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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The following is a summary of the more significant accounting policies of the County of Orange:
A. Reporting Entity
The County is a legal subdivision of the State of California charged with general governmental powers. The
County's powers are exercised through an elected five-member Board of Supervisors, which, as the
governing body, is responsible for the legislative and executive control of the County. The County provides
a full range of general government services, including police protection, detention and correction, public
assistance, health and sanitation, recreation, library, flood control, public ways and facilities, waste
management, airport management, and general financial and administrative support.
As required by generally accepted accounting principles in the United States of America (GAAP), these
financial statements present the County (the primary government) and its component units, entities for
which the County is considered to be financially accountable. Blended component units, although legally
separate entities are, in substance, part of the County's operations, and the County Board of Supervisors is
typically their governing body. Therefore, data from these component units are combined with data of the
primary government. Discretely presented component units are reported in a separate column in the
government-wide financial statements to emphasize that they are legally separate from the County.
Management applied the criteria of Governmental Accounting Standards Board (GASB) Statement No. 14,
“The Financial Reporting Entity,” and Statement No. 39, “Determining Whether Certain Organizations are
Component Units – an amendment of GASB Statement No. 14,” to determine whether the following
component units should be reported as blended or discretely presented component units:
Blended Component Units
Orange County Flood Control District The governing body of the District is the County’s governing
body. Among its duties, it approves the District’s budget, determines the District’s tax rates, approves
contracts, and appoints the management. The District is reported in governmental fund types.
Orange County Development Agency (OCDA) The governing body of the Agency is the County’s
governing body. Among its duties, it approves the Agency’s budget and appoints the management.
The Agency is reported in governmental fund types. Separate financial statements are issued for this
component unit. Copies of the financial statements can be obtained from Housing & Community
Services Accounting Department.
Orange County Housing Authority The governing body of the Authority is the County’s governing
body. Among its duties, it approves the Authority’s budget, determines the rates and charges for the
use of facilities and appoints the management. The Authority is reported in governmental fund types.
Orange County Financing Authority The Authority is a joint powers authority of the Orange County
Development Agency and the Orange County Housing Authority, formed for the purpose of assisting the
Orange County Development Agency in financing and refinancing its redevelopment projects and
activities. The governing body of the Authority is the County’s governing body. The Authority is reported
in governmental fund types.
Orange County Special Financing Authority The Authority is a joint powers authority of the County and
the Orange County Development Agency, formed to assist in the refinancing of the County’s Teeter
Plan program, and in the financing of public capital improvements and other projects. The governing
body of the Authority is the County’s governing body. Separate financial statements are issued for this
component unit. Copies of the financial statements can be obtained from the County Executive Office
(CEO)/Public Finance Accounting. The Authority is reported in governmental fund types.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
A. Reporting Entity (Continued)
Blended Component Units (Continued)
Orange County Public Financing Authority The Authority is a joint powers authority of the County and
the Orange County Development Agency, formed to provide financial assistance to the County by
financing the acquisition, construction, and improvement of public facilities in the County. The
governing body of the Authority is the County’s governing body. The Authority is reported in
governmental fund types.
Orange County Public Facilities Corporation The Corporation has its own five member governing
body appointed by the County’s governing body, and provides services entirely to the primary
government (the County) through the purchase, construction or leasing of land and/or facilities which
are then leased back to the County. The Corporation is reported in governmental fund types.
County Service Areas, Special Assessment Districts, and Community Facilities Districts The
governing body of County Service Areas, Special Assessment Districts, and Community Facilities
Districts (“special districts”) is the County’s governing body. Among its duties, it approves the special
districts’ budgets, and approves parcel fees, special assessments and special taxes. The special
districts are reported in governmental fund types.
In-Home Supportive Services (IHSS) Public Authority The governing body of the Authority is the
County's governing body. The Public Authority was established by the County Board of Supervisors to
act as the employer of record for the individual providers for the IHSS program. The duties of the Public
Authority include collective bargaining for the individual providers, establishing a registry of providers,
investigating the background of providers and providing training to both IHSS providers and consumers.
The Authority is reported in governmental fund types.
Discretely Presented Component Unit
Children and Families Commission of Orange County The Commission is administered by a governing
board of nine members, who are appointed by the County Board of Supervisors. Its purpose is to
develop, adopt, promote and implement early childhood development programs in the County, funded
by additional State taxes on tobacco products approved by California voters via Proposition 10 in
November 1998. The Commission is presented as a discretely presented component unit of the County
because, although the County Board of Supervisors has no control over the revenues, budgets, staff, or
funding decisions made by the Commission, the appointed Commission members serve at the will of
the Board members who appoint them. A separate stand-alone annual financial report can be obtained
by writing to the Children and Families Commission of Orange County, 17320 Redhill Avenue, Suite
200, Irvine, CA 92614.
B. Government-Wide and Fund Financial Statements
The basic financial statements include both the government-wide and fund financial statements. The
government-wide financial statements are prepared using the accrual basis of accounting and the economic
resources measurement focus. The government-wide financial statements report long-term liabilities and
capital assets. Depreciation expense and accumulated depreciation are displayed on the government-wide
financial statements. The capital assets and related depreciation include the costs and depreciation of
infrastructure assets.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
B. Government-Wide and Fund Financial Statements (Continued)
The fund financial statements for the governmental funds are prepared under the modified accrual basis
of accounting and the current financial resources measurement focus. Fund financial statements are
shown separately for specific major governmental funds, and in total for all other governmental funds.
Fund financial statements for proprietary funds are reported under the accrual basis of accounting and
the economic resources measurement focus. Major enterprise funds are shown separately, with internal
service funds shown in total. Financial data for the internal service funds is included with the
governmental funds for presentation in the government-wide financial statements. Fiduciary funds are
displayed by category in the fund financial statements, but are not reported in the government-wide
financial statements, because the assets of these funds are not available to the County.
Government-Wide Financial Statements
GASB Statement No. 34, “Basic Financial Statements – and Management’s Discussion and Analysis – for
State and Local Governments” mandates the presentation of two basic government-wide financial
statements:
•
•

Statement of Net Assets
Statement of Activities

The scope of the government-wide financial statements is to report information on all of the non-fiduciary
activities of the primary government and its component units.
Governmental activities, which are normally supported by taxes, intergovernmental revenues, other
nonexchange revenues, and business-type activities, which are financed by fees charged to external parties
for goods or services, are reported in separate columns, with a combined total column presented for the
primary government. Likewise, the primary government is reported separately from certain legally separate
component units for which the primary government is financially accountable.
The government-wide Statement of Net Assets displays the financial position of the primary government,
in this case the County, and it’s discretely presented component unit. The Statement of Net Assets
reports the County's financial and capital resources, including infrastructure, as well as the County’s longterm obligations. The difference between the County’s assets and liabilities is its net assets. Net assets
represent the resources that the County has available for use in providing services after its debt is settled.
These resources may not be readily available or spendable and consequently are classified into the
following categories of net assets in the government-wide financial statements:
•

Net Assets Invested in Capital Assets, Net of Related Debt This amount is derived by subtracting the
outstanding debts incurred by the County to buy or construct capital assets shown in the Statement of
Net Assets, net of depreciation.

•

Restricted Net Assets This category represents restrictions imposed on the use of the County’s
resources by parties outside of the government or by law through constitutional provisions or enabling
legislation. Examples of restricted net assets include federal and state grants that are restricted by
grant agreements for specific purposes and restricted cash set aside for debt service for governmental
activities payments. At June 30, 2005, the County’s governmental activities reported restricted net
assets of $913,153 restricted for the purposes of capital projects, debt service, legally segregated
special revenue funds restricted for grants and other purpose, and regional park endowment.
Restricted Net Assets for business-type activities amounted to $347,401 and are restricted for the use
of Airport and Waste Management activities, including debt service.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
B. Government-Wide and Fund Financial Statements (Continued)
Government-Wide Financial Statements (Continued)
•

Unrestricted Net Assets These assets are resources of the County that can be used for any purpose,
though they may not necessarily be liquid. In addition, assets in a restricted fund that exceed the
amounts required to be restricted by external parties or enabling legislation are reported as unrestricted
net assets.

The government-wide Statement of Activities demonstrates the degree to which the direct expenses of a
given function or segment are offset by program revenues and the extent to which the function or segment
is supported by general government revenues, such as property taxes, local unrestricted sales taxes, and
investment earnings. Direct expenses are those that are clearly identifiable with a specific function or
segment. Indirect expenses are allocated to the programs where the revenue is earned. Program revenues
include:
•

Charges and fees to customers or applicants for goods, services, or privileges provided, including fines,
forfeitures, and penalties related to the program
• Operating grants and contributions
• Capital grants and contributions, including special assessments

Taxes and other items such as unrestricted investment earnings not properly included among program
revenues are reported instead as general revenues.
Fund Financial Statements
Separate fund financial statements are provided for governmental funds, proprietary funds and fiduciary
funds, even though the latter are excluded from the government-wide financial statements. The focus of
governmental and proprietary fund financial statements is on major funds. The financial information of
each major fund is shown in a separate column in the fund financial statements, with the data for all
nonmajor governmental funds aggregated into a single column and all nonmajor proprietary funds
aggregated into a single column. GASB Statement No. 34 sets forth minimum criteria (specified
minimum percentages of the assets, liabilities, revenues or expenditures/expenses of a fund category
and of the governmental and enterprise funds combined) for the determination of major funds. In addition
to funds that meet the minimum criteria, any other governmental or enterprise fund that the government
believes is of particular importance to financial statement users may be reported as a major fund.
The County reports the following major governmental funds:
General Fund This fund accounts for resources traditionally associated with government and all other
resources, which are not required legally, or by sound financial management, to be accounted for in another
fund. Revenues are primarily derived from taxes; licenses, permits and franchises; fines, forfeitures and
penalties; use of money and property; intergovernmental revenues; charges for services; and other
revenues. Expenditures are primarily expended for functions of general government, public protection,
public ways and facilities, health and sanitation, public assistance, capital outlay, and debt service.
Roads This fund accounts for the maintenance and construction of roadways, and for specialized
engineering services to other governmental units and the public. Revenues consist primarily of the County’s
share of state highway users’ taxes, federal funds and charges for engineering services provided.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
B. Government-Wide and Fund Financial Statements (Continued)
Fund Financial Statements (Continued)
Public Library This fund accounts for library services for the unincorporated areas as well as some of the
incorporated areas within the County. Property taxes provide most of the fund’s revenue and licenses,
permits, federal and state aid and charges for services provide the remaining revenue.
Tobacco Settlement This fund accounts for tobacco settlement monies allocated to the County from the
State of California, pursuant to the Master Settlement Agreement concluded on November 23, 1998
between the major tobacco companies and 46 states (including California), the District of Columbia and four
U.S. Territories. On November 7, 2000, Orange County voters passed Measure H. This measure requires
the County to utilize its share of the national tobacco litigation settlement revenues in the following
percentages:
•
•

80% for specified health care services
20% for public safety

Refunding Bonds and Recovery Certificates of Participation (COPs) and Debt Prepayment This fund
accounts for the debt service transactions handled by the trustee bank for the Orange County Refunding
Recovery Bonds and the 1996 Recovery Certificates of Participation and the prepayment of the County’s
outstanding bonds.
Flood Control District This fund accounts for the planning, construction, operation, and maintenance of
regional flood protection and water conservation works, such as dams, control channels, retarding basins
and other flood control infrastructure.
Harbors, Beaches, and Parks This fund accounts for the development and maintenance of County harbors,
tidelands and related aquatic recreational facilities, as well as the acquisition, operation and maintenance of
County beaches, inland regional park recreation facilities and community park sites in the unincorporated
areas. Revenues consist primarily of property taxes, state aid, lease and concession revenues, and park
and recreation fees.
The County reports the following major proprietary enterprise funds:
Airport This fund accounts for major construction and for self-supporting aviation-related activities rendered
at John Wayne Airport, Orange County. The Airport’s staff coordinates and administers general business
activities related to the Airport, including concessions, fixed base operations, leased property, and aircraft tie
down facilities.
Waste Management This fund accounts for the operation, expansion, and closing of existing landfills and
the opening of new landfills. Monies are collected through gate tipping fees, which users pay based
primarily on tonnage.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
B. Government-Wide and Fund Financial Statements (Continued)
Fund Financial Statements (Continued)
Additionally, the County reports the following fund types:
Internal Service Funds The County of Orange reports eight Internal Service Funds. These proprietary
funds are used to account for the financing of services provided by one County department or agency to
other County departments or agencies, or to other governmental entities, on a cost-reimbursement basis.
The services provided by these funds are Insurance, Transportation, Publishing, and Information and
Technology. Internal Service Funds are presented in summary form as part of the proprietary fund financial
statements. Since the principal users of the internal services are the County’s governmental activities,
financial statements of Internal Service Funds are consolidated into the governmental activities column
when presented at the government-wide level.
Fiduciary Fund Types The County of Orange has a total of 233 trust and agency funds for FY 2004-05.
These trust and agency funds are used to account for assets held on behalf of outside parties or employees,
including other governments. When these assets are held under the terms of a formal trust agreement, a
private-purpose trust, pension trust, investment trust or educational investment trust fund is used. Agency
funds are used to account for assets that the County holds on behalf of others as their agent.
C. Measurement Focus and Basis of Accounting
Government-Wide Financial Statements
The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. With this measurement focus, all assets and all liabilities associated
with the operation of these funds are included on the Statement of Net Assets. Revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardless of the timing of the related
cash flows. Property taxes are recognized as revenues in the year for which they are levied. Grants and
similar items are recognized as revenue as soon as all eligibility requirements imposed by the provider have
been met.
For purposes of not overstating the true costs and program revenues reported for the various functions,
interfund activities (e.g. interfund transfers and interfund reimbursements) have been eliminated from the
government-wide Statement of Activities. Exceptions to the general rule are interfund services provided and
used between functions, such as charges for auditing and accounting fees between the general government
function and various other functions of the primary government. Elimination of these interfund activities
would distort the direct costs and program revenues reported for the various functions concerned.
Additionally, only the interfund transfers between governmental and business-type activities are reported in
the Statement of Activities.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. Measurement Focus and Basis of Accounting (Continued)
Governmental Fund Financial Statements
Governmental funds are used to report all governmental activities that are not primarily self-funded by fees
or charges to external users or other funds and are not fiduciary activities. These activities include the
County’s basic services to its citizenry and to other agencies, including general government, public
protection, public ways and facilities, health and sanitation, public assistance, education and recreation and
cultural services. There are five types of governmental funds:
•
•
•
•
•

General Fund
Special Revenue Funds
Capital Projects Funds
Debt Service Funds
Permanent Fund

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Under this method of accounting, revenues and other
governmental fund type financial resources increments (i.e., bond issuance proceeds) are recognized in the
accounting period in which they become susceptible to accrual - that is, when they become both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the County
considers revenues to be available if they are collected within 60 days after the end of the current fiscal
period.
Revenues that are accrued include real and personal property taxes, sales taxes, motor vehicle in-lieu
taxes, fines, forfeitures and penalties, interest, federal and state grants and subventions, charges for current
services, and the portion of long-term sales contracts and leases receivable that are measurable and
available and where collectibility is assured. Revenues that are not considered susceptible to accrual
include penalties on delinquent property taxes and minor licenses and permits. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met,
provided that the revenues are also available. If intergovernmental revenues are received later than 60
days, then a receivable is recorded, along with deferred revenue. Once the grant reimbursement is
received, revenue and cash are recorded, while the receivable and deferred revenue are eliminated. As of
June 30, 2005, the County reported deferred revenue of $244,592 in the governmental funds’ Balance
Sheet, of which $164,216 represents the amount of intergovernmental revenues unavailable for revenue
recognition.
Most expenditures are recorded when the related fund liabilities are incurred. However, inventory type
items are considered expenditures at the time of use and principal and interest expenditures on bonded
debt and capital leases are recorded in the year they become due for payment. Costs of claims, judgments,
compensated employee absences and employer pension contributions are recorded as expenditures at
fiscal year-end if they are due and payable. The related long-term obligation is recorded in the governmentwide financial statements. Commitments such as purchase orders and contracts for materials and services
are recorded as encumbrances. Reservations of fund balance are created for encumbrances outstanding at
year-end.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. Measurement Focus and Basis of Accounting (Continued)
Governmental Fund Financial Statements (Continued)
When both restricted and unrestricted resources are available for use, it is the County’s policy to use
restricted resources first, and then unrestricted resources as they are needed.
Because the fund financial statements are presented on a different measurement focus and basis of
accounting than the government-wide financial statements, a reconciliation is presented to explain the
adjustments necessary to reconcile fund financial statements to the government-wide financial statements.
Proprietary Fund Financial Statements
Proprietary funds are used to account for business-type activities, which are financed mainly by fees and
charges to users of the services provided by the funds’ operations. Proprietary funds distinguish operating
revenues and expenses from nonoperating items. Operating revenues and expenses generally result from
providing services and producing and delivering goods in connection with a proprietary fund’s principal
ongoing operations. All revenues and expenses not meeting this definition are reported as nonoperating
revenues and expenses.
Under GASB Statement No. 20, the County has elected not to apply Financial Accounting Standards Board
pronouncements issued after November 30, 1989 when preparing the government-wide and enterprise fund
financial statements.
There are two types of proprietary funds:
•
•

