-term portions of the
liability is based on historical trends.

Pensions

OC San has two defined benefit pension plans for retirees: the plan maintained through and by the
Orange County Employees Retirement System (OCERS) and the Additional Retiree Benefit Account
(ARBA) administered directly by OC San. For purposes of measuring the net pension liability,
deferred outflows of resources related to pensions, deferred inflows of resources related to
pensions, and pension expense, information about the fiduciary net position of OC San’s cost
sharing multiple-employer plan with the OCERS plan (Plan) and additions to/deductions from the
Plan’s fiduciary net position have been determined on the same basis as they are reported by
OCERS. Benefit payments (including refunds of employee contributions) are recognized when due
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ORANGE COUNTY SANITATION DISTRICT
Notes to Basic Financial Statements (Continued)
For the Year Ended June 30, 2021

and payable in accordance with the benefit terms. Investments are reported at fair value. A deferred
outflow of resources and deferred inflow of resources related to pensions result from changes in the
components of the net pension liability and are applicable to a future reporting period (Note 5).

Property Taxes

The County is permitted by State law (Proposition 13) to levy taxes at one percent of full market
value (at time of purchase) and can increase the assessed value no more than two percent per year.
OC San receives a share of this basic levy, proportionate to what was received in the 1976 to 1978
period.

Property taxes are determined annually and attached as enforceable liens on real property as of
January 1 and are payable in two installments which become delinquent after December 10 and
April 10. The County bills and collects the property taxes and remits them to OC San in installments
during the year. Property tax revenues are recognized when levied. The Board of Directors has
designated property tax revenue to be used for the annual debt service requirements prior to being
used as funding for current operations.

Capital Facilities Capacity Charges

Capital facilities capacity charges represent fees imposed at the time a structure is newly connected
to OC San’s system, directly or indirectly, or an existing structure or category of use is increased.
This charge is to pay for OC San facilities in existence at the time the charge is imposed or to pay
for new facilities to be constructed that are of benefit to the property being charged.

Operating and Non-operating Revenues and Expenses

Operating revenues and expenses result from collecting, treating, and disposing of wastewater and
inspection and permitting services. OC San’s operating revenues consist of charges to customers
for the services provided. Operating expenses include the cost of providing these services,
administrative expenses, and depreciation and amortization expenses. All revenues and expenses
not meeting these definitions and which are not capital in nature are reported as non-operating
revenues and expenses.

Self-Insurance Plans

For the year ended June 30, 2021, OC San was self-insured for portions of workers’ compensation,
property damage, and general liability. The self-insurance portion of the workers’ compensation
exposure is the $1 million deductible per occurrence under the outside excess insurance coverage
to statutory levels. The self-insurance portion of the property damage exposure covering fire and
other perils is the $500,000 per occurrence deductible (for most perils) under the outside excess
property insurance coverage to $800 million. The self-insurance portion of the property damage
exposure covering flood is the $500,000 per occurrence deductible with outside excess property
insurance coverage to $100 million. The self-insurance portion of the property damage exposure
covering earthquake is the 5% per structure, minimum $5 million deductible with outside excess
insurance coverage to $25 million on covered structures. OC San has insured a number of key
structures against the peril of earthquake, all other structures are completely self-insured. The self-
insurance portion of the boiler & machinery exposure is the deductible ranging from $25,000 to
$350,000 under the outside excess boiler & machinery insurance coverage to $100 million per
occurrence combined limit. The self-insurance portion of the general liability exposure is the
$750,000 per occurrence deductible under the outside excess liability coverage to $40 million per
occurrence and aggregate. The self-insurance portion of the pollution liability exposure is the
$75,000 per loss deductible under the outside pollution liability insurance coverage to $10 million.
There were no significant changes in insurance coverage during fiscal year ended June 30, 2021.
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ORANGE COUNTY SANITATION DISTRICT
Notes to Basic Financial Statements (Continued)
For the Year Ended June 30, 2021

(2) Cash and Investments

Cash and investments as of June 30, 2021 are classified within the accompanying Statement of Net
Position as follows:

Statement of Net Position:
Current assets, unrestricted:
Cash and cash equivalents $ 96,935,365
Investments 863,703,323
Subtotal - current, unrestricted 960,638,688
Noncurrent assets, restricted:
Cash and cash equivalents 120
Total cash and investments $ 960,638,808