Enterprise Funds
Internal Service Funds

The County has two enterprise funds: John Wayne Airport Enterprise Fund and Integrated Waste
Management Enterprise Fund. The principal operating revenues of the John Wayne Airport and Waste
Management enterprise funds are charges to customers for (1) landing fees, terminal space rental, auto
parking, concessions, and aircraft tie-down fees and (2) disposal fees charged to users of the waste
disposal sites, respectively.
Internal Service Funds are used to report activities that provide goods or services to other funds of the
County. The Internal Service Funds receive revenues through cost-reimbursements of the goods and
services provided to other County departments and agencies. Operating expenses for enterprise funds and
internal service funds include the cost of sales and services, administrative expenses, and depreciation on
capital assets.
Fiduciary Fund Financial Statements
Fiduciary funds are used to account for assets held in a trustee or agency capacity and cannot be used to
support the County’s own programs. Trust funds are accounted for using the economic resources
measurement focus and accrual basis of accounting. Agency funds report only assets and liabilities and
therefore, do not have a measurement focus; however, agency funds use the accrual basis of accounting to
recognize receivables and payables.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
D. Budget Adoption and Revision
No later than October 2nd of each year, after conducting public hearings concerning the proposed budget,
the County Board of Supervisors adopts a budget in accordance with Government Code Sections
29000-29144 and 30200. The County publishes the results of this initial budgeting process in a separate
report, the "Final Budget," which specifies all accounts established within each fund-agency unit (a collection
of account numbers necessary to fund a certain division or set of goal-related activities).
Throughout the year the original budget is adjusted to reflect increases or decreases in revenues and
changes in fund balance, offset by an equal amount of increased appropriations for new reimbursement
contracts. Department heads are authorized to approve appropriation transfers within a fund-agency unit.
However, appropriation transfers between fund-agency units require approval of the Board of Supervisors.
Accordingly, the lowest level of budgetary control exercised by the County's governing body is the fundagency unit level.
Annual budgets are adopted on a basis consistent with GAAP. Budgeted governmental funds consist of the
General Fund, major funds, and other nonmajor governmental funds. Budgetary comparison statements are
prepared only for the General Fund and major special revenue funds (listed below) for which the County
legally adopts annual budgets, and are presented as part of the basic financial statements. The budgetary
comparison statements provide three separate types of information: (1) the original budget, which is the first
complete appropriated budget; (2) the final amended budget which includes all legally authorized changes
regardless of when they occurred; and (3) the actual amounts of inflows and outflows during the year for
budget-to-actual comparisons.
The major special revenue fund Budgetary Comparison Statements reported by the County in the Basic
Financial Statements are:
•
•
•
•
•

Roads
Public Library
Tobacco Settlement
Flood Control District
Harbors, Beaches, and Parks

Budgetary comparison information for the Refunding Bonds & Recovery COPs and Debt Prepayment major
debt service fund and the nonmajor governmental funds are presented in the “Budgetary Comparison
Schedules” in the Supplemental Information section.
E. Excess of Expenditures over Appropriations
For FY 2004-05, expenditures exceeded appropriations in the Social Services Agency (SSA) (the legal level
of budgetary control) of the General Fund by $8,445 caused by the County entering into a capital lease for a
building with a net present value of $38,609. The Board of Supervisors approved the execution of this
capital lease on February 23, 2005, without increasing appropriations. This excess expenditure was funded
by other financing source of $38,609. The County will annually budget the required lease payments, but
does not budget for the GAAP requirement to report both other financing source and expenditure equal to
the net present value of the minimum lease payments at the inception of the lease. GAAP requires
reporting the initial other financing source and expenditure for the net present value, as well as reporting the
annual lease payment expenditure.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
F. Cash and Investments
The County maintains two cash and investment pools: the Orange County Investment Pool (“the County
Pool”) and the Orange County Educational Investment Pool (“the Educational Pool”), the latter of which is
utilized exclusively by the County’s public school and community college districts. These pools are
maintained for the County and other non-County entities for the purpose of benefiting from economies of
scale through pooled investment activities.
The County has stated required investments at fair value in the accompanying financial statements.
Management contracts with an outside service to provide pricing for the fair value of investments in the
portfolio. Securities listed or traded on a national securities exchange are valued at the last quoted sales
price. Short-term money market instruments are valued using an average of closing prices and rate data
commonly known as matrix pricing.
Other than proceeds held by the County, proceeds from County-issued bonds are held by trustees and are
invested in instruments authorized by the respective trust agreements including medium-term notes, mutual
funds, investment agreements, repurchase agreements, and U.S. Government securities. Short-term
investments are reported at cost, while long-term investments, such as U.S. Government securities, are
stated at fair value. The trustee uses an independent service to value those securities, which are stated at
fair value.
G. Inventory of Materials and Supplies
Inventories consist of expendable materials and supplies held for consumption. Inventories are valued at
cost determined on a moving weighted average basis. Applicable fund balances are reserved for amounts
equal to the inventories on hand at the end of the fiscal year, as these amounts are not available for
appropriation and expenditure. The costs of inventory items are recorded as expenditures/expenses when
issued to user departments/agencies.
H. Prepaid Costs
The County pays for certain types of services in advance such as insurance premiums and rents and
recognizes these costs in the period during which services are provided.
Applicable fund balances are
reserved for amounts equal to the prepaid cost at the end of the fiscal year in the governmental funds. At
June 30, 2005, the County has prepaid costs of $158,854 in the Statement of Net Assets, which primarily
consist of the County’s Investment Account with the Orange County Employees Retirement System
(OCERS) for future pension costs of $152,475. See Note 17 for additional information regarding this
pension investment asset for the OCERS Pension Plan.
I.

Land and Improvements Held for Resale
These assets, held by the OCDA, are valued at the lower of cost or estimated net realizable value.

J.

Capital Assets
Capital assets are defined as assets of a long-term character that are intended to be held or used in
operations, such as land, structures and improvements, equipment, and infrastructure. Infrastructure
assets are grouped by networks consisting of flood channels, roads, bridges, trails, traffic signals, and
harbors.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
J.

Capital Assets (Continued)
Capital assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated fair market value at the date of donation. Capital assets
with an original unit cost equal to or greater than the County’s capitalization threshold shown in the table
below are reported in the applicable governmental or business-type activities columns in the governmentwide financial statements.
Asset Type
Land
Structures and Improvements
Equipment
Infrastructure

Capitalization Threshold
$0
$ 150
$5
$0

Depreciation is provided on a straight-line basis over the estimated useful lives of the related assets.
Estimated useful lives of structures and improvements, equipment, and infrastructure are as follows:
Structures and Improvements
Equipment
Infrastructure:
Flood Channels
Roads
Bridges
Trails
Traffic Signals
Harbors

10 to 50 years
2 to 20 years
50 to 99 years
10 to 20 years
50 years
20 years
15 years
20 to 50 years

Maintenance and repair costs are expensed in the period incurred. Expenditures that materially increase
the capacity or efficiency or extend the useful life of an asset are capitalized and depreciated. Upon the sale
or retirement of the capital asset, the cost and related accumulated depreciation, if applicable, are
eliminated from the respective accounts and any resulting gain or loss is included in the Statement of
Activities and proprietary funds Statement of Revenues, Expenses and Changes in Fund Net Assets.
K. Self-Insurance
The County is self-insured for general and automobile liability and workers' compensation claims, and for
claims arising under the group health indemnified plans, group salary continuance plan, group dental
plan, and unemployment benefits program. Liabilities are accrued based upon case reserves,
development of known and incurred but not reported claims, including allocated loss adjustment
expenses (See Note 15).
L. Property Taxes
The provisions of the California Constitution and Revenue and Taxation Code govern assessment,
collection, and apportionment of real and personal property taxes. Real and personal property taxes are
computed by applying approved property tax rates to the assessed value of properties as determined by the
County Assessor, in the case of locally assessed property, and as determined by the State Board of
Equalization, in the case of State-assessed public utility unitary and operating non-unitary property.
Property taxes are levied annually, with the exception of the supplemental property taxes, which are levied
when supplemental assessment events, such as sales of property or new construction, take place.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
L. Property Taxes (Continued)
The County collects property taxes on behalf of all property tax-receiving agencies in Orange County.
Property tax-receiving agencies include the school districts, cities, community redevelopment agencies,
independently governed special districts (not governed by the County Board of Supervisors), special
districts governed by the County Board of Supervisors, and the County General Fund.
Property taxes receivables are recorded as of the date levied in property tax unapportioned funds, which are
classified as agency funds. When collected, the property taxes are deposited into the County Treasury in
the property tax unapportioned funds, where they are held in the unapportioned taxes liability accounts
pending periodic apportionment to the taxing agencies. The property tax unapportioned funds are included
in the agency funds category of the County’s fund financial statements because the unapportioned taxes
are collected and held on behalf of other governmental agencies.
Property tax collections are apportioned (disbursed) to the tax-receiving agencies periodically from the tax
unapportioned funds based on various factors including statutory requirements, materiality of collections
received, tax delinquency dates, the type of property tax roll unapportioned fund (secured, unsecured,
supplemental, delinquent secured, delinquent unsecured, delinquent supplemental, homeowners’ property
tax subvention, or public utility), and cash flow needs of the tax-receiving agencies.
Property tax revenues are recognized in the fiscal year for which they are levied, provided they are due
within the fiscal year and collected within 60 days after the fiscal year-end. Property tax revenues are also
recognized for unsecured and supplemental property taxes that are due at year-end, and are collected
within 60 days after the fiscal year-end, but will not be apportioned until the next fiscal year due to the timing
of the tax apportionment schedule. The County’s portion of the unapportioned taxes at June 30, 2005 is
allocated to and recorded in the corresponding funds for reporting purposes.
Unsecured and supplemental property tax levies that are due within the fiscal year but are unpaid at fiscal
year-end are recorded as unearned revenue. The County uses the direct write-off method to recognize
uncollectible taxes receivable.
The County maintains records of disputed property taxes, such as those properties for which the values
have been appealed to the local Assessment Appeals Boards. Upon final disposition of the appeals and
disputes, the amounts are either refunded to taxpayers or the tax bills are corrected. As of June 30, 2005,
tax refunds and assessed value tax roll corrections resulting from property tax appeals and other disputes
represented approximately 0.82 percent of the combined beginning secured and unsecured property tax roll
charge.
Beginning in FY 2004-05, a sales tax-property tax swap known as the “triple flip” was instituted. The triple
flip local government package was part of Proposition 57, a State ballot measure approved by the voters in
March 2004. Proposition 57 suspended the one-quarter cent portion of the sales tax dedicated to local
government and replaced it with property taxes (the “Countywide Adjustment Amount”) equal to the lost
sales tax revenue. Since the County’s portion of sales tax is pledged to the repayment of the Recovery
COPs, legislation was enacted that amended the applicable Government Code provisions, adding the
Countywide Adjustment Amount as security for the Recovery COPs. For more information on the Recovery
COPs, refer to Note 9, Long-Term Obligations and Note 19, Subsequent Events.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
L. Property Taxes (Continued)
In addition, legislation adopted as part of the State’s 2004-05 budget process and Proposition 1A,
approved by voters on November 2, 2004, permanently reduced the VLF from 2.00% to 0.65%, swapped
county and city VLF revenues for property taxes, equal to the difference between the VLF rate of 2.00%
and 0.65% with a revenue-neutral impact, provided for an allowance of $54,000 for continuing Orange
County’s share of intercepted VLF dedicated to the debt service on the Recovery COPs and Recovery
Bonds, provided for a two-year shift of property taxes from counties, cities, redevelopment agencies, and
special districts to school districts to partially reduce the State’s General Fund deficit, in the total
Statewide amount of $1,300,000 for each of fiscal years 2004-05 and 2005-06 and established new
Constitutional restrictions on the State’s ability to impose unfunded mandates and limits the State’s ability
to reduce County revenues in the future.
The following are significant dates on the property tax calendar:
California
Revenue & Taxation
Code Section
Supplemental assessments are effective on the 1st day of the month
following the new construction or ownership change.

75.41

Property tax lien date is January 1.

2192

Unsecured taxes on the roll as of July 31 are delinquent August 31.

2922

Assessor delivers roll to Auditor-Controller July 1.

616, 617

Tax roll is delivered to the Tax Collector on or before the levy date
(the 4th Monday in September).

2601

Secured tax payment due dates are:
1st Installment - November 1, and
2nd Installment - February 1.

2605
2606

Secured tax delinquent dates (last day to pay without a penalty) are:
1st Installment - December 10, and
2nd Installment - April 10.

2617
2618

Declaration of default for unpaid taxes occurs July 1.

3436

Power to sell is effective five years after tax default.

3691

M. Compensated Employee Absences
Compensated employee absences (vacation, compensatory time off, performance incentive plan time off,
annual leave and sick leave) are accrued as an expense and liability in the proprietary funds when
incurred. In the governmental funds, only those amounts that are due and payable at year-end are
accrued. Compensated employee absences that exceed this amount represent a reconciling item
between the fund and government-wide presentations.
N. Statement of Cash Flows
Statements of Cash Flows are presented for proprietary fund types. Cash and cash equivalents include all
unrestricted and restricted highly liquid investments with original purchase maturities of three months or
less. Pooled cash and investments in the County’s Treasury represent monies in a cash management pool
and such accounts are similar in nature to demand deposits.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
O. Indirect Costs
County indirect costs are allocated to benefiting departments in the “Indirect Expenses Allocation” column
of the government-wide Statement of Activities. Allocated costs are from the County’s FY 2004-05
County-Wide Cost Allocation Plan (CWCAP), which was prepared in accordance with the Federal Office
of Management and Budget Circular A-87. The County has elected to allocate indirect costs to agencies
within the General Fund that are not charged CWCAP in order to match the reimbursement of indirect
costs recorded as program revenues to the same function that the related expense is recorded in.
P. Effects of New Pronouncements
The following summarizes recent GASB pronouncements and their impact, if any, on the financial
statements:
In November 2003, GASB issued Statement No. 42, “Accounting and Financial Reporting for Impairment of
Capital Assets and for Insurance Recoveries.” This statement establishes accounting and financial
reporting standards for impairment of capital assets and is effective for fiscal periods beginning after
December 15, 2004. A capital asset is considered impaired when its service utility has declined significantly
and unexpectedly. This statement also clarifies and establishes accounting requirements for insurance
recoveries. The County intends to implement the new reporting requirements for the FY 2005-06 financial
statements.
In April 2004, GASB issued Statement No. 43, “Financial Reporting for Postemployment Benefit Plans Other
Than Pension Plans.” This statement establishes uniform financial reporting standards for other
postemployment benefits (OPEB) plans and is effective for fiscal periods beginning after December 15,
2005. The approach followed in this statement reflects differences between pension plans and OPEB
plans. The statement applies for OPEB trust funds included in the financial reports of plan sponsors or
employers, stand-alone financial reports of OPEB plans, the public employee retirement systems, or third
parties that administer them. This statement also provides requirements for reporting OPEB funds by
administrators of multiple-employer OPEB plans that are not a trust fund. The County is currently studying
the impact to the financial statements that GASB Statement No. 43 will impose. The County intends to
implement the new reporting requirements for the FY 2006-07 financial statements.
In May 2004, GASB issued Statement No. 44, “Economic Condition Reporting: The Statistical Section – an
amendment of NCGA Statement 1.” This statement amends the portions of NCGA (National Council on
Governmental Accounting) Statement 1, Governmental Accounting and Financial Reporting Principles,
which guide the preparation of the statistical section and is effective for fiscal periods beginning after June
15, 2005. This amendment adds new information that financial statement users have identified as important
and eliminates certain previous requirements. The statistical section presents detailed information, typically
in ten-year trends, that assists users in utilizing the basic financial statements, notes to the basic financial
statements, and required supplementary information, to assess the economic condition of a government.
The County intends to implement the new reporting requirements for the FY 2005-06 financial statements.
In June 2004, GASB issued Statement No. 45, “Accounting and Financial Reporting by Employers for
Postemployment Benefits Other Than Pensions.” This statement addresses how state and local
governments should account for and report costs and obligations related to postemployment healthcare and
other nonpension benefits and is effective for fiscal periods beginning after December 15, 2006. Annual
OPEB cost for most employers will be based on actuarially determined amounts that, if paid on an ongoing
basis, generally would provide sufficient resources to pay benefits as they come due. This statement’s
provisions may be applied prospectively and do not require governments to fund their OPEB plans. This
statement also establishes disclosure requirements for information about the plans in which an employer
participates, the funding policy followed, the actuarial valuation process and assumptions, and, for certain
employers, the extent to which the plan has been funded over time. The County is currently studying the
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
P. Effects of New Pronouncements (Continued)
impact to the financial statements that implementing GASB Statement No. 45 will impose. The County
intends to implement the new reporting requirements as required for the FY 2007-08 financial statements.
In May 2004, GASB issued Technical Bulletin No. 2004-1, “Tobacco Settlement Recognition and Financial
Reporting Entity Issues.” This technical bulletin addresses accounting by state and local governments in
connection with settlements made by U.S. tobacco companies. The technical bulletin clarifies accounting
guidance on whether a Tobacco Settlement Authority (TSA) that is created to obtain the rights to all or a
portion of future tobacco settlement resources is a component unit of the government that created it. In
addition, the technical bulletin clarifies recognition guidance for these transactions and for payments made
to settling governments pursuant to the Master Settlement Agreement. The County currently does not have
a Tobacco Settlement Authority.
In December 2004, GASB issued Statement No. 46, “Net Assets Restricted by Enabling Legislation – an
amendment of GASB No. 34.” This statement imposes limitations on the use of restricted net assets.
GASB Statement No. 46 clarifies that a legally enforceable enabling legislation restriction is one that a
party external to a government, such as its citizens, public interest groups, or the judiciary, can compel a
government to honor. This statement requires governments to disclose the portions of total net assets
that are restricted by enabling legislation. Disclosing the amount of net assets restricted by enabling
legislation will allow users of the financial statements to distinguish qualifying restrictions on resource use
imposed through a government’s own action from other types of net asset restrictions. The requirements
of this statement are effective for the financial statements for periods beginning after June 15, 2005. The
County intends to implement this statement for the FY 2005-06 financial statements.
In June 2005, GASB issued Statement No. 47, “Accounting for Termination Benefits.” This statement
provides guidance on accounting and financial reporting for termination benefits. These benefits include
incentives for voluntary terminations such as early retirement window programs and involuntary
termination benefits, such as severance payments. The statement requires employers to disclose a
description of the termination benefit arrangement, the cost of the termination benefits (required in the
period in which the employer becomes obligated if that information is not otherwise identifiable from
information displayed on the face of the financial statements), and significant methods and assumptions
used to determine termination benefit liabilities. The requirements of this statement are effective in two
parts. For termination benefits provided through an existing defined benefit OPEB plan, the provisions of
this statement should be implemented simultaneously with the requirements of GASB Statement No. 45.
As noted in the GASB Statement No. 45 discussion detailed above, the County intends to implement
this statement in FY 2007-08. For all other termination benefits, this statement is effective for fiscal
periods beginning after June 15, 2005, which requires the County to implement GASB Statement No. 47
for the FY 2005-06 financial statements.
In December 2004, GASB issued Technical Bulletin No. 2004-2, “Recognition of Pension and Other
Postemployment Benefit Expenditures/Expense and Liabilities by Cost-Sharing Employers.” This
technical bulletin clarifies the requirements of GASB Statements No. 27 and No. 45 for recognition of
pension and other postemployment (OPEB) expenditures/expenses and liabilities by cost-sharing
employers. The County is already in compliance with respect to OCERS and will implement OPEB
accrual requirements (if applicable) with the implementation of GASB Statement No. 45 in the FY 200708 financial statements.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Q. Use of Estimates
The preparation of the basic financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the amounts reported in the basic financial statements and
accompanying notes. Actual results could differ from those estimates. Where significant estimates have
been made in preparing these financial statements, they are described in the applicable footnotes.
R. Consolidation of Governmental Funds’ Balance Sheet and Proprietary Funds’ Statement of Net Assets
Line Items in Statement of Net Assets
Several asset or liability line items in the Governmental Funds’ Balance Sheet and the Proprietary Funds’
Statement of Net Assets are combined into one line item in the Statement of Net Assets for presentation
purposes. In order to avoid any confusion, the following table lists the line items shown in the Governmental
and Proprietary Fund financial statements that are condensed together in the Statement of Net Assets.

Statement of Net Assets Line Item

Corresponding Governmental and Proprietary
Funds’ Balance Sheet or Statement of Net Assets
Line Item

Cash and Cash Equivalents

Pooled Cash/Investments; Cash Equivalents/Specific
Investments; Imprest Cash funds; and Cash/Cash
Equivalents

Restricted Cash and Cash
Equivalents

Restricted Cash and Investments with Trustee;
Restricted Pooled Cash/Investments – Closure and
Postclosure Costs

Prepaid Costs

Prepaid Costs and Bond Issuance Costs

Capital Assets – Not Depreciated

Land and Construction in Progress

Capital Assets – Depreciable, Net of
Accumulated Depreciation

Structures and Improvements and Accumulated
Depreciation; Equipment and Accumulated
Depreciation; and Infrastructure and Accumulated
Depreciation

2. DEFICIT EQUITY BALANCES OF INDIVIDUAL FUNDS
The following fund has deficit net assets:
Internal Service Fund
Workers’ Compensation

$

Deficit
39,291

The deficit in the Workers’ Compensation Fund results from accrual of known losses and actuarially-projected
Incurred But Not Reported claims (IBNR). Charges to County departments have not provided a sufficient cash
flow to entirely fund the IBNR. The deficit has increased from the previous fiscal year due to mandated
indemnity benefits, the impact of legislative and regulatory changes, and a trend in rising medical costs.and
other governmental agencies authorized by the Board of Supervisors to participate in the program have not
provided a sufficient cash flow to entirely fund the IBNR. The deficit has decreased by $20,623 from the
previous fiscal year due to the impact of legislative changes passed in April 2004 and increased charges to
participants in the program. The County will continue to review charges to departments participants in
relationship to the IBNR and adjust them as deemed appropriate.
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3. DEPOSITS AND INVESTMENTS
Deposits and investments (including repurchase agreements) totaled $6,026,164 as of June 30, 2005. Each
fund's portion of this total is reflected in the balance sheet accounts entitled "Pooled Cash/Investments, Cash
Equivalents/Specific Investments, Restricted Pooled Cash/Investments – Closure & Postclosure Costs,
Restricted Pooled Cash/Investments, Cash/Cash Equivalents, Imprest Cash Funds, Restricted Cash and
Investments with Trustee, and Investments."
The Treasurer maintains the County Pool and the Educational Pool for the County and other non-County
entities for the purpose of benefiting from economies of scale through pooled investment activities. The
Investment Policy Statement (IPS) establishes a Money Market Fund and an Extended Fund as components
of the County Pool and Educational Pool. The maximum maturity of investments under the Money Market
Fund is 13 months with a maximum weighted average of 90 days. The maximum maturity of the Extended
Fund is 3 years, with a maximum weighted average of 18 months.
The primary investment objectives of the Treasurer’s investment activities are in priority order: protecting the
safety of the principal invested, meeting participants’ liquidity needs, attaining a money market rate of return,
and attempting to stabilize at a $1 net asset value for the County Money Market Fund and the Educational
Money Market Fund. These external investment pools contain deposits, repurchase agreements, and
investments. Interest is allocated to individual funds monthly based on the average daily balances on deposit
with the Treasurer. Interest assigned to another fund due to management decision is recognized in the fund
that reports the investments and reported as a transfer to the recipient fund.
A. Deposits
Monies must be deposited in state or national banks, or state or federal savings and loan associations
located within the State. The County is authorized to use demand accounts and certificates of deposit.
Additionally, monies deposited at national banks are used for compensating balances. The Treasurer has
established separate bank and investment custody accounts for the County’s school participants.
Obligations pledged to secure deposits must be delivered to an institution other than the institution in
which the deposit is made; however, the trust department of the same institution may hold them. Written
custodial agreements are required that provide, among other things, that the collateral securities are held
separate from the assets of the custodial institution. The pledge to secure deposits is administered by the
California Superintendent of Banks. Collateral is required for demand deposits at 110 percent of all
deposits not covered by federal deposit insurance if obligations of the United States and its agencies, or
obligations of the State or its municipalities, school districts, and district corporations are pledged.
Collateral of 150 percent is required if a deposit is secured by first mortgages or first trust deeds upon
improved residential real property located in California. All such collateral is considered to be held by the
pledging financial institutions’ trust departments or agents in the name of the County.
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3. DEPOSITS AND INVESTMENTS (Continued)
A. Deposits (Continued)
Total County deposits and investments at fair value as of June 30, 2005 are reported as follows:

Deposits:
Imprest Cash
Deposit Overdraft
Total Cash Overdrafts
Investments:
With Treasurer
With Trustee
Total Investments
Total Deposits and Investments

$

$

1,610
(104,455)
(102,845)
5,567,614
561,395
6,129,009
6,026,164

Total County deposits and investments are reported in the following funds:
Governmental Funds
Component Unit
Fiduciary Funds
Proprietary Funds
Total Deposits and Investments

$

$

2,068,543
148,272
3,070,835
738,514
6,026,164

B. Investments
State statutes, Board of Supervisors’ ordinances and resolutions, the respective bond documents, trust
agreements, and other contractual agreements govern the County’s investment policies.
External Investment Pools
The County Treasurer sponsors two external investment pools: the County Pool, and the Educational
Pool. Both pools consist of a Money Market Fund and an Extended Fund. The County Treasurer has a
written IPS specifically for the separately managed County and Educational Investment Pools. The IPS is
more restrictive than required by California Government Code. The IPS requires the assets in the Pools
to consist of the following investments and maximum permissible concentrations based on market value:
U.S. Treasury instruments backed by the full faith and credit of the United States government (100%);
obligations issued or guaranteed by agencies of the United States government (100%); commercial paper
of a high rating (A1/P1/F1) as provided by at least two of the following nationally recognized rating
agencies: Standard & Poor’s Corporation (“S & P”), Moody’s Investors Service, Inc. (“Moody’s”), or Fitch
Ratings (“Fitch”), with further restrictions regarding issuer size and maturity (40%); negotiable certificates
of deposit issued by a nationally or state-chartered bank or state or federal association or by a statelicensed branch of a foreign bank, or the Money Market Fund may invest in U.S. dollar denominated
certificates of deposit issued in London, England (Euro CD) (30%); bankers’ acceptances (40%); money
market funds (20%); State of California or municipal debt (10%); “AA” or better receivablebacked securities (10%); medium-term notes (30%); repurchase agreements collateralized by securities
at 102% of the market value no less frequently than weekly (50%) ; the Money Market Fund may invest in
funding agreements (10%); the Money Market Funds may also invest in securities lending agreements
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3. DEPOSITS AND INVESTMENTS (Continued)
B. Investments (Continued)
External Investment Pools (Continued)
and other “eligible securities” as defined under Securities and Exchange Commission (SEC) Rule 2a-7 of
the Investment Company Act of 1940 (10%). In addition, no investment may be purchased from an issuer
that has been placed on credit watch-negative by any of the three nationally recognized rating agencies,
or whose credit rating by any of the three nationally recognized rating agencies is less than the minimum
rating required by the IPS for that class of security. All permitted investments are required to comply in
every respect with California Government Code Sections 53601, 53601.7 and 53635 (governing the
investment of public funds) and other relevant California Government Code provisions.
Repurchase agreements are limited to a one year maturity and can only be entered into with entities
prescribed in California Government Code Section 53601.7. The securities underlying the agreements
must be delivered to the County’s custodial banks. The County enters into written master repurchase
agreements that outline obligations of both the County and the dealers, and also enters into written
contracts with custodial institutions that outline the basic responsibilities of those institutions for securities
underlying the repurchase agreements. These custodial contracts and the County’s procedures for
monitoring the securities are similar to those for collateral on deposits.
The IPS expressly prohibits leverage, reverse repurchase agreements, and volatile structured notes or
derivatives. Investments are marked to market on a daily basis. If the net asset value of the Money
Market Fund for either the County Pool or the Educational Pool is less than $.995 or greater than $1.005,
portfolio holdings may be sold as necessary to maintain the ratio between $.995 and $1.005. Under the
IPS, no more than 5% of the total market value of the pooled funds may be invested in securities of any
one issuer, except for obligations of the United States government, U.S. government agencies or
government-sponsored enterprises. No more than 10% may be invested in one money market mutual
fund. All investments will be United States dollar denominated.
The County Treasury Oversight Committee established in December 1995, which consists of the County
Executive Officer, the elected County Auditor-Controller, the elected County Superintendent of Schools
and two public members, conducts treasury oversight. On January 31, 2005, Fitch reaffirmed the Pools’
ratings of “AAA/V1+.” In November 2004, Moody’s reaffirmed credit ratings of Aaa and MR1 market risk
ratings for the County and Educational Investment Pools. The Pools are not registered with the
Securities and Exchange Commission.
Unless otherwise required in a trust agreement or other financing document, assessment districts and
public school districts are required by legal provisions to deposit their funds with the County Treasurer.
The Educational Pool consists entirely of public school districts and therefore includes 100 percent
involuntary participants. At June 30, 2005, the County Pool includes approximately 9.47 percent external
involuntary participant deposits for certain assessment districts and certain bond related funds for public
school districts.
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3. DEPOSITS AND INVESTMENTS (Continued)
B. Investments (Continued)
Investment Disclosures
As of June 30, 2005, the major classes of the County’s deposits and investments consisted of the
following:
With Treasurer:

Fair Value

Interest Rate Range
(%)

Principal

Maturity Range

Weighted Average
Maturity (Years)

County Pool
U.S. Government Agencies

$

Bankers' Acceptances

909,335

$

127,495

916,654 Discount, 1.66-4.38% 09/09/05-06/28/07

0.97

128,645

0.26

Discount

07/05/05-12/20/05

Commercial Paper

766,801

769,202

Discount

07/01/05-12/23/05

0.09

Negotiable Certificates of Deposit

555,916

556,000

2.93-3.35%

07/13/05-10/14/05

0.10

Medium-Term Corporate Notes

366,236

365,590

2.84-3.71%

08/17/05-06/22/07

0.28

Repurchase Agreements

160,000

160,000

3.45%

07/01/05

0.00

43,596

43,596

Variable

07/01/05

0.00

$ 2,929,379

$ 2,939,687

$

$

Money Market Mutual Funds

0.39

*

Educational Pool
U.S. Government Agencies
Bankers' Acceptances

629,369

633,635 Discount, 1.66-4.38% 09/09/05-06/28/07

0.86

94,268

95,000

Discount

08/01/05-11/10/05

0.23

Commercial Paper

936,328

939,156

Discount

07/01/05-12/23/05

0.09

Negotiable Certificates of Deposit

441,965

442,000

2.93-3.28%

07/06/05-09/30/05

0.09

Medium-Term Corporate Notes

313,012

312,913

2.84-3.50%

08/09/05-06/22/07

0.21

90,000

90,000

3.45%

07/01/05

0.00

Variable

07/01/05

0.00

Repurchase Agreements
Money Market Mutual Funds

66,373

66,373

$ 2,571,315

$ 2,579,077

$

$

0.29

*

Specific Investments
U.S. Government Agencies

15,184

Discount

07/01/05-02/06/06

22,113

22,155

Discount

07/05/05-08/22/05

0.06

Negotiable Certificates of Deposit

9,399

9,400

2.93-3.24%

07/06/05-08/11/05

0.09

Repurchase Agreements

1,082

1,081

6.18%

08/15/19

14.13

19,197

Variable

07/01/05

0.00

Commercial Paper

Money Market Mutual Funds

15,129

19,197
$

66,920

$

67,017

226,096

$

149,853

0.17

0.30

*

With Trustees:
Restricted Investments with Trustees
U.S. Government Agencies

$

U.S. Treasury Bonds

10,668

U.S. Treasury Strips
Guaranteed Investment Contracts
Repurchase Agreements
Money Market Mutual Funds

9,764

7,482

7,285

296,717

296,717

222

222

20,210
$

561,395

20,208
$

484,049

Discount

09/01/16-09/01/21

5.03

5.75-9.00%

11/30/05-11/15/18

4.19

Discount

10/06/05-11/15/18

0.68

2.71-6.77%

10/25/05-7/2/26

8.97

0.95%

07/01/05

0.00

Variable

07/01/05

0.00
9.86

* Portfolio weighted average maturity
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3. DEPOSITS AND INVESTMENTS (Continued)
B. Investments (Continued)
Investment Disclosures (Continued)
Interest Rate Risk
The County Treasurer manages exposure to declines in fair value by limiting the weighted average
maturity of its Money Market Funds to less than 90 days and the Extended Fund to less than 18 months
in accordance with the IPS. The weighted average maturity of the County Pool was 0.39 years and the
Educational Pool was 0.29 years. Of the County’s $2,929,379 and Educational Pool’s $2,571,315
portfolio at June 30, 2005, over 70.89% and 81.88%, respectively of the investments have a maturity of
six months or less. Of the remainder, only 12.60% and 8.16% have a maturity of more than 1 year.
As of June 30, 2005, variable-rate notes comprised 10.75% and 11.17% of the County Pool and
Educational Pool, respectively. The notes are tied to the one-month and three-month London Interbank
Offered Rate (LIBOR) with monthly and quarterly coupon resets. The fair value of variable-rate securities
is generally less susceptible to changes in value because the variable-rate coupon resets back to the
market rate on a periodic basis. Effectively, at each reset date, a variable-rate investment reprices back to
par value, eliminating interest rate risk at each periodic reset. For purposes of computing weighted
average maturity, the maturity date of variable-rate notes is the length of time until the next reset date
rather than the stated maturity.
At June 30, 2005, the Net Asset Value (NAV) of Money Market Funds for both pools was $1.00 (in
absolute dollar amounts). The average daily investment balance of the County Pool and the Educational
Pool amounted to $2,910,000 and $2,450,000 with an average effective yield of 2.24% and 2.26%,
respectively, for the year ended June 30, 2005.
Custodial Credit Risk
For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty, the
County will not be able to recover the value of its investments or collateral securities that are in
possession of an outside party. At year-end, the County’s external investment pools and specific
investments did not have any securities exposed to custodial credit risk and there was no securities
lending.
Credit Risk
The IPS sets forth the minimum acceptable credit ratings for investments from any two of the following
nationally recognized statistical rating organizations. For an issuer of short-term debt, the rating must be
no less than A-1 (S&P), P-1 (Moody’s), or F-1 (Fitch) while an issuer of long-term debt shall be rated no
less than an “A.” As of June 30, 2005, the County’s investments in commercial paper were rated A-1 by
S&P, P-1 by Moody’s and F-1 by Fitch.
Concentration of Credit Risk
At June 30, 2005, the County did not exceed the IPS limitations that states that no more than 5% of the
total market value of the pooled funds may be invested in securities of any one issuer, except for
obligations of the United States government, U.S. government agencies or government-sponsored
enterprises. No more than 10% may be invested in one money market mutual fund.
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3. DEPOSITS AND INVESTMENTS (Continued)
B. Investments (Continued)
Investment Disclosures (Continued)
The following is a summary of the credit quality distribution and concentration of credit risk by investment
type as a percentage of each pool’s fair value at June 30, 2005 (NR means Not Rated):
Investments

% of
Portfolio

S&P

Moody's

Fitch

Federal Farm Credit Discount Notes

AAA

Aaa

AAA

1.67%

Federal National Mortgage Association Bonds

AAA

Aaa

AAA

7.82%

Federal Home Loan Bank Bonds

AAA

Aaa

AAA

9.92%

Federal Farm Credit Bonds

AAA

Aaa

AAA

3.42%

Freddie Mac Bonds

AAA

Aaa

AAA

8.22%

County Pool
U.S. Government Agencies

Bankers' Acceptances

A-1

P-1

F1

4.35%

Commercial Paper

A-1

P-1

F1

26.17%

Negotiable Certificates of Deposit

A-1

P-1

F1

18.98%

A

A2

A

4.87%
1.04%

Medium-Term Corporate Notes
Corporate Notes
Corporate Notes

A

Aa3

AA

Corporate Notes

AAA

Aaa

NR

1.09%

Corporate Notes

AAA

Aaa

AAA

5.50%

Repurchase Agreements

NR

NR

NR

5.46%

Money Market Mutual Funds

AAA

Aaa

AAA

1.49%
100.00%

Total County Pool

Educational Pool
U.S. Government Agencies
FHLB Discount Notes

AAA

Aaa

AAA

1.73%

Federal National Mortgage Association Bonds

AAA

Aaa

AAA

7.00%

Federal Home Loan Bank Bonds

AAA

Aaa

AAA

7.06%

Federal Farm Credit Bonds

AAA

Aaa

AAA

1.43%

Freddie Mac Bonds

AAA

Aaa

AAA

7.26%

Bankers' Acceptances

A-1

P-1

F1

3.67%

Commercial Paper

A-1

P-1

F1

36.41%

Negotiable Certificates of Deposit

A-1

P-1

F1

17.19%

Medium-Term Corporate Notes
Corporate Notes

A

A2

A

4.05%

Corporate Notes

A

Aa3

AA

0.73%
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3. DEPOSITS AND INVESTMENTS (Continued)
B. Investments (Continued)
Investment Disclosures (Continued)
Investments