Cash and investments consist of the following as of June 30, 2021:

Cash on hand $ 6,634
Deposits with financial institutions 1,649,226
Managed portfolio - cash and investments 958,982,828
Subtotal - unrestricted cash and investments 960,638,688
Monies held by trustees:
Cash and cash equivalents 120
Total cash and investments $ 960,638,808
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Notes to Basic Financial Statements (Continued)
For the Year Ended June 30, 2021

Investments Authorized by the California Government Code and OC San’s Investment Policy

The following table identifies the investment types that are authorized by the California Government
Code and OC San’s investment policy. This table and the subsequent tables identify certain
provisions of either the California Government Code or OC San’s investment policy (whichever is
more restrictive) that address interest rate risk, credit risk, and concentration of credit risk.

Maximum
Maximum Investment
Investment Type - Authorized by Maximum Percentage in a Single
the California Government Code Maturity (1) 3) of Portfolio (1) Issuer (1)
Local Agency Bonds 5 years 10% (2 5% (2)
U.S. Treasury Obligations 5 years No limit No limit
California State Treasury Obligations 5 years No limit No limit
U.S. Agency Securities 5 years No limit 20% (2)
Banker's Acceptances 180 days 40% 5% (2)
Commercial Paper 270 days 40% 5% (2)
Negotiable Certificates of Deposit 5 years 30% 5% (2)
Certificates of Deposit 5 years No limit 5% (2)
Repurchase Agreements 1 year 20% (2 5% (2
Reverse Repurchase Agreements 90 days (2) 5% (2 5% )
Corporate Medium-Term Notes 5 years 30% 5% (2)
Mutual Funds N/A 20% 10%
Money Market Mutual Funds N/A 20% 20%
Mortgage Pass-Through Securities/ o o
CMO/Asset-Backed Securities 5 years 20% %@
County Investment Pools N/A 15% (2) 15% (2)
Local Agency Investment Fund (LAIF) N/A No limit No limit
Supranational Obligations 5 years 30% 30%
Public Bank Obligations 5 years No limit 5% (2)
Notes
(1) Restrictions are in accordance with the California Government Code unless indicated otherwise.
(2) The restriction is in accordance with OC San's Investment Policy which is more restrictive than the California Government Code.
(3) As allowed by California Government Code Section 53601, the Board of Directors has adopted a policy of a maximum
maturity of 5 years for investments purchased by OC San's external money manager for the long-term investment portfolio.
The duration of the long-term investment portfolio can never exceed 60 months. Investments purchased for the short-term
portfolio are subject to the maturity restrictions noted in this table.
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Notes to Basic Financial Statements (Continued)
For the Year Ended June 30, 2021

Investments Authorized by Debt Agreements

The investment of debt proceeds held by trustees is governed by provisions of the debt covenant
agreements, rather than the general provisions of the California Government Code or OC San’s
investment policy. The following table identifies the investment types that are authorized for
investments held by OC San’s debt trustees. This table and the subsequent tables identify certain
provisions of the debt covenant agreements that address interest rate risk, credit risk, and
concentration of credit risk.

Maximum Maximum

Investment Type - Authorized by Maximum Percentage Investment in a
the Debt Covenant Agreement Maturity of Portfolio Single Issuer
U.S. Treasury Obligations No Limit No limit No limit
U.S. Agency Securities No Limit No limit No limit
State and Local Agency Bonds No Limit No limit No limit
Certificates of Deposit No Limit No limit No limit
Banker's Acceptances 180 days No limit No limit
Repurchase Agreements 1 year No limit No limit
Investment Agreements No Limit No limit No limit
Forward Purchase Agreements No Limit No limit No limit
Resene Fund Put Agreements No Limit No limit No limit
Guaranteed Investment Contracts No Limit No limit No limit
Commercial Paper 270 days No limit No limit
Money Market Mutual Funds N/A No limit No limit
Local Agency Investment Fund (LAIF) N/A No limit No limit

Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value
of an investment. Generally, the longer an investment has before maturity, the greater the sensitivity
of its fair value to changes in market interest rates. One of the ways that OC San manages its
exposure to interest rate risk is by purchasing a combination of shorter term and longer term
investments and by timing cash flows from maturities so that a portion of the portfolio is maturing or
coming close to maturity evenly over time, as necessary to provide the cash flow and liquidity needed
for operations.