S & P Moody's

Fitch

% of
Portfolio

Educational Pool (Continued)
1.22%

Corporate Notes

AAA

Aaa

NR

Corporate Notes

AAA

Aaa

AAA

6.17%
3.50%

Repurchase Agreements

NR

NR

NR

Money Market Mutual Funds

AAA

Aaa

AAA

2.58%
100.00%

Total Educational Pool

Specific Investments
U.S. Government Agencies
FHLB Discount Notes

AAA

Aaa

AAA

12.96%

Freddie Discount Notes

AAA

Aaa

AAA

6.67%

Federal National Mortgage Association Bonds

AAA

Aaa

AAA

2.98%

A-1

P-1

F1

33.04%
14.04%

Commercial Paper
Negotiable Certificates of Deposit

A-1

P-1

F1

Repurchase Agreements

AAA

Aaa

AAA

1.62%

Money Market Mutual Funds

AAA

Aaa

AAA

28.69%
100.00%

Total Specific Investments

Restricted Investments with Trustees
U.S. Government Agencies
AAA

Aaa

AAA

40.27%

U.S. Treasury Bonds

A1

NR

F1

1.90%

U.S. Treasury Strips

A1

NR

F1

1.34%

Federal National Mortgage Association Bonds

Guaranteed Investment Contracts
NR

NR

NR

52.85%

Repurchase Agreement

AAA

Aaa

AAA

0.04%

Money Market Mutual Funds

AAA

Aaa

NR

3.60%

Investment Contracts

100.00%

Total Restricted Investments with Trustees
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3. DEPOSITS AND INVESTMENTS (Continued)
B. Investments (Continued)
Condensed Financial Statements
In lieu of separately issued financial statements for the external pools, condensed financial statements for
both pools are presented below as of and for the year ended June 30, 2005:
County Pool

Educational Pool

Total

Statement of Net Assets
Net assets held for pool participants

$

3,519,081 $

2,507,175 $

6,026,256

$

3,191,136
327,945
3,519,081 $

-2,507,175
2,507,175 $

3,191,136
2,835,120
6,026,256

Net assets as of July 1, 2004
Net change in investments by pool
participants

$

3,236,689 $

2,258,978 $

5,495,667

282,392

248,197

Net Assets at June 30, 2005

$

Equity of internal pool participants
Equity of external pool participants
Total Net Assets
Statement of Changes in Net Assets

3,519,081 $

2,507,175 $

530,589
6,026,256
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4. CHANGES IN CAPITAL ASSETS
Increases, decreases and adjustments in the County’s capital assets for governmental and business-type
activities during the fiscal year were as follows:
Primary Government
Balance
July 1, 2004
Governmental activities:
Capital assets not depreciated:
Land
Construction in progress
Total capital assets not being depreciated
Capital assets, depreciable:
Structures and Improvements
Equipment
Infrastructure:
Flood Channels
Roads
Bridges
Trails
Traffic signals
Harbors and Beaches
Capital assets, depreciable
Less accumulated depreciation for:
Structures and Improvements
Equipment
Infrastructure:
Flood Channels
Roads
Bridges
Trails
Traffic signals
Harbors and Beaches
Total accumulated depreciation
Capital assets, depreciable (net)
Governmental activities total capital assets, net

Increases

Decreases

Adjustment

Balance
June 30, 2005

481,048
418,347
899,395

$ 86,797
32,734
119,531

$

$

$

831,374
303,493

33,694
25,373

(593)
(8,611)

(75)
310

864,400
320,565

877,440
87,313
62,464
32,428
9,933
34,520
2,238,965

------59,067

------(9,204)

------235

877,440
87,313
62,464
32,428
9,933
34,520
2,289,063

(329,596)
(201,075)

(24,232)
(23,956)

180
8,482

75
(277)

(353,573)
(216,826)

(173,473)
(51,879)
(16,771)
(19,366)
(6,266)
(19,049)
(817,475)
1,421,490

(8,911)
(3,525)
(1,248)
(905)
(604)
(838)
(64,219)
(5,152)

------8,662
(542)

------(202)
33

(182,384)
(55,404)
(18,019)
(20,271)
(6,870)
(19,887)
(873,234)
1,415,829

$ 2,320,885

$ 114,379

(6,661)

$ (17,857)

$ 2,410,746

$

$

(602)
(5,517)
(6,119)

-(17,890)
(17,890)

567,243
427,674
994,917
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4. CHANGES IN CAPITAL ASSETS (Continued)
Primary Government
Balance
July 1, 2004
Business-type activities:
Capital assets not depreciated:
Land
Construction in progress
Total capital assets not being depreciated

$

34,108
62,837
96,945

Capital assets, depreciable:
Structures and Improvements
Equipment
Infrastructure
Capital assets, depreciable
Less accumulated depreciation for:
Structures and Improvements
Equipment
Infrastructure
Total accumulated depreciation
Capital assets, depreciable (net)
Business-type activities total capital assets, net

Increases

Decreases

Adjustments

Balance
June 30, 2005

$

$

$

$

-34,311
34,311

-(28,181)
(28,181)

----

34,108
68,967
103,075

332,760
49,700
308,508
690,968

1,266
3,428
26,913
31,607

-(2,888)
-(2,888)

-----

334,026
50,240
335,421
719,687

(136,650)
(25,278)
(125,998)
(287,926)
403,042

(12,637)
(4,212)
(13,186)
(30,035)
1,572

-2,607
-2,607
(281)

------

(149,287)
(26,883)
(139,184)
(315,354)
404,333

$

499,987

$

35,883

$

(28,462)

$

--

$

507,408

Depreciation expense was allocated among functions of the primary government as follows:
Governmental activities:
General Government
Public Protection
Public Ways and Facilities
Health and Sanitation
Public Assistance
Education
Recreation and Cultural Services
Internal Service Funds’ depreciation
expense allocated to various functions

$

4,391
29,980
8,657
2,786
5,197
852
6,574
5,782

Total governmental activities depreciation expense

64,219

Business-type activities:
Airport
Waste Management
Total business-type activities depreciation expense

18,762
11,273
30,035

Total depreciation expense

$

94,254
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5. RECEIVABLES
GASB Statement No. 38 requires identification of receivable balances not expected to be collected within one
year. The details of the receivables reported in the government-wide Statement of Net Assets that are not
expected to be collected within the next fiscal year are identified below:
Accounts Receivable
$1,003 of accounts receivable for governmental activities is not expected to be received within the next fiscal
year, which consists of $55 for pending litigation, as well as $480 for accrued revenue related to Community
Redevelopment Agency (CRA). In addition, there is $204 for false alarm billings for the Sheriff’s Department.
The remaining $264 is for various invoices and non-sufficient funds checks that remain in the accounts due to
statute of limitation constraints.
Deposits Receivable
$78,827 of deposits receivable for governmental activities is not expected to be received within the next fiscal
year, which consists of $67,933 in the condemnation deposits with the State for the eminent domain litigation,
and $6,597 deposits related to the Laguna Canyon Bridge construction. In addition, there is a $3,676 deposit
related to the US Army Corps of Engineers for the Santa Ana River Project. The remaining $621 represents
various cash advances, service contracts, and deposits.
Notes Receivable
$20,893 of notes receivable for governmental activities is not expected to be received within the next fiscal
year. $20,063 consists of loans to build affordable, low to moderate income, and senior housing. The
remaining $830 is for other various sales and loans.
Loans Receivable
$1,503 of loans receivable for governmental activities is not expected to be received within the next fiscal
year. Of this amount, $1,453 represents advances to the Dana Point Harbor operators. The remaining $50
provides operating cash for Santa Ana River Prado Dam Property Management.
Due From Other Governmental Agencies
Of the $278,230 due from other governmental agencies for governmental activities, $68,245 is not expected
to be received within the next fiscal year. This consists primarily of $64,388 that the State of California owes
to the County for various Senate Bill (SB) 90 mandated cost reimbursements for programs and services the
State requires the County to provide. The State has deferred reimbursement to future fiscal years. The State
Constitution requires reimbursement for these program costs, and interest will accrue on the reimbursement
claims until they are paid. The other $3,857 is comprised of various invoices to the State for a variety of
County-related activities.
Of the $1,797 due from other governmental agencies for business-type activities, $25 relates to the SB 90
mandated cost reimbursements, and is not expected to be received within the next fiscal year.
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6. INTERFUND RECEIVABLES AND PAYABLES
The composition of interfund balances as of June 30, 2005 is as follows:
Due From/To Other Funds:
Receivable Fund

Payable Fund

General Fund

Roads
Public Library
Tobacco Settlement
Flood Control District
Harbors, Beaches, and Parks
Other Governmental Funds
Internal Service Funds
Airport
Waste Management

Roads

Flood Control District

Harbors, Beaches, and
Parks

$

912
9
6,750
6,012
2,564
20,272
324
1,980
4,002

$ 42,825

General Fund
Flood Control District
Harbors, Beaches, and Parks
Other Governmental Funds
Airport

55
598
147
37
26

863

General Fund
Roads
Harbors, Beaches, and Parks
Other Governmental Funds
Airport

143
431
280
232
4

1,090

General Fund
Roads
Flood Control District
Other Governmental Funds
Airport

100
59
182
9
8

358
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6. INTERFUND RECEIVABLES AND PAYABLES (Continued)
Receivable Fund

Payable Fund

Other Governmental
Funds

General Fund
Roads
Harbors, Beaches, and Parks
Other Governmental Funds
Internal Service Funds
Airport
Waste Management

$ 33,633
86
4
4,726
5
2,481
1

$ 40,936

General Fund
Roads
Flood Control District
Harbors, Beaches, and Parks

5
3
4
2

14

General Fund
Roads
Public Library
Flood Control District
Harbors, Beaches, and Parks
Other Governmental Funds
Internal Service Funds
Airport
Waste Management

3,318
6
44
4
21
28
196
23
5,021

8,661

Waste Management

Internal Service Funds

Total

$ 94,747

Due From/To Primary Government and Component Unit:
Receivable Entity
Primary Government – General Fund

Primary Government – Internal Service
Funds
Primary Government – Harbors,
Beaches, and Parks Funds

Payable Entity
Component Unit – Children &
Families Commission of Orange
County
Component Unit – Children &
Families Commission of Orange
County
Component Unit – Children &
Families Commission of Orange
County

Amount

$

463

$

2

$

1

The majority of the interfund balances resulted from the time lag between the time that (1) goods and services
were provided, (2) the recording of those transactions in the accounting system, and (3) payments between
the funds were made.
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7. COUNTY PROPERTY ON LEASE TO OTHERS
The County has noncancelable operating leases for certain buildings, which are not material to the County’s
general operations. The Airport Enterprise Fund derives a substantial portion of its revenues from
noncancelable operating leases with air carriers and concessionaires, and the Waste Management Enterprise
Fund derives revenue from noncancelable operating leases with synthetic fuel corporations. The Enterprise
Funds’ property under operating leases, consisting primarily of structures and improvements, at June 30,
2005, approximates $54,999.
The County leases real property to others under operating lease agreements for recreational boating, retail,
restaurant, and other commercial operations. Future minimum rentals to be received under these
noncancelable operating leases as of June 30, 2005 are as follows:

Fiscal Years
FY 2006
FY 2007
FY 2008
FY 2009
FY 2010

Governmental
Activities
$

FY 2011-2015
FY 2016-2020
FY 2021-2025
FY 2026-2030
FY 2031-2035
FY 2036-2040

Total future
minimum rentals

10,160
9,894
9,467
9,403
9,382
48,306

Business-type
Activities
$

5,437
920
175
---6,532

31,747
25,239
24,216
21,856
20,577
14,886
138,521

$

186,827

18,433
2,792
2,696
1,385
1,385
26,691

$

33,223

Total contingent rentals, which arise primarily from a percentage of lessee's gross revenues, amounted to
approximately $39 (Flood Control District), $359 (Harbors, Beaches, and Parks), $23,122 (Airport) and $52
(Waste Management) for the year ended June 30, 2005.
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8. INTERFUND TRANSFERS
Interfund transfers for the year ended June 30, 2005 were as follows:
Transfer from

Transfer to

Governmental Funds
General Fund

Tobacco Settlement
Refunding Bonds and Recovery
COPS and Debt Prepayment
Harbors, Beaches, and Parks
Other Governmental Funds
Internal Service Funds

$

5
80,984
5,000
43,516
7,363

$

136,868

Public Library

Other Governmental Funds

12

12

Tobacco Settlement

General Fund
Other Governmental Funds

27,305
4,867

32,172

Refunding Bonds and Recovery
COPs and Debt Prepayment

General Fund
Other Governmental Funds

2,435
7,769

10,204

Flood Control District

General Fund

3,175

3,175

Other Governmental Funds

Internal Service Funds
General Fund
Harbors, Beaches, and Parks
Other Governmental Funds

1,979
42,712
314
11,878

56,883

Total Governmental Funds

$

239,314

$

14,579

Enterprise Fund
Waste Management

General Fund
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8. INTERFUND TRANSFERS (Continued)
Interfund transfers reflect a flow of assets between funds and component units of the primary government
without an equivalent flow of assets in return. Routine transfers were made in the current fiscal year to (1)
relay cash/resources from contributing County funds to various debt service funds for the retirement of longterm obligations (2) to transfer Measure H Tobacco Settlement revenues, Available Cash Distribution and
Public Safety Sales Tax Excess Revenues in compliance with the specific statutory requirements or
Bankruptcy Recovery Plan, and (3) to transfer excess unrestricted revenues to finance various County
programs based on budgetary authorizations by the Board of Supervisors. The details of the significant,
routine transfers are outlined below:
Routine Transfers
•
•
•
•
•
•
•
•

A total of $104,526 was transferred out from the General Fund ($89,583), the Refunding Bonds and
Recovery COPs and Debt Prepayment Fund ($7,769), and Other Governmental Funds ($7,174) to the
debt service funds in connection with debt service payments for the various County debt issues.
$27,305 was transferred from the Tobacco Settlement Fund to the General Fund to finance various health
care programs. $4,596 transferred to Other Governmental Funds was for the Theo Lacy Jail construction.
$3,175 was transferred to the Watershed Management program from the Flood Control District to cover
the net county cost overrun during FY 2003-04.
$14,579 in net proceeds and interest earnings from the Importation of Out-of-County Waste Program
earned by Waste Management during the current fiscal year was transferred to the General Fund for
Recovery COPs Lease Financing as part of the Bankruptcy Recovery Plan.
As part of the Bankruptcy Recovery Plan, $8,397 was transferred from the General Fund to the Plan of
Adjustment Available Cash Fund in order to make the annual payments to the Option B Pool participants
and to distribute available cash.
$22,082 was transferred from the General Fund to the Other Public Protection group of funds for the
annual transfer of Public Safety Sales Tax Excess Revenue.
$2,435 interest earnings were transferred from the designated Special Revenue Fund to the General
Fund per GASB 31 requirement.
$6,642 was transferred from the Emergency Medical Services Fund (EMS) to reimburse the General
Fund for EMS services.

In addition, the County had nonrecurring transfers in the current fiscal year, which consisted of the following:
•
•
•
•
•
•

$1,100 was transferred from the General Fund to the County Indemnity Health Plans Fund for Public
Employees Retirement System (PERS) premium reimbursements and individual judges claim
reimbursements.
$2,400 was transferred from the General Fund to the Information and Technology Internal Service Fund
(ISF) for an IBM Mainframe lease.
$3,463 was transferred from the General Fund to the Workers’ Compensation ISF for the fire workers and
courts workers’ compensation payment.
$1,621 was transferred from the Capital Project Fund to the Criminal Justice Facilities Special Revenue
Fund for Sheriff-Coroner facility construction and development.
$5,000 was transferred from the General Fund to the Harbors, Beaches, and Parks District Special
Revenue Fund as directed by the Board of Supervisors.
$5,000 was transferred from the Deferred Compensation Reimbursement fund to the County General
Fund per FY2004-05 adopted budget.
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9. LONG-TERM OBLIGATIONS
General Obligation Bonds Payable
The amount of general obligation bonded indebtedness the County can incur is limited by law to 1.25 percent
of the last equalized assessment property tax roll. At June 30, 2005, the County had no net general
obligation bonded debt. The County’s legal debt limit for the year was $3,897,530.
Bankruptcy Recovery
On December 6, 1994, the County filed for protection under Chapter 9 of the United States
Bankruptcy Code as a result of approximately $1,600,000 in losses to the County investment pool (“Pool”),
which was recorded on the County’s books and records for FY 1994-95 with approximately $600,000
allocable (on a pro rata basis) to the County’s accounts, and substantially all of the remainder allocable to
accounts of non-County Pool participants, such as cities, school districts, and special districts.
In response to the bankruptcy, the County prepared a comprehensive recovery plan, which included State
legislation (“Recovery Statutes”) to provide for certain monies received from the State that would have otherwise
been allocated to other County funds and other governmental agencies, to be deposited to the County’s General
Fund.
These monies, together with certain other County revenues will be used to satisfy the principal and interest
payments on the Recovery Certificates of Participation (“Recovery COPs”). The Recovery COPs and
Refunding Recovery Bonds (“Recovery Bonds”) represent obligations of the County, payable from the
General Fund. The enacted Recovery Statutes provide the Recovery COPs holders with statutory liens on
part of the County’s motor vehicle license fees (VLF) and certain sales tax revenues, and further permitted the
County to elect to have the amount of these fees and revenues necessary to pay each installment of principal
and interest on this borrowing intercepted by the State Controller and paid directly to the trustee of the
Recovery COPs. Refer to Note 19, Subsequent Events for additional information.
Since FY 1996-97, redirected and intercepted revenues have been sufficient to pay debt service on the
Recovery COPs and to pay the annual amount of $800 plus interest due on Option B Pool Participant
warrants. At the beginning of this fiscal year, the remaining balance for Option B Pool Participants was
$1,600; that amount has been reduced by the required annual amount of $800, so that the remaining balance
at the end of this fiscal year is $800.
Bankruptcy Obligations
Refunding Recovery Bonds, Series 1995A
In June 1995, the County issued $278,790 of 1995 Refunding Recovery Bonds (“1995 Recovery Bonds”). The
1995 Recovery Bonds are a General Fund obligation of the County and are being paid from vehicle license fees
(VLF) intercepted from the State Controller, to the extent that there are sufficient fees available for debt service.
The outstanding principal balance of these bonds as of June 30, 2005 was $210,705. On August 18, 2005, the
Refunding Bonds were redeemed and refunded in their entirety. Refer to Note 19, Subsequent Events for
additional information regarding the Bankruptcy Debt refinancing.
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9. LONG-TERM OBLIGATIONS (Continued)
Bankruptcy Obligations (Continued)
Recovery Certificates of Participation, Series 1996A
In June 1996, the County issued $760,800 in the aggregate principal amount of its 1996 Recovery Certificates of
Participation, Series A (“1996 Recovery COPs”). The 1996 Recovery COPs are general fund obligations of the
County, secured by certain statutory liens and payable from an intercept of VLF, certain sales taxes and the
County’s portion of the Countywide Adjustment Amount, to the extent there are sufficient license fees, sales tax
and Countywide Adjustment Amount funds available for debt service. These VLF and sales tax revenues from
unincorporated areas of the County and the Countywide Adjustment Amount, if not used to pay debt service,
would otherwise be received by the County General Fund. As of June 30, 2005, the outstanding principal
balance of the 1996 Recovery COPs was $580,825. On August 16, 2005, the Recovery COPs were defeased
in their entirety. Refer to Note 19, Subsequent Events for additional information.
Revenue Bonds Payable, Certificates of Participation, and Master Lease Agreements
Refunding Certificates of Participation (Civic Center Parking Facilities Project)
In December 1987, COPs representing the proportionate interests of the owners thereof in lease payments
made by the County under lease agreements between the County and the Orange County Public Facilities
Corporation were delivered. The proceeds were used to finance the acquisition, construction, and installation of
two parking structures located in the City of Santa Ana. These certificates were refunded in August 1991 with
the $33,579 Refunding COPs (Civic Center Parking Facilities Project). The Refunding COPs are secured by
lease payments made by the County through a facilities lease with the Orange County Public Facilities
Corporation. At June 30, 2005, the outstanding principal amount of the Refunding COPs was $9,084.
Tax Allocation Revenue Bonds, Series 1992A and 2001 (Neighborhood Development and Preservation Project)
In June 1992, the Orange County Financing Authority issued its $28,082 1992 Tax Allocation Revenue Bonds,
Series A (Neighborhood Development and Preservation Project) (“NDAPP Bonds”). The proceeds of the
NDAPP Bonds were loaned to the Orange County Development Agency (OCDA) for use in connection with
OCDA’s Neighborhood Development and Preservation Project (“NDAPP Project”). Debt service on the NDAPP
Bonds is secured by a pledge of the property tax increments, which OCDA receives, from property within the
NDAPP Project.
In July 2001, OCDA issued its $26,160 Tax Allocation Refunding Bonds (Neighborhood Development and
Preservation Project) Series 2001 (“NDAPP Refunding Bonds”). A substantial portion of the NDAPP Refunding
Bonds proceeds and certain other monies were used to defease $26,140 of the $27,072 outstanding NDAPP
Bonds. As of June 30, 2005, the outstanding principal amount of the current interest NDAPP Bonds was $600,
the accreted interest on the capital appreciation NDAPP Bonds was $94 for the year then ended, and the
outstanding principal amount of the NDAPP Refunding Bonds was $24,440.
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9. LONG-TERM OBLIGATIONS (Continued)
Revenue Bonds Payable, Certificates of Participation, and Master Lease Agreements (Continued)
Lease Revenue Refunding Bonds, Series 2002 (Juvenile Justice Center Facility)
In May 2002, the Orange County Public Financing Authority (OCPFA) issued the Juvenile Justice Center Facility
Lease Revenue Refunding Bonds, Series 2002, in the principal amount of $80,285, with a premium of $3,164.
The Lease Revenue Refunding Bonds were issued to (1) redeem the outstanding Refunding Certificates of
Participation (Juvenile Justice Center Facility), (2) finance the acquisition of certain software and computer
equipment for the general governmental purposes of the County, and (3) pay costs related to the issuance of the
bonds, including bond insurance premiums.
The bonds are limited obligations of the OCPFA payable solely from base rental payments to be made by the
County pursuant to a lease, dated as of April 1, 2002, between the OCPFA and the County, and other amounts
held by the Trustee in the funds and accounts established under the Indenture (other than the rebate fund),
except as otherwise provided in the Indenture. As of June 30, 2005, the outstanding principal amount of the
Juvenile Justice Center Facility Lease Revenue Refunding Bonds, Series 2002 was $72,712.
Tax Allocation Revenue Bonds, Series 2003 (Santa Ana Heights Project Area)
In November 2003, OCDA issued $38,465 Tax Allocation Refunding Bonds Santa Ana Heights Project (SAHP)
Area 2003 at a premium of $1,660. The proceeds of the bonds and other available monies were used to refund
and defease the outstanding 1993 Tax Allocation Revenue Bonds, fund a reserve account for the new bonds,
and pay the cost of issuing the bonds. The SAHP Refunding Bonds are secured by a pledge of tax revenues
allocated and paid to OCDA attributable to the Santa Ana Heights Project Area. As of June 30, 2005, the
outstanding principal amount of the SAHP Bonds was $38,467.
Taxable Pension Obligation Bonds, Series 1994A, 1996A, and 1997A
In September 1994, the County issued its Taxable Pension Obligation Bonds, Series 1994A in the aggregate
principal amount of $209,840 and Series 1994B in the aggregate principal amount of $110,200 (“Series 1994
Pension Bonds”). The Series 1994 Pension Bonds were issued to refund the County's obligation under a
debenture issued in favor of the Orange County Employees’ Retirement System (OCERS) to fund the County's
unfunded actuarial accrued liability to OCERS. The Series 1994 Pension Bonds were partially refunded with
proceeds of the County’s Taxable Refunding Pension Obligation Bonds Series 1996A and Series 1997A
(together with the Series 1994 Pension Bonds, the “Pension Obligation Bonds”). As of June 30, 2005, the
outstanding principal amount of the Series 1994A, 1996A and 1997A Pension Bonds were $0, $64,652 and
$47,120, respectively.
On May 11, 2000, a cash tender offer of certain outstanding Pension Obligation Bonds was completed. The
County purchased and canceled $288,290 (maturity value) of Pension Obligation Bonds for a cost of $179,016.
On June 22, 2000, the debt service on the outstanding Pension Obligation Bonds was provided for through the
deposit with the trustee of $175,492 principal amount of “AAA” rated debt securities issued by Fannie Mae along
with $9,151 in debt service funds already being held by the trustee. In accordance with irrevocable instructions,
these securities, together with other cash amounts and investments held by the trustee will be used solely to
retire the remaining Pension Obligation Bonds as they mature. Because this was an economic defeasance and
not a legal defeasance, this debt will be reported in the County’s financial statements until it is fully redeemed.
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9. LONG-TERM OBLIGATIONS (Continued)
Revenue Bonds Payable, Certificates of Participation, and Master Lease Agreements (Continued)
Teeter Plan Revenue Bonds, Series 1995A through E
In June 1995, the Orange County Special Financing Authority (“the Authority”) issued in the principal amount of
$155,000 in taxable (1995 Series A - $32,400) and tax-exempt (1995 Series B through E - $122,600) Teeter
Plan Revenue Bonds (“Teeter Bonds”). The Teeter Bonds are limited obligations of the Authority payable solely
from revenues consisting primarily of delinquent tax payments to be made by taxpayers under the County
Teeter Plan program, to be received by the Authority, the County and a trustee. The outstanding principal
balance of the Teeter Bonds as of June 30, 2005 was $123,725.
Lease Revenue Bonds, Series 2001 (Telecommunications Equipment Project)
In April 2001, the OCPFA issued in the principal amount of $10,330 Lease Revenue Bonds, Series 2001
(Telecommunications Equipment Project), to (1) finance the acquisition and installation of certain
telecommunications equipment for general governmental purposes, (2) fund a debt service reserve fund, (3) pay
capitalized interest on bonds, and (4) pay costs related to the issuance of bonds. The bonds are limited
obligations of the OCPFA payable solely from base rental payments to be made by the County pursuant to an
Equipment Lease, and other amounts held by the Trustee in the funds established under the Indenture. As of
June 30, 2005, the outstanding principal amount of the Lease Revenue Bonds was $6,245.
Airport Revenue Refunding Bonds, Series 1997 and 2003
In July 1987, the County issued in the principal amount of $242,440 of Airport Revenue Bonds, Series 1987
(“1987 Bonds”) to finance the construction of new facilities at John Wayne Airport. In July 1993, the County
issued in the principal amount of $79,755 of Revenue Bonds to partially refund the 1987 Bonds. In April 1997,
the County completed a forward refunding of the majority of outstanding 1987 Bonds. The principal amount of
the refunding was $135,050. On July 1, 1997, the County called and redeemed the remaining 1987 Bonds, not
otherwise refunded or redeemed, in the amount of $28,410. On May 29, 2003, the County issued in the
principal amount of $48,680 of Revenue Bonds (“2003 Bonds”), the proceeds of which, together with certain
monies deposited with the Trustee, refunded and defeased the 1993 Bonds. The outstanding principal amount
of 1997 and 2003 Bonds as of June 30, 2005 was $133,519. All Airport Bonds are secured on a parity basis by
a pledge of net revenues of the Airport Enterprise Fund.
Waste Management System Refunding Revenue Bonds, Series 1997
In November 1997, the OCPFA issued in the principal amount of $77,300 Waste Management System
Refunding Revenue Bonds, Series 1997, in order to refund the County of Orange, California, 1988 COPs.
The Waste Management System Bonds are secured by a pledge of (1) the net operating revenues; (2) all
money, securities and funds in the Waste Management Enterprise Fund that are required to be held or set
aside therein for any purpose other than the payment of operating expenses pursuant to the terms of the
sublease, but excluding any such money, securities and funds in the (i) closure account or any other fund or
account required pursuant to state or federal law to be held in trust, (ii) environmental account in an amount
not exceeding $50,000, (iii) post-closure reserve account, or (iv) that were borrowed or received to pay capital
costs and excluding any deposits or net incremental solid waste system revenues or any deposits that are
required to be made in the rebate account; and (3) to the extent permitted by and in accordance with the
procedures established under any applicable law, any rights of the County under any approvals, licenses and
permits relating to the System. The outstanding principal balance of these bonds as of June 30, 2005 was
$51,931.
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9. LONG-TERM OBLIGATIONS (Continued)
Revenue Bonds Payable, Certificates of Participation, and Master Lease Agreements (Continued)
Advance Refunding
In prior years, various bonds, COPs and other obligations have been advance refunded. These obligations are
considered defeased and the long-term debt liability has been removed from the related governmental funds
and enterprise funds. As of June 30, 2005, $20,550 of legally defeased debt remains outstanding.
Schedule of Long-Term Debt Obligations, Fiscal Year 2004-05
Revenue bonds and certificates outstanding and related activity for the year ended June 30, 2005 were as
follows:

Description

Balance
July 1, 2004

Issuances
and
Discount/
Premium
Amortization Retirements

Balance
June 30, 2005

Amounts
Due within
One Year

Governmental Funds:
County of Orange Refunding
Recovery Bonds - Series 1995 A:
Date Issued: June 1, 1995
Interest Rate: 5.0% to 6.50%
Original Amount: $278,790
Maturing in installments through June 1, 2015.

$

225,870

$

--

$

(15,165) $

210,705 $

16,155

Orange County Public Facilities
Corporation, 1996 Recovery
Certificates of Participation - Series 1996 A:
Date Issued: June 12, 1996
Interest Rate: 4.20% to 6.00%
Original Amount: $760,800
Maturing in installments through July 1, 2026.

607,790

--

(26,965)

580,825

28,370

Orange County Public Facilities
Corporation, Refunding Certificates of
Participation (Civic Center Parking
Facilities Project):
Date Issued: August 1, 1991 - Current Interest
Rate Bonds (CIB) and Capital Appreciation
Bonds (CAB)
To refund prior December 22, 1987 bond issue
Interest Rate: CIB - 4.40% to 6.75%
Interest Rate: CAB - 6.85% to 7.05%
Original Amount: CIB - $24,495
Original Amount: CAB - $9,084
Maturing in installments through
December 1, 2018.

11,604

--

(2,520)

9,084

992
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9. LONG-TERM OBLIGATIONS (Continued)
Schedule of Long-Term Debt Obligations, Fiscal Year 2004-05 (Continued)

Description

Issuances
and
Discount/
Balance
Premium
July 1, 2004 Amortization Retirements

Orange County Financing Authority Tax
Allocation Revenue Bonds - Series 1992 A
(Neighborhood Development and
Preservation Project):
Date Issued: June 1, 1992 - Current Interest
Rate Bonds (CIB) and Capital Appreciation
Bonds (CAB)
To refund prior June 1, 1989 Orange County
Development Agency bond issue
Interest Rate: CIB - 4.50% to 6.50%
Interest Rate: CAB - 6.50% to 6.55%
Original Amount: CIB - $27,150
Original Amount: CAB - $932
Maturing in installments through
September 1, 2022.

$

932

$

--

$

(332)

Orange County Development Agency Tax
Allocation Refunding Bonds - Series 2001
(Neighborhood Development and
Preservation Project):
Date Issued: July 11, 2001 - Current Interest
Rate Bonds (CIB)
To refund prior June 1, 1992 Orange County
Development Agency bond issue
Interest Rate: CIB - 4.00% to 5.50%
Original Amount: $26,160
Maturing in installments through
September 1, 2022.

24,727

(7)

(280)

Deferred Amount on Refunding

(1,042)

55

--

Orange County Public Financing Authority
Juvenile Justice Center Facility Lease
Revenue Refunding Bonds - Series 2002:
Date issued: May 1, 2002, and delivered April
24, 2002, to refund the outstanding Refunding
Certificates of Participation.
Interest Rate: 3.00% to 5.50%
Original Amount: $80,285
Maturing in installments through June 1, 2019.

76,483

(16)

Deferred Amount on Refunding

(3,281)

219

(3,755)

--

Balance
June 30, 2005

$

600

24,440

(987)

72,712

(3,062)

Amounts
Due within
One Year

$

309

297

(55)

3,866

(219)
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9. LONG-TERM OBLIGATIONS (Continued)
Schedule of Long-Term Debt Obligations, Fiscal Year 2004-05 (Continued)

Description
Orange County Development Agency
Santa Ana Heights Project Area 2003
Tax Allocation Refunding Bonds:
Date Issued: November 13, 2003 to refund
prior August 1, 1993 bond issue
Interest Rate: 2.00% to 5.25%
Original Amount: $38,465
Maturing in installments through
September 1, 2023.
Deferred Amount on Refunding
County of Orange Taxable Pension
Obligation Bonds – Series 1994 A:
Date Issued: September 1, 1994
Interest Rate: 6.15% to 8.21%
Original Amount: $209,840
Maturing in installments through
September 1, 2004.
County of Orange
Taxable Refunding Pension
Obligation Bonds – Series 1996 A:
Date Issued: June 1, 1996 – Current Interest
Rate Bonds (CIB)
Date Issued: June 12, 1996 – Capital
Appreciation Bonds (CAB)
To refund prior September 1, 1994 bond issue.
Interest Rate: CIB – 7.47% to 7.72%
Interest Rate: CAB – 8.09% to 8.26%
Original Amount: CIB - $81,680
Original Amount: CAB - $40,000
Maturing in installments through September 1,
2010 (CIB) and September 1, 2016 (CAB).

Issuances
and
Discount/
Balance
Premium
July 1, 2004 Amortization

$

40,125

$

(1,787)

(13)
92

5,000

--

64,652

--

Balance
Retirements June 30, 2005

Amounts
Due within
One Year

$

$

(1,645)

$

38,467

--

(1,695)

(5,000)

--

--

64,652

1,371
(92)

--

8,995

___________________________________________________________________________________________
107

Notes to the Basic
Financial Statements
(Dollar Amounts in Thousands)
___________________________________________________________________________________________

9. LONG-TERM OBLIGATIONS (Continued)
Schedule of Long-Term Debt Obligations, Fiscal Year 2004-05 (Continued)

Description

Balance
July 1, 2004

County of Orange
Taxable Refunding Pension
Obligation Bonds – Series 1997 A:
Date Issued: January 1, 1997 – Current
Interest Rate Bonds (CIB)
Date Issued: January 14, 1997 – Capital
Appreciation Bonds (CAB)
To refund a substantial portion of the
September 1, 1994 bond issue.
Interest Rate: CIB – 5.71% to 7.36%
Interest Rate: CAB – 7.33% to 7.96%
Original Amount: CIB - $71,605
Original Amount: CAB - $65,318
Maturing in installments through September 1,
2010 (CIB) and September 1, 2021 (CAB).

$

47,120

Issuances
and
Discount/
Premium
Amortization

$

--

Retirements

$

--

Balance
June 30, 2005

$

47,120

Amounts
Due within
One Year

$

3,061

Orange County Special Financing Authority
Teeter Plan Revenue Bonds Series A through E:
Date Issued: June 1, 1995
Interest Rate: Variable (Series A,B,C,D and E)
Original Amount: $155,000
Maturing in installments through
November 1, 2014.

123,725

--

Orange County Public Financing Authority,
Telecommunications Equipment Project
Lease Revenue Bonds - Series 2001:
Date Issued: April 1, 2001
Interest Rate: 4.00%
Original Amount: $10,330
Maturing in installments through Dec 15, 2008.

7,660

--

(1,415)

6,245

1,470

1,229,578

330

(57,077)

1,172,831

64,520

Subtotal - Governmental Funds

--

123,725

--
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9. LONG-TERM OBLIGATIONS (Continued)
Schedule of Long-Term Debt Obligations, Fiscal Year 2004-05 (Continued)

Description

Balance
July 1, 2004

Issuances
and
Discount/
Premium
Amortization

Retirements

Balance
June 30, 2005

Amounts
Due within
One Year

Enterprise Funds:
Airport Revenue Refunding Bonds Series 1997:
Date Issued: April 2, 1997 to refund $131,490
of the 1987 Airport Revenue bond issue
Interest Rate: 5.00% to 6.00%
Original Amount: $135,050
Maturing in installments through July 1, 2012.
Deferred Amount on Refunding (1997 Airport
Revenue Bonds)

$

92,398

$

(178)

(1,879)

654

Airport Revenue Refunding Bonds Series 2003:
Date Issued: May 29, 2003 to refund 1993
Airport Revenue bond issue
Interest Rate: 2.50% to 5.00%
Original Amount: $48,680
Maturing in installments through July 1, 2018

52,586

(507)

Deferred Amount on Refunding (2003 Airport
Revenue Bonds)

(10,054)

Orange County Public Financing Authority
Waste Management System Refunding
Revenue Bonds - Series 1997:
Date Issued: November 18, 1997 to refund
$77,445 of the OCPFC 1988 Certificate of
Participation (Solid Waste Management
System)
Interest Rate: 4.375% to 5.75%
Original Amount: $77,300
Maturing in installments through
December 1, 2013.