OC San monitors the interest rate risk inherent in its managed portfolio by measuring the modified
duration of its portfolio. The duration of monies held for shorter term purposes is recommended by
OC San'’s Treasurer and is based on OC San’s cash flow requirements in meeting current operating
and capital needs. The average duration of monies invested for shorter term purposes may never
exceed 180 days. The duration of monies held for longer term purposes is recommended annually
by OC San’s Treasurer and is based on OC San'’s five-year cash flow forecast. The average duration
may not exceed 120 percent nor be less than 80 percent of the recommended duration. The average
duration of monies invested for longer term purposes may never exceed 60 months. There is no
stated maximum maturity for the Money Market Mutual Funds. The money market mutual funds for
BlackRock Institutional Fund and First American Government Obligations Fund are daily liquid funds
available on demand.
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For the Year Ended June 30, 2021

Following is a table which summarizes OC San’s managed portfolio investments by purpose with

the modified duration as of June 30, 2021:

Total Portfolio
* Includes highly sensitive securities.

Modified Modified

Duration Duration
Investment Type Fair Value (inyears) (in months)

Short-Term Portfolio:

U.S. Treasury Notes $ 132,645,925 0.390 4.68
Local Agency Investment Fund 67,790,589 0.797 9.57
U.S. Treasury Bills 30,998,766 0.152 1.82

Money Market Mutual Funds 14,334,524 - -
Negotiable Certificates of Deposit 8,002,330 0.825 9.89
Commercial Paper 7,993,120 0.535 6.41
U.S. Agency Securities 7,524,549 0.153 1.84
Corporate Medium-Term Notes 6,110,960 0.803 9.64
Short-term portfolio subtotal 275,400,763 0.463 5.56

Long-Term Portfolio:

U.S. Treasury Notes 229,042,275 2.703 32.44
U.S. Agency Securities* 172,573,819 2.862 34.34
Corporate Medium-Term Notes 146,697,464 2.375 28.50
Supranationals 61,692,730 2.992 35.91
Asset Backed Securities/CMO* 30,756,748 1.362 16.34
Negotiable Certificates of Deposit 17,004,560 0.767 9.20
U.S. Treasury Inflation-Protected Securities (TIPS) 12,574,071 3.070 36.84
Commercial Paper 11,999,040 0.071 0.85

Money Market Mutual Funds 1,155,352 - -
U.S. Gout. Backed Mortgage Pools (GNMA)* 86,006 3.149 37.79
Long-term portfolio subtotal 683,582,065 2.546 30.55

$ 956,982,828
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ORANGE COUNTY SANITATION DISTRICT
Operating Indicators
June 30, 2021

District Organization: The Orange County Sanitation District is one consolidated district made up of two
revenue areas which service unincorporated county areas and twenty-three cities and related special districts, as

follows:
Consolidated Revenue Area
Orange County (unincorporated areas)
Cities:
Anaheim Huntington Beach Santa Ana
Brea Irvine Seal Beach
Buena Park La Habra Stanton
Costa Mesa La Palma Tustin
Cypress Los Alamitos Villa Park
Fountain Valley Newport Beach Westminster
Fullerton Orange Yorba Linda
Garden Grove Placentia
Special Districts:
Costa Mesa Sanitary District
Midway City Sanitary District
Yorba Linda Water District
Revenue Area No. 14
Orange County (unincorporated areas)
Cities:
Irvine
Orange
Tustin
Special District:
Irvine Ranch Water District
Governing Body: 25-member Board of Directors
Authorized Full-Time Equivalent Employees: 639
Operational Date: July 1, 1954
Authority: California Health & Safety Code Section 4700 et. seq.
Services: Wastewater collection, treatment, and disposal
Service Area: 479 square miles
Population Served: 2.6 million
Total Miles of Sewers (including force mains): 388 miles
On-Plant Pumping Stations: 2
Off-Plant Pumping Stations: 15
Wastewater System Treatment Capacities (Million Gallons per Day)
Actual Flows Existing Primary Existing Secondary
FY20-21 Treatment Capacity Treatment Capacity
Plant 1 118 208 182
Plant 2 64 168 150
Total 182 376 332

Source: Orange County Sanitation District's Financial Management Division.
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