56,398

(187)

Deferred Amount on Refunding (1997 Orange
County Public Financing Authority Revenue
Bonds)

(3,166)

621

Subtotal - Enterprise Funds
Total

$

$

2,037

--

(4,280)

--

(72,137)

$

$

9,150
(476)

49,854

2,966

(8,750)

(1,252)

51,931

4,688

(2,545)

(15,060)
$

83,665
(1,225)

(2,225)

1,707

$ 1,415,861

$

--

1,304

186,283

(8,555)

(574)

172,930

14,502

1,345,761

$ 79,022
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9. LONG-TERM OBLIGATIONS (Continued)
Schedule of Long-Term Debt Service Requirements to Maturity
The following is a schedule of all long-term debt service requirements to maturity by fund type on an annual
basis:
Governmental Funds
Principal
Interest

Fiscal Year(s) Ending June 30
$

2006
2007
2008
2009
2010
2011-2015
2016-2020
2021-2025
2026-2030
Total
Add:
Less:

Premium
Deferred amount
on refunding

Principal payable, net

64,852
65,141
75,692
64,766
73,839
410,378
169,849
173,574
75,475
1,173,566

$

Enterprise Funds
Principal
Interest
$

74,107
71,206
67,089
63,432
60,090
305,946
201,194
64,412
4,594
912,070

16,015
16,880
17,795
18,790
19,810
75,425
16,525
--181,240

$

9,282
8,403
7,456
6,458
5,417
11,627
1,703
--50,346

Total
$

164,256
161,630
168,032
153,446
159,156
803,376
389,271
237,986
80,069
2,317,222

5,009

--

4,210

--

9,219

(5,744)

--

(12,520)

--

(18,264)

$ 1,172,831

$

912,070

$

172,930

$

50,346

$

2,308,177

Changes in Long-Term Liabilities:
Long-term liability activities for the year ended June 30, 2005 were as follows:
Balance
July 1, 2004
Governmental Activities:
Bonds and COPs payable:
Revenue bonds
Certificates of participation
Pension obligation bonds
Recovery bonds
Add: Premium on bonds payable
Less: Deferred amount on refunding
Total bonds & COPs payable, net
Interest on capital appreciation bonds

$

268,607
619,394
116,772
225,870
5,045
(6,110)
1,229,578
73,555

Additions

$

-------12,318

Balance
June 30, 2005

Reductions

$

(7,427)
(29,485)
(5,000)
(15,165)
(36)
366
(56,747)
--

$

261,180
589,909
111,772
210,705
5,009
(5,744)
1,172,831
85,873

Due Within
One Year

$

7,279
29,362
12,056
16,155
34
(366)
64,520
--
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9. LONG-TERM OBLIGATIONS (Continued)
Changes in Long-Term Liabilities (Continued):
Balance
July 1, 2004
Other long-term liabilities:
Compensated employee absences
payable
Arbitrage rebate payable
Pool participant claims
Capital lease obligations payable
Insurance claims payable
Net pension obligation
Total other long-term liabilities
Total Governmental Activities
Long-term Liabilities

Business-type Activities:
Bonds Payable:
Revenue bonds
Add: Premium on bonds payable
Less: Deferred amount on refunding
Total revenue bonds payable, net
Other long-term liabilities:
Compensated employee absences
payable
Arbitrage rebate payable
Landfill site closure/postclosure
liabilities
Total other long-term liabilities
Total Business-type Activities
Long-term Liabilities

$

Balance
June 30, 2005

Reductions

Due Within
One Year

$ 111,198
104
-38,917
102,014
331
252,564

$

(108,736)
-(800)
(4,440)
(95,337)
(342)
(209,655)

$

148,561
138
800
106,189
134,511
760
390,959

$

81,068
-800
4,645
50,702
270
137,485

$ 1,651,183

$

264,882

$

(266,402)

$

1,649,663

$

202,005

$

$

-----

$

(15,060)
(872)
2,579
(13,353)

$

$

16,015
789
(2,302)
14,502

$

146,099
34
1,600
71,712
127,834
771
348,050

Additions

196,300
5,082
(15,099)
186,283

181,240
4,210
(12,520)
172,930

4,650
88

3,438
60

(3,418)
--

4,670
148

2,452
--

172,657
177,395

8,138
11,636

(2,498)
(5,916)

178,297
183,115

370
2,822

363,678

$

11,636

$

(19,269)

$

356,045

$

17,324

Compensated Employee Absences
The estimated compensated employee absences payable for governmental activities recorded at June 30,
2005 is $148,561 compared with $146,099 at June 30, 2004. Employees are entitled to paid annual leave,
comp time and in some cases vacation and sick time depending on job classification, length of service, and
other factors. For the governmental funds, most of the compensated absences liability will ultimately be paid
from the General Fund.
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9. LONG-TERM OBLIGATIONS (Continued)
Special Assessment District Bonds
Special Assessment District Bonds consist of Assessment District Bonds and Community Facilities District
Bonds.
Assessment District Bonds are issued pursuant to provisions of the Improvement Bond Act of 1915 (Division 10
of the California Streets and Highways Code). Proportionate shares of principal and interest installments
sufficient in aggregate to meet annual bond debt service requirements are included on the regular county tax
bills sent to owners of property against which there are unpaid assessments. Neither the faith and credit nor the
taxing power of the County, the State, or any political subdivision thereof is pledged to the payment of the
bonds. Assessment District Bonds represent limited obligations of the County payable solely from special
assessments paid by property holders within each district. Accordingly, such obligations are not included in the
accompanying basic financial statements.
Community Facilities District Bonds are issued pursuant to the Mello-Roos Community Facilities Act of 1982, as
amended, and are payable from a portion of certain special taxes to be levied on property within the boundaries
of the Community Facilities District. Except for the special taxes, no other taxes are pledged to the payment of
the bonds. The bonds are not general or special obligations of the County nor general obligations of the District,
but are limited obligations of the District payable solely from certain amounts deposited by the District in the
special tax fund. Accordingly, such obligations are not included in the accompanying basic financial statements.
The County is acting as an agent of the assessment and community facilities districts in collecting the
assessments and special taxes, forwarding the collections to other paying agents or directly to bondholders, and
initiating any necessary foreclosure proceedings. Because of the County’s limited obligation in connection with
special assessment district and community facilities district debt, related transactions are recorded as
contributions and distributions within the Investment Pool Trust Fund.
Major capital outlay expenditures relating to these bonds are accounted for in the “Special Assessment Districts,
Community Facilities Districts and Service Areas” Capital Projects Fund.
Special assessment district and community facilities district bonds outstanding as of June 30, 2005, amounted
to $790,325.
10. CONDUIT DEBT OBLIGATIONS
From 1980 through 2005 the County issued bonds under the authority of Chapter 7 of Part 5 of Division 3 of the
Health and Safety Code of the State of California. The purpose of the bonds is to finance the purchase of
single-family homes and the construction of multi-family units to benefit low and moderate-income families.
The bonds are secured by the property financed and are payable solely from revenue of the projects and
payments received on the underlying mortgage loans.
The bonds do not constitute an indebtedness or liability of the County and neither the County, the State of
California nor any political subdivisions thereof are obligated in any manner for the repayment of the bonds and
in no event shall the bonds be payable out of any funds or properties of the County. Accordingly, the bonds are
not reported as liabilities in the accompanying basic financial statements.
As of June 30, 2005, there were 88 series of bonds outstanding, with an aggregate principal amount payable
of $1,036,967.
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11. LEASES
Commitments Under Operating Leases
The County is committed under various operating leases primarily for office buildings, office equipment and
other equipment. The following is an approximation of future minimum operating lease commitments:
Fiscal Year Ending June 30
2006
2007
2008
2009
2010
2011-2015
2016-2020
Total

Equipment
$
18,707
14,013
12,825
4,604
923
--$
51,072

Real
Property
$
24,285
20,365
19,346
17,041
14,055
29,120
1,885
$
126,097

$

$

Total
42,992
34,378
32,171
21,645
14,978
29,120
1,885
177,169

Total rent expenditures for operating leases incurred for FY 2004-05 was $47,036.
Capital Leases
The following is a summary of property leased under capital leases:
Land
Equipment
Less: Accumulated Depreciation
Structures and Improvements
Less: Accumulated Depreciation
Total

$

$

24,047
4,437
(2,986)
101,738
(13,460)
113,776

The following are the future minimum lease payments under capital leases together with the present value of
the net minimum lease payments as of June 30, 2005:
Fiscal Year Ending June 30
2006
2007
2008
2009
2010
2011-2015
2016-2020
2021-2025
2026-2027
Total minimum lease payments
Less: amount representing interest
Present value of net minimum
lease payments

$

13,418
13,210
13,428
13,696
12,241
50,211
46,155
34,975
980
198,314
(92,125)

$

106,189
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12. RESERVED FUND BALANCES/NET ASSETS
In the fund financial statements, governmental funds and certain fiduciary funds report reservations of fund
balance/net assets for amounts that are not available for appropriation or are legally restricted for use for a
specific purpose. In addition, the Board of Supervisors has established certain fund balance reserves for
future purposes that are essentially designations of fund balances that represent tentative management
plans that are subject to change. Fund balances at June 30, 2005 are reserved for the following purposes:

General
Fund

Roads

$ 65,894
-1,237
--

$ 39,771
----

$ 1,228
-53
--

319
100
4

68
---

----

-----

-----

----644
---9
18,000
--

Public
Library

Refunding &
Recovery
COPs and
Debt
Tobacco
Settlement Prepayment

Flood
Control
District

Harbors,
Beaches,
and Parks

Other
Governmental
Funds

Fiduciary
Funds

Assets Not Available for
Appropriations:
Encumbrances
Long-term Receivables
Imprest Cash Funds
Employee’s Retirement
Inventory of Materials
and Supplies
Loans
Prepaid Costs
Land and Improvements
Held for Resale
Debt Service
Private Purpose Trust
External Investment Pools
Fund Balances Reserved by
Board of Supervisors for a
Future Purpose:
Equipment Replacement
Equipment Purchase (New)
Administration Fees
Land Purchase
Operations
Future Road Projects
Capital Projects
General Reserves
Cash Difference Funds
Contingencies
Revitalization Projects
Operations - Strategic
Priorities
Reserved Fund Balances/
Net Assets

-----

$ 18,078
----

$ 13,003
----

$ 15,134
32,660
13
--

----

----

182
50
--

96
1,453
--

400
8
911

----

-----

-----

-147,219
---

-----

-----

1,255
385,632
---

--47,532
2,835,120

-----63,169
------

---------2,017
--

----839
-------

------------

484
--35,768
--95,962
12,609
----

1,757
--70
--12,328
7,004
--203

-1,609
5,770
-35,451
--14,320
-10,650
3,294

------------

71,587

--

--

--

--

--

--

--

--

$ 157,794

$ 103,008

$ 3,298

839

$147,219

$ 163,133

$ 35,914

$ 507,107

$ 2,893,958

$

$

-----

$

$

---11,306

General reserves represent a segregation of a portion of fund balance that is restricted to provide for cash
flow financing. General reserves and interfund loans are used by the County to ensure that sufficient cash is
available to meet operating needs each fiscal year until property tax revenues are received in December and
April. General reserves are increased or decreased by the County Board of Supervisors as part of the annual
budget process.
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13. LANDFILL SITE AND POSTCLOSURE CARE COSTS
State laws and regulations require the Integrated Waste Management Department (IWMD) to place final
covers on its landfill sites when the landfills stop accepting waste and to perform certain maintenance and
monitoring functions at the site for a minimum of 30 years after closure. Although closure and postclosure
care costs will be paid only near or after the date each respective landfill stops accepting waste, IWMD is
required by GASB Statement No. 18, “Accounting for Municipal Solid Waste Landfill Closure and Postclosure
Care Costs,” to report a portion of these closure and postclosure care costs as an operating expense in each
period based on the landfill capacity used as of each balance sheet date.
IWMD owns or operates the following waste disposal sites:
• Frank R. Bowerman (FRB) (Irvine – Active)
• Olinda Alpha (Brea – Active)
• Prima Deshecha (San Juan Capistrano – Active)
• Santiago Canyon (Orange – Closed in 2002)
• Coyote Canyon (Newport Beach – Closed in 1995)
All active waste disposal sites, (FRB, Olinda Alpha and Prima Deshecha), are owned by IWMD. Santiago
Canyon’s lease with the Irvine Company was terminated in November 2002 and the Irvine Company donated
the landfill, valued at $1,400, to the County. Coyote Canyon is owned by the Irvine Company and is under
lease.
The total landfill closure and postclosure care liability at June 30, 2005 was $178,297, of which $9,923 is for
remediation. The total liability represents the cumulative amount accrued based on the percentage of the
landfill capacity that has been used to date (38.55%), less actual costs disbursed related to both closure and
postclosure of Santiago Canyon and Coyote Canyon landfills. IWMD will recognize the remaining estimated
cost of closure and postclosure care of $155,274 as the remaining estimated capacity is filled. These
amounts are based on what it would cost to perform all closure and postclosure care in FY 2004-05 dollars.
Actual costs may be higher due to inflation, changes in technology or changes in regulations. IWMD has
landfill capacity permits to operate until the year 2040. With proposed expansion plans, however, IWMD
intends to operate the landfills well beyond this date.
In compliance with the California Integrated Waste Management Board’s regulations, IWMD has elected to
make cash contributions to escrow funds to finance closure costs and has executed a pledge of future
revenue agreement to assure that adequate funds are available to carry out postclosure care of all landfills.
Accordingly, IWMD, on an annual basis, sets aside cash for the FRB, Olinda Alpha, Prima Deshecha, and
Santiago Canyon landfills into escrow funds held by the County. As of June 30, 2005, $173,125 has been set
aside for these costs and is included in the accompanying Proprietary Funds’ Statement of Net Assets as
Restricted Pooled Cash/Investments – Closure and Postclosure Care Costs. The State mandated formula
under which these contributions are computed would provide for the accumulation of sufficient cash to cover
all estimated closure costs when each site reaches maximum capacity. IWMD expects that future inflation
costs will be paid from interest earnings on these annual contributions. However, if interest earnings are
inadequate or additional closure and postclosure care requirements are determined (due to changes in
technology or applicable laws or regulations, for example), these costs may need to be covered by charges to
future landfill users.
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13. LANDFILL SITE CLOSURE AND POSTCLOSURE CARE COSTS (Continued)
Regulations governing solid waste management are promulgated by government agencies on the federal,
state and local levels. These regulations address the design, construction, operation, maintenance, closure
and postclosure maintenance of various types of facilities, acceptable and prohibited waste types, and
inspection, permitting, environmental monitoring and solid waste recycling requirements. Regulations at both
the state and federal levels could impose retroactive liability, particularly with respect to cleanup activities
relating to any landfill site ever operated by the County, whether or not owned by the County. Thus, the
County has potential liability with respect to every landfill ever operated by the County. Compliance with
these regulations may be costly, and, as more stringent standards are developed to protect the environment,
these costs could increase. IWMD has completed preliminary environmental site assessments for the former
refuse disposal stations. On the basis of information currently available to management, IWMD management
believes it has sufficient reserves for known and anticipated remediation costs.
14. CONSTRUCTION AND OTHER SIGNIFICANT COMMITMENTS
At June 30, 2005, major contracts entered into for equipment, land, structures and improvements, and other
commitments were as follows, listed by fund within governmental or business-type activities:
Remaining
Commitments

Project Title
Governmental Activities:
General Fund
Youth Leadership Academy
Central Justice Center – Phase II – HVAC/ADA

$
Subtotal

7,134
8,184
15,318

Roads
Foothill Circulation Phasing Plan
-Alton-Irvine Boulevard to Foothill Transportation Corridor
Laguna Canyon Road
-State Route 73 to Interstate 405
D Skyline Storm Drain
Glassell Street Bridge Sidewalk
Subtotal
Flood Control District
Fullerton Creek Knott to Beach
Huntington Beach Channel:
- Indianapolis to Adams
- Atlanta to Indianapolis
Subtotal
Harbor, Beaches, and Parks
Laguna Coast Wilderness Park Interpretive Center
Subtotal

1,750
18,721
1,508
3,889
25,868
2,631
4,974
1,199
8,804
3,073
3,073
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14. CONSTRUCTION AND OTHER SIGNIFICANT COMMITMENTS (Continued)
Remaining
Commitments

Project Title
Governmental Activities (Continued):
Other Governmental Funds
Sheriff-Coroner Maintenance/Repair Plan
Santa Ana Heights Redevelopment Sewer Improvements
800 MHz Countywide Coordinated Communications System
Vehicles for Transportation Internal Service Fund
Subtotal

$

1,646
2,733
2,582
1,168
8,129

Business-type Activities:
Airport
Rehabilitate Taxiway “E”
Subtotal

1,345
1,345

Subtotal

1,075
6,256
4,038
1,549
12,918

Integrated Waste Management
Light Duty Vehicles/Heavy Equipment
Prima Zone 1 Phase B1/A2 & Distiller Basin
FRB-Phase 7A/B Gas Header Extension
FRB-Phase VIIA Construction

Total

$

75,455

In addition, the County is involved in The Santa Ana River (SAR) Mainstem Project. The SAR is a major flood
control project implemented and funded by the Federal Government and three local sponsors – the Orange
County Flood Control District (OCFCD), San Bernardino County Flood Control District, and Riverside County
Flood Control and Water Conservation District. A component of the initial project has been re-designated as
the Prado Dam Project, which is being implemented and funded by the Federal Government and the OCFCD
only through a separate project cooperation agreement (PCA). The purpose of the SAR Mainstem/Prado
Dam project (“Project”) is to prevent the devastating damage caused by large-scale flooding of the Santa Ana
River flood plain, which is considered by the U.S. Army Corps of Engineers (COE) to constitute the worst
flood threat west of the Mississippi River as to impacts to the population and property. The Project involves a
combination of flood channel improvements and constructing new channels in Orange, San Bernardino and
Riverside counties, construction of the new Seven Oaks Dam in San Bernardino County, construction of
improvements and protection at the Santiago retention basin and along the creek, raising the existing Prado
Dam and increasing its flood flow outlet gates and reservoir capacity, along with several environmental
mitigation related studies, habitat restoration and protection activities, recreation amenities, and preservation
of historical sites and records.
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14. CONSTRUCTION AND OTHER SIGNIFICANT COMMITMENTS (Continued)
The COE’s estimated combined cost of all project components is $1,400,000 with the OCFCD’s cost share
estimated to be $413,000 for acquisition of real property rights, relocations (of roads, bridges, trails, and
utilities), environmental mitigation, and cash contributions for construction. As of June 2005, the OCFCD has
expended about $311,000 on the Project. The construction of Seven Oaks Dam and most channel
improvements in Riverside, San Bernardino and Orange counties have been completed. The relocation and
protection of State Route (SR) 71 adjacent to Prado Dam (a joint OCFCD and Caltrans project) is complete.
Construction to raise the Prado Dam embankments and install new outlet gates is underway. Construction of
improvements and protection of SR 91 in the SAR Canyon is also underway. Several environmental
mitigation studies and restoration/preservation projects are underway in all three counties. All property rights
acquisition for the Seven Oaks Dam, and along the lower SAR in Orange County up to Weir Canyon Road,
are completed. Since approval of the PCA in February 2003, the OCFCD is actively acquiring property rights,
subject to the availability of funding for the Project.
The Project has been authorized by the State Legislature for reimbursement of up to 70% of the Local Sponsors’
expenses through the State Flood Control Subvention Fund, administered by the Department of Water
Resources (DWR). To date, the OCFCD has submitted $137,000 in claims, and received $121,000 in
reimbursements. An additional $78,000 in claims have been or are in the process of being prepared for
submittal to the DWR. Once a claim is reviewed and approved by the DWR, 90% of the eligible expenditures
can be paid, with the remaining 10% paid after an audit by the State Controller’s Office. The County does not
accrue these claim amounts as revenue due to the typical lengthy review and audit time periods after claim
submission and uncertainty on the availability of funding for audits and reimbursements.
At this time, the OCFCD will not have sufficient funds to meet its entire cost share obligation for the Project,
primarily due to the rapid escalation in real estate costs, and relocations and mitigation expenses that were not
initially or fully contemplated in the COE’s estimates. Therefore, reimbursements on past expenses through the
Subvention Program are critical for Project completion.
15. SELF-INSURANCE
The County is exposed to various risks of losses related to torts; theft of, damage to and destruction of
assets; errors and omissions; injuries to employees; natural disasters; unemployment; salary continuance;
and providing health benefits to employees, retirees and their dependents. The County has chosen to
establish Internal Service Funds (ISFs) where assets are set aside for claim settlements and judgments
associated with such losses.
The Workers' Compensation ISF addresses the risks related to employee injury through its Safety Program,
which is responsible for injury and illness prevention. The Workers' Compensation Program ensures that all
benefits are properly provided and administers the contract for the third party workers' compensation claims
administration. Workers' compensation claims are self-funded.
The Property and Casualty Risk ISF is responsible for managing losses related to torts; theft of, damage to
and destruction of assets, errors and omissions, civil rights claims, and natural disasters. Tort liability is also
self-funded, up to $5,000. Commercial insurance is purchased for property and other risk exposures.
Additional excess liability insurance provides up to an additional $40,000 in liability coverage. There have
been no claims or settlements that exceeded the self-insurance threshold. Accordingly, no claims or
settlements have been paid by the excess insurance.
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15. SELF-INSURANCE (Continued)
Independent actuarial studies are secured annually for the Workers’ Compensation and Property and
Casualty Risk ISFs. The unpaid claims liabilities included are based on the results of those annual actuarial
studies and include case reserves, development of known claims, incurred but not reported claims, and
allocated loss adjustment expenses. Unpaid claim liabilities are calculated considering inflation, claims cost
trends, including frequency and payout of settlements and judgments, interest earnings, and changes in legal
and economic factors. Unpaid claims liabilities have been discounted at a rate of 1.25% to reflect anticipated
future investment earnings.
All County departments and other governmental agencies authorized by the Board of Supervisors to
participate in the Workers’ Compensation ISF are charged for their pro rata share of costs based upon
employee classification rates and claims experience. All County departments participate in the Property and
Casualty Risk self-insurance program and are charged for their pro rata share based upon claims experience
and budgeted positions. The rate calculations for Workers’ Compensation and Property and Casualty Risk
ISFs are based upon guidelines established by the State Controller’s Office for cost plan allocations.
The County has also established the Unemployment Insurance ISF, which covers all employees, and the
County PPO Health Plans and Self-Insured Benefits ISFs, which provide health, dental and salary
continuance for a portion of its employees. The County pays through the State of California the standard
unemployment benefits. The health insurance coverage for calendar year 2004 was a maximum of $2,000 for
each covered employee or dependent. As of January 1, 2005, the calendar year 2005 health insurance
coverage is $1,000 for each covered employee or dependent.
Revenues of the ISFs, when combined with current reserves and future contributions, are expected to provide
adequate resources to meet liabilities as they come due.
Changes in the balances of claims liabilities during the past two fiscal years for these self-insurance funds are
as follows:

Workers'
Compensation
Unpaid Claims,
Beginning of FY 2003-04

$

Claims and Changes
in Estimates
Claim Payments
Unpaid Claims,
End of FY 2003-04

$

Claims and Changes
in Estimates
Claim Payments
Unpaid Claims,
End of FY 2004-05

$

83,240

Property &
Casualty Risk

Health & Other
Insurance Benefits

$

$

16,756

12,145

Total
$

112,141

39,754

9,180

61,863

110,797

(27,232)

(8,219)

(59,653)

(95,104)

95,762

$

17,717

$

14,355

$

127,834

28,001

17,672

56,341

102,014

(26,782)

(8,722)

(59,833)

(95,337)

96,981

$

26,667

$

10,863

$

134,511
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15. SELF-INSURANCE (Continued)
Workers’ Compensation legislation that passed in April 2004 has resulted in a leveling of overall costs.
Initially this leveling has occurred through a reduction in medical expenses, which offset the slight increase in
indemnity payments. The other cost saving measures included in that legislation have only just begun to
make an impact, and are expected to be reflected in further cost reductions in the future.
16. ESTIMATED LIABILITY FOR OTHER LITIGATION AND CLAIMS
There are lawsuits and claims pending against the County which may arise during the normal course of
business. To the extent the outcome of such litigation would result in probable loss to the County, any such
loss would be accrued in the accompanying financial statements.
In addition to the accrued liabilities for self-insurance claims incurred but not reported in Note 15, and other
specific litigation and claims described herein, the County is also a defendant in numerous other lawsuits and
claims arising from, among other things, breach of contract and tax disputes. The County is also subject to
audits by federal and state agencies to determine if expenditures of grant monies received from these
agencies are in compliance with the respective grant provisions. Although the aggregate amount asserted in
such lawsuits, claims, or potential audit findings is significant, County management believes that the ultimate
outcome of these matters will not have a significant effect on the financial position or changes in financial
position of the funds of the County.
The lawsuits and claims discussed below represent issues in which the financial loss to the County has been
determined to be a potential liability by County Counsel.
Refuse Disposal Stations As the owner and operator of a number of active and former solid waste disposal
sites, the County has potential exposure to environmental liability. IWMD may be required to perform
corrective action at any of its current or former refuse disposal stations and landfills, even if the County no
longer owns the site. IWMD has completed preliminary environmental site assessments for the former solid
waste disposal sites. On the basis of information currently available to management, IWMD management
believes it has sufficient reserves for known and anticipated remediation costs.
At some of these refuse disposal stations that the County no longer owns, methane gas has been detected on
the property. The Local Enforcement Agency (LEA), the entity that regulates landfills, has directed the current
property owners to develop corrective action plans and propose long-term landfill gas remediation plans at the
sites. Many of these sites are currently owned by different cities within the County. These cities are in the
process of implementing the landfill gas mitigations required by the LEA. The cities have notified the County
that it is their position that the County is responsible for control of the landfill gas on the sites. The County
cannot estimate the cost to control the landfill gas; however, the costs could be substantial. At this time no
amount has been accrued. It is possible that the County could incur significant costs if the courts rule against
the County. Listed below are those refuse disposal stations that the County no longer owns or operates with
pending litigation, potential claims or regulatory actions against the County.
•
•
•
•
•

Coyote Canyon Landfill, The Irvine Company – Pending Litigation
Sparkes Pit/Rains Disposal Station #18, City of Anaheim – Potential Litigation
Forster Refuse Disposal Station #17, Private Owner – Potential Litigation
Cannery Street Refuse Disposal Station #16, City of Huntington Beach – Notice of Intent to Sue
San Joaquin Refuse Disposal Station #13, University of California, Irvine — Actively Negotiating
Resolution
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16. ESTIMATED LIABILITY FOR OTHER LITIGATION AND CLAIMS (Continued)
Barratt American Incorporated, et al. v. County of Orange (Orange County Superior Court Consolidated cases
No. 814037 and 01CC04025) Plaintiff alleges the County overcharged for building permit and inspection fees
from 1999 through 2001 (and continuing) and impermissibly accumulated a surplus in the Building and Safety
special revenue fund. The fund is used to account for building and safety permit fees; much of which plaintiff
alleges were subsequently spent on impermissible items. Plaintiff seeks a variety of forms of relief, including
injunctive, declaratory and monetary damages.
The trial court ruled that the County failed to meet its burden of proof that $4,500 of $18,000 originally
challenged by plaintiff was spent appropriately. The court ruled that the County reduce future building permit
and plan check fees by that amount. The court awarded the plaintiff $1,380 in attorney fees; and this award
has been accrued as a liability in the government-wide financial statements. The judgment is now final and
the County has filed a notice of appeal. The plaintiff has also appealed portions of the judgment.
On July 1, 2003, plaintiff filed a new complaint (Orange County Superior Court Case No. 03CC00235) against
the County seeking various forms of relief regarding the building permit fee ordinance enacted by the Board of
Supervisors in March 2003. Plaintiff’s complaint was served in July 2003; the County has filed its answer and
the trial date is set for February 27, 2006.
On October 1, 2004, plaintiff filed another complaint (Orange County Superior Court Case No. 04CC001664)
against the County for declaratory relief, validation and Petition for Mandate challenging Orange County
Ordinance 04-007, setting fees for building permits and plan reviews. The County denies the allegations and
intends to defend itself in court against the complaint. The Court has set a trial date for February 27, 2006.
William B. Bunker, etc., et al. v. County of Orange Plaintiff contends that the County has consistently violated
the statute requiring the Assessment Appeals Board (“AAB”) to hear and finally determine applications for
change in property tax assessments within two years. According to the statute, if the applications are not
finally determined by the AAB within two years, the taxpayers’ opinions of value as stated in their applications
must be adopted. The plaintiff seeks an order on behalf of himself and all similarly situated taxpayers whose
applications were not finally determined within two years requiring that the County give notice to each of these
taxpayers that they have overpaid their taxes. The taxpayers would then have one year to file a claim for
property tax refunds.
The County prevailed upon demurrer at the trial court level. However, on November 6, 2002, the Court of
Appeals reversed the trial court’s ruling. The Court of Appeals held that the County is required to give notice
under Revenue and Taxation Code section 1604(e) and 2635 to the class of taxpayers whose applications for
reduction in assessment were not finally determined within two years as required by Revenue and Taxation
Code section 1604(c). The Court of Appeal subsequently denied the County’s Petition for Rehearing on the
issue of the court’s opinion addressing Revenue and Taxation Code section 1604(e).
Since the amount of the liability depends upon the number of taxpayers entitled to notice, the number of
taxpayers filing claims for refunds and the amount of such claims, the County is unable to estimate potential
liability in this matter. However, the total liability to the County, including attorney’s fees, could exceed
$2,000. The court has approved the class settlement and a claims administrator has been retained to handle
claims. The actual amount of the liability is not yet known, however, an estimated $2,000 liability has been
accrued in the financial statements. Attorneys’ fees are unresolved at this time. Plaintiff’s motion for
attorneys’ fees is scheduled to be heard on January 31, 2006.
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16. ESTIMATED LIABILITY FOR OTHER LITIGATION AND CLAIMS (Continued)
Potential Fire Station Claims Certain fire stations previously owned by the County were transferred to the
Orange County Fire Authority (OCFA) in connection with OCFA’s formation in March 1995. As part of the
joint powers agreement forming the OCFA, of which the County is a party, the County agreed to indemnify
OCFA for certain claims and liabilities arising prior to its formation.
OCFA has contacted the County regarding potential claims against the County arising out of possible
contamination from motor vehicle fuels that leaked from underground storage tank systems at nine fire
stations. OCFA claims are currently tolled until February 2007 under tolling agreements with the County. In
addition, an abutting landowner at one of the stations has threatened litigation alleging that contamination
from leaking storage tank systems has migrated to the abutting property.
Although the County may face liability for contamination from underground storage tanks at fire stations, and
the potential liability may be substantial, the County assessment of the potential claims is in the preliminary
stages, making accurate quantification of potential liability, if any, difficult. With regard to the potential thirdparty claim, the County has not been provided sufficient access to the abutting property to permit an adequate
assessment of the potential contamination.
Smith v. County of Orange, et al. (Orange County Superior Court Case No. 05CC00053) This action is a
class action lawsuit filed by a few named foster children through their Guardian Ad Litem on behalf of the
foster children and all those similarly situated and by certain foster parents on behalf of themselves and all
those similarly situated. The action was filed on March 8, 2005 and the County was served with the
Complaint on May 25, 2005. The Complaint alleges that certain foster children in the County have been
assessed as developmentally disabled, and as a result are “dually aligned” or “dual agency” children, and
thus are a recipient of the foster children program as well as a client for the State Regional Centers for the
developmentally disabled. Plaintiffs further allege that as a result of the foster children being dually aligned,
the rate of monetary support to be paid to the foster parent Plaintiffs is greater that the regular foster care
monetary rate.
The Complaint alleges that the Foster Parent Plaintiffs have been receiving payments at a lower rate than
they are entitled. The Complaint contains four different causes of action for underpayment, writ of mandate,
declaratory and injunctive relief. The ultimate relief sought is to compel the payment of the difference in the
rate for dually aligned children and the regular foster care monetary rate.
The County denies that it has any liability in this matter or that it breached any alleged duty. However, at this
preliminary stage of litigation, the County is unable to estimate potential liability in this matter. The amount of
such liability, if any, depends upon whether the Court determines the County breached a duty owing to the
Plaintiffs, if the Court certifies the class, and if so, the number of potential class members. It also depends on
whether the Court finds the foster children Plaintiffs have standing, whether the statute of limitations has run
as to the foster parent Plaintiffs, and whether Plaintiffs need to exhaust their administrative remedies.
Butler v. County of Los Angeles, et al. (Los Angeles Superior Court Case No. BC329695) This is a class
action lawsuit with the same charging allegations and theories of liability as the Smith v. County of Orange
case detailed in the above paragraphs. However in this case, the foster children and their foster parents are
seeking to have a defendant class certified as well as the Plaintiff class. Plaintiffs are seeking to have each of
the 58 counties in California certified as the defendant class. The County of Orange, although named as a
defendant, has not been formally served with the complaint in this matter.
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16. ESTIMATED LIABILITY FOR OTHER LITIGATION AND CLAIMS (Continued)
Butler v. County of Los Angeles, et al. (Continued)
The County denies that it has any liability in this matter or that it breached any alleged duty. However, at this
preliminary stage of litigation, the County is unable to estimate potential liability in this matter. The amount of
such liability, if any, depends upon the same factors discussed above with respect to the Smith v. County of
Orange action.
Medicare Investigation The County’s Health Care Agency (HCA) is currently under investigation by federal
authorities for potential civil fraud and False Claims Act violation in connection with its Medicare billings for
mental health services. The investigation is being directed by the United States Attorney’s Office for the Central
District of California, working in conjunction with Office of the Inspector General for the Department of Health
and Human Services. The County believes that the investigation focuses on HCA’s Medicare billing practices
from 1990 through 1999, and that the investigators believe that HCA may have made numerous false claims on
its Medicare bills during that period and may have submitted false claims for physician services that were not
rendered by physicians.
HCA is currently engaged in ongoing settlement discussions with the federal government. No civil lawsuits have
been filed by the federal government in connection with the investigation. Because no civil lawsuits have yet
been filed in this investigation, and because the issues in this matter involve complex and disputed issues of fact
and law, it is difficult to estimate any likely penalties and/or other costs that the County may be required to pay
and no amounts have been accrued in the basic financial statements.
17. RETIREMENT PLANS
Orange County Employees Retirement System (OCERS)
Plan Description Substantially all County employees participate in the Orange County Employees Retirement
System (“OCERS”), a cost-sharing multiple-employer public employee retirement system established by the
voters of Orange County in 1945 pursuant to the County Employees Retirement Law of 1937, California
Government Code Section 31451 et. seq. (the “Retirement Law”). OCERS is an independent, defined-benefit
retirement plan in which employees of the County and employees of certain cities and special districts within
the County participate. OCERS is governed by the Board of Retirement (the “OCERS Board”), which is
independent of the County Board of Supervisors. Certain attributes of independence of OCERS are
guaranteed under the California Constitution. The OCERS Board consists of nine regular and one alternate
member. Four OCERS Board members are appointed by the Board of Supervisors, three members plus one
alternate are elected from active County employees, one member is elected from retirees, and the County
Treasurer-Tax Collector is a statutory member.
The OCERS Board supervises the investment of OCERS assets and the distribution of benefits to retired
employees. The OCERS Board also determines the annual contributions required of the County and other
participating local governmental entities to fund OCERS. Such annual contributions consist primarily of two
components: the so-called “normal cost” contribution and the “unfunded actuarial accrued liability” (the
“UAAL”) contribution, to the extent an UAAL exists.
The Retirement Law requires an actuarial valuation to be performed at least every three years. OCERS
practice has been to conduct an actuarial valuation on an annual basis as of December 31 of each year,
which is the end of the OCERS fiscal year.
OCERS issues a stand-alone annual financial report each year ending December 31, which can be obtained
online at www.ocers.org, in writing to the Orange County Employees Retirement System, 2223 Wellington
Avenue, Santa Ana, CA 92701, or by calling (714) 558-6200.

___________________________________________________________________________________________
123

Notes to the Basic
Financial Statements
(Dollar Amounts in Thousands)
___________________________________________________________________________________________

17. RETIREMENT PLANS (Continued)
Orange County Employees Retirement System (OCERS) (Continued)
Plan Description (Continued)
According to OCERS most recent public report dated December 31, 2004, entities paying into the OCERS
include the County of Orange, Orange County Transportation Authority, Orange County Sanitation District,
University of California, Irvine Medical Center, City of San Juan Capistrano, Transportation Corridor Agencies,
Orange County Vector Control District, Orange County Department of Education, Orange County Cemetery
District, Orange County Public Law Library, In-Home Supportive Service Public Authority, Orange County Fire
Authority, City of Rancho Santa Margarita, Children and Families Commission of Orange County, OCERS,
Orange County Local Agency Formation Commission and Orange County Superior Court. The County
payments represent approximately 80% of the payments into OCERS.
OCERS provides for retirement, death, disability, and cost-of-living benefits. Under OCERS, each County
employee receives a defined-benefit pension at retirement, that is, a specific amount per month determined in
accordance with the Retirement Law, which amount is not dependent upon the amount of money credited to
the employee’s account at the time of retirement. The OCERS Board does not set the benefit amounts.
OCERS administers benefits that are set by the County Board of Supervisors through the collective
bargaining process with County employees in accordance with the Retirement Law.
Funding Policy In accordance with various Board of Supervisors' resolutions, the County's funding policy is to
make periodic contributions to OCERS in amounts such that, when combined with employee contributions
and investment income, will fully provide for member benefits by the time they retire. Covered employees
are required to contribute a percentage of their annual compensation to OCERS as a condition of
employment. Base employee contributions are calculated using a formula defined in the Retirement Law.
Employer contributions are based on what is needed to properly fund the system. The law, however, does
allow employers and employees to negotiate some variation in who pays the contributions. OCERS’
responsibility is to make certain the total required contribution is paid, regardless of how the employers and
employees share the cost. For FY 2004-05, employer's contributions, as a percentage of covered payrolls,
were 12.62% for General members, 39.39% for Safety-Law Enforcement members and 12.75% for SafetyProbation members.
Employee contributions for Tier I members is based on the member's age at entry in OCERS and is
calculated to provide an annual annuity equal to 2% of the member's "final compensation" for each year of
service rendered at age 57 for General members. For Tier II General members, the rate of contribution is
calculated to provide an annual annuity equal to 1.6667% of the member's "final compensation" for each year
of service rendered at age 57.5. In the 1997 Ventura decision of the Southern California Supreme Court, the
Court stated that for the purpose of calculating pension benefits, “final compensation” can mean not only base
salaries, but also other components (such as overtime and extra pay categories). Orange County employee
contributions under current contracts are calculated only on base salary, which excludes other additional
items of compensation.
Effective June 28, 2002, for Tier I and II Safety members, the rate of contribution is calculated to provide an
annuity equal to 3% of the member's "final compensation" for each year of service rendered at age 50.
Probation Services employees were granted safety retirement status by the Board of Supervisors as of June
28, 2002 and earn benefits under a 2% at 50 formula for service after that date. On or after June 10, 2005,
Probation Service employees will earn benefits under a 3% at 50 benefits formula.
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17. RETIREMENT PLANS (Continued)
Orange County Employees Retirement System (OCERS) (Continued)
Funding Policy (Continued)
Effective July 1, 2005, as part of collective bargaining agreements with County employees, most General
Members who work for the County of Orange (approximately 13,000) became Plan I (formally Tier I) members
and Plan J (formally Tier II) members. The benefit formula beginning July 1, 2005 is 2.7% of the member’s
“final compensation” for each year of service rendered at age 55. In collective bargaining agreements with
General Members, which expire in June 2007, the unions agreed that current employees will pay the costs of
the difference between retirement benefits at the prior formulas and the new 2.7% at age 55 formula.
However, members of the American Federation of State, County and Municipal Employees (approx. 860
employees) did not receive the 2.7% at age 55 retirement formula and remain at the current benefit formulas.
Refer to Note 19 (Subsequent Events) for updated information on retirement benefits.
The Pension Liability or Asset at transition was calculated in accordance with the provisions of GASB
Statement No. 27, “Accounting for Pensions by State and Local Governmental Employers,” and was zero at
transition and the effective date.
Actuarial Valuation and Funding Methodology Actuarially, based on OCERS’ assumptions, OCERS currently
has an UAAL. The UAAL for OCERS is an estimate based on a series of assumptions that operate on
demographic data of OCERS’ membership. This process is necessary to determine, as of the date of the
calculation, how sufficient the assets in OCERS are to fund the accrued costs attributable to active, vested
terminated and retired employees. This determination of underfunding rests on actuarial assumptions
regarding expected return on invested assets, the assumed future pay increases for current employees,
assumed rates of disability, the assumed retirement ages of active employees, the assumed marital status at
retirement, the post-employment life expectancies of retirees and beneficiaries, salary increases,
contributions to OCERS, inflation, and other factors. The UAAL is paid by all participating agencies, including
the County, and amortized, over a period of years (as described below). The County previously funded a
portion of the UAAL attributable to the County with the proceeds of taxable pension obligation bonds. For
further information regarding the pension obligation bonds, refer to the “Actuarial and Funding Status” section
on the next page and Note 9, Long-Term Obligations.
When measuring assets for determining the UAAL, many pension plans, including OCERS, “smooth” market
value gains and losses to reduce volatility. If in the period for which an actuarial valuation is prepared the
actual investment return on OCERS’ assets is lower or higher than the actuarial assumed rate of return, then
20% of the shortfall or excess is recognized in each of the succeeding fiscal years, resulting in the smoothing
or spreading of that shortfall or excess over a five-year period. The impact of this will result in “smoothed”
assets which are lower or higher than the market value of assets depending upon whether the remaining
amount to be smoothed is either a net gain or a net loss.
December 31, 2004 Actuarial Valuation In 2004, OCERS retained the Segal Company as its actuary to
complete an actuarial valuation of OCERS (the “Segal Valuation”) as of December 31, 2004. OCERS’ prior
actuarial valuation, as of December 31, 2003, was completed on July 16, 2004 by Towers Perrin and
determined the UAAL to be $1,309,000. The Segal Valuation calculated the UAAL as of December 31, 2004
to be $2,340,000. The Segal Valuation determined that the ratio of the valuation assets to actuarial accrued
liabilities decreased from 78.5% as of December 31, 2003 to 69.1% as of December 31, 2004. The Segal
Valuation estimated that the UAAL and funding ratio, without the changes in actuarial assumptions,
procedures and methodologies used in their valuation, would have been $1,761,000 and 74.9%, respectively.
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17. RETIREMENT PLANS (Continued)
Orange County Employees Retirement System (OCERS) (Continued)
December 31, 2004 Actuarial Valuation (Continued)
The average aggregate employer contribution rate for the County in the Segal Valuation increased from
18.9% of payroll beginning July 1, 2005 to 30.3% beginning July 1, 2006, and employee rates, some of which
are contributed by the County under existing bargaining agreements also increased. Employer and employee
rates are expressed as a percentage of payroll. The $1,031,000 increase in the UAAL was attributable to a
number of factors including the following:
•
•
•

Differences between the Segal Valuation and the prior actuary’s valuation system and procedures
Changes in assumptions, including salary scale, withdrawal and retirement assumptions, based upon the
December 31, 2004 triennial experience study of the County
Benefit changes including the adoption of a 2.7% at 55 formula for the County, Orange County Superior
Court and Orange County Fire Authority general members; 2.5% at 55 for the Orange County Sanitation
District; and 3% at 50 for the County’s safety officers

On October 24, 2005, the OCERS Board met to consider the Segal Valuation and the recommendations of
OCERS Chief Executive Officer, including a phased approach to rate adjustments over three years,
commencing FY 2006-07. The Segal recommendations were adopted and the County will be given the option
to phase in increased contribution requirements over a three year period beginning in FY 2005-06. Under the
phase-in plan, if applied by the County, the employer contribution rate will increase by 16.9% in FY 2006-07.
If the phase-in plan is not adopted by the County, the employer contribution rate will increase by 44% in FY
2006-07.
Actuarial and Funding Status The table below presents OCERS actual investment returns for the past five
years. Average returns for OCERS over the past ten years have been 10.8% per year.
Orange County Employees Retirement System
Historical Investment Returns
(Market Value)
2000

2001

2002

2003

2004

3.28%

( 3.22%)

( 5.46%)

19.84%

11.40%

Source: Orange County Employees’ Retirement System Comprehensive Annual Financial Report 2004

OCERS is funded pursuant to the Projected Unit Credit funding method. Among the actuarial assumptions
currently used in valuing the plan are that future earnings will be 7.5%, and this same rate is used to discount
future values. Actuarial losses are funded and actuarial gains credited over fixed 15 year periods. Any
liability or surplus due to benefit or assumption changes is funded over 30 years. However, any liability or
surplus due to a benefit change adopted after April 22, 2005 will be amortized over a fixed 15 year period.
Actuarial assumptions are subject to change.
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17. RETIREMENT PLANS (Continued)
Orange County Employees Retirement System (OCERS) (Continued)
Actuarial and Funding Status (Continued)
The table below shows the changes in OCERS net plan assets for the past three calendar years. The County
contributions represent approximately 80% of total employer contributions.
Orange County Employees Retirement System
Contributions
Years Ended December 31
2003
2004
2002
Contributions Received:
Employer Contributions
Employee Contributions
Net Investment Gains (Losses)
Net Securities Lending Income and Other Income
Participant Benefits
Withdrawals and Refunds
Administrative Expenses
Increases (Decreases) in Plan Net Assets

$

13,289
77,917
(270,654)
1,466
(181,549)
(4,482)
(8,279)

$ 124,243
81,581
788,036
1,050
(210,273)
(6,412)
(8,848)

$ 194,430
81,931
568,027
973
(230,684)
(7,845)
(9,463)

$ (372,292)

$ 769,377

$ 597,369

Source: Orange County Employees’ Retirement System Comprehensive Annual Financial Report 2004
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17. RETIREMENT PLANS (Continued)
Orange County Employees Retirement System (OCERS) (Continued)
Actuarial and Funding Status (Continued)
The table below shows the present value of retirement benefits, the actuarial value of assets available for
retirement benefits, and two indicators of funding progress for OCERS, the funding ratio and the ratio of UAAL
to annual payroll. As of December 31, 2004, OCERS’ actuarial valuation of assets still reflected the deferral
of approximately $156,000 in net gains due to the recognition of gains and losses on an actuarial basis over a
five-year “smoothing” period. Approximately 80% of the OCERS unfunded liability is allocable to the County.
Orange County Employee’s Retirement System
Schedule of Funding Progress for Years Ended December 31

Actuarial
Valuation
as of
December
31
2000
2001
2002
2003
2004 (5)
(1)

(2)
(3)
(4)
(5)

Actuarial
Value of
Assets
$ 4,497,326
4,586,844
4,695,675
4,790,099
5,245,821

Actuarial
Accrued
Liability
(AAL)
$ 4,335,025
4,843,899
5,673,754
6,099,433
7,589,690

Underfunded
or
(Overfunded)
AAL (1)
$ (162,301)
257,055
978,079
1,309,334
2,340,869

Funded
Ratio (2)
103.74%
94.69%
82.76%
78.53%
69.15%

Covered
Payroll (3)
$ 994,669
1,122,763
1,242,348
1,243,964
1,257,085

Underfunded
or
(Overfunded)
AAL as a
Percentage of
Covered
Payroll (4)
(16.32%)
22.89%
78.73%
105.25%
186.21%

Commonly referred to as UAAL - Actuarial value of assets minus actuarial accrued liability (positive
numbers represent an actuarial surplus)
Actuarial value of assets divided by actuarial accrued liability
Annual payroll against which UAAL amortized
UAAL divided by covered payroll
Effective with the 2004 plan year, the actuarial valuation of plan assets was changed to a 5-year
smoothing methodology based on market value rather than a rolling 5-year modified book value
Source: Orange County Employees’ Retirement System Comprehensive Annual Financial Report 2004

In September 1994, the County issued $320,000 of pension obligation bonds, of which $318,000 in proceeds
were paid to OCERS. For accounting purposes, OCERS maintains the proceeds in a County Investment
Account. Amounts in the County Investment Account have been used to fund a portion of the County’s
contributions over time, pursuant to agreements between OCERS and the County, which allows the County
significant discretion in applying the credit. As of June 30, 2005, $152,475 of such proceeds remain available
for future credits to the County’s pension obligations.
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17. RETIREMENT PLANS (Continued)
Orange County Employees Retirement System (OCERS) (Continued)
Actuarial and Funding Status (Continued)
The table below shows the County’s required contributions and the percentage contributed for the current
fiscal year and each of the two prior fiscal years.
Orange County Employees’ Retirement System
County Contributions

Year
Ended
06/30/03
06/30/04
06/30/05

County Cash
Contribution
$ 59,801
114,847
175,119

OCERS
Investment
Account
Contribution
$ 37,804
33,309
7,158

Total Annual
Required
Contribution
$ 97,605
148,156
182,277

Percentage
Contributed
100%
100%
100%

County Administered Pension Plans
County of Orange 401(a) Plan
Plan Description Effective January 1999, as amended and restated on March 1, 2002, the County established
the County of Orange 401(a) Plan for the benefit of eligible employees, which included members of the Board of
Supervisors, certain executive managers, administrative managers included in the Executive Policy Unit,
attorneys represented by the Orange County Attorney’s Association and certain other employee classifications
as defined in the plan document. The plan is intended for retirement and funds may not be withdrawn until
participants have separated from the County. The plan benefits for a participant who separates from service
with the County or retires on or after the normal retirement date will be dependent upon the accumulated value
of individual contributions and investment return. As of June 30, 2005, the plan has 735 participants.
Funding Policy This plan is a defined contribution plan funded entirely by employer contributions. County
contributions to the plan vary according to employee classification and range from $100 per month to 6% of biweekly compensation. Additional County contributions equal to 1.5% of compensation are made on behalf of
certain employees electing not to participate in OCERS. Total contributions for the year ended June 30, 2005,
were $1,163 by the County and zero by the employees. A third-party custodian holds all plan assets in trust.
Plan participants self-direct the investment of plan contributions into any of a number of eligible investment
options offered under the plan. As of June 30, 2005, the value of plan assets was $4,453.
Extra Help Employees
The County provides retirement plans for extra-help employees and part-time employees working less than 20
hours a week. The plans were adopted to comply with the Omnibus Budget Reconciliation Act of 1990.
Eligible employees of these plans are not covered by OCERS. There are currently two active plans for
employees in this category. The Defined Benefit Retirement Plan was adopted in January 1992 and was
closed to new participants as of February 28, 2002. The Extra Help Employee Defined Contribution Plan
replaced the Defined Benefit Retirement Plan and was effective for new employees hired on or after March 1,
2002.
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17. RETIREMENT PLANS (Continued)
County Administered Pension Plans (Continued)
Defined Benefit Retirement Plan
Plan Description The plan is a single-employer defined benefit retirement plan for employees performing
services based on less than half-time or as extra-help. The normal retirement benefits for a participant who
retires on or after the normal retirement date is a monthly amount equal to one-twelfth of two percent of the
participant’s career earnings during the final 30 years of credited service. The normal retirement date is the first
day of the month coinciding with or immediately preceding a participant’s 65th birthday. The County Board of
Supervisors has full authority to amend or establish plan or benefit provisions at any time in accordance with the
plan.
The plan was closed to new participants as of February 28, 2002. As of June 30, 2005, the plan consists of 236
active plan participants, 574 terminated plan participants entitled to but not yet receiving benefits, and 18
retirees receiving benefits.
The plan financial statements are prepared using the accrual basis of accounting. Plan participant and
County contributions are recognized in the period in which contributions are due, as required by statutory or
contractual agreements. The benefits paid to participants and refunds of prior contributions are recognized
when due and payable, in accordance with the terms of the plan. The employee contributions are recognized
when due, pursuant to the plan documentation.
Investments are reported at fair value as further described in Note 1.F and are fully invested in the County
Pool as described in Note 3. The plan has not issued separate stand-alone financial statements.
Funding Policy Plan participants are required to contribute between 2.5 and 7.5 percent of their annual
covered compensation based upon their attained age as of January 1 of each calendar year. Based on the
plan actuary’s advice, the County determines the amount necessary for contribution to the plan. Since the
plan’s inception, the County has contributed $342. The annual required contribution is equal to:
•
•
•

Normal cost
Minus employer and employee contribution
Plus 30-year amortization of the UAAL

The County charges a benefits administration fee to County agencies, which funds the cost of administering
all of the County benefit programs, including the Extra Help Defined Benefit Retirement Plan. The County
Treasurer charges its normal investment management fee related to the Pension Trust Fund’s participation in
the County Pool.
Annual Pension Cost GASB Statement No. 27 requires the County to have an actuarial valuation performed
at least biennially to determine the plan’s annual pension cost. The plan’s annual pension cost was
calculated using the data and assets as of June 30, 2004.
The annual pension cost equals the plan’s annual required contribution, adjusted for historical differences
between the annual required contribution and amounts contributed. The actuary has determined the County’s
annual required contribution is the total of (a) normal cost, (b) minus employee contribution, and (c) plus 30year amortization of the unfunded actuarial liability. Based on the actuarial report dated July 1, 2005, interest
on the net pension obligation is $42.
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17. RETIREMENT PLANS (Continued)
County Administered Pension Plans (Continued)
Defined Benefit Retirement Plan (Continued)
Annual Pension Cost (Continued)
For the fiscal year ended June 30, 2005, the County’s annual required contribution was $342. The required
contribution was determined as part of the July 2004 actuarial valuation report, which used the traditional
(unprojected) unit credit actuarial cost method. The actuarial assumptions included (a) 5.5% investment
return (net of administrative expenses), (b) the 1983 Group Annuity Mortality table for Males and Females,
and (c) projected annual salary increases of 4% a year (used to project future payroll only). Both (a) and (c)
include a 3.75% annual inflation component. The unfunded actuarial liability is being amortized as a level
dollar on a closed basis. The remaining amortization period is 30 years.
Orange County Defined Benefit Retirement Plan
Schedule of Funding Progress

Actuarial
Valuation
Date
06/30/00
06/30/01
06/30/02
06/30/03
06/30/04
06/30/05

Actuarial
Value of
Plan Assets
(a)
$

2,666
3,419
4,121
4,655
4,707
4,387

Actuarial Accrued
Liability (AAL)
- Unit Credit
(b)
$

3,750
4,149*
7,035
8,137**
8,124
7,329****

Unfunded
AAL
(UAAL)
(b-a)

Funded
Ratio
(a/b)

Annual
Covered
Payroll
(c)

UAAL as a
Percentage of
Covered Payroll
((b-a)/c)

$ 1,084
730
2,914
3,482
3,417
2,942

71.1%
82.4%
58.6%
57.2%
57.9%
59.9%

$ 18,920
19,676
24,192
25,160***
9,306
6,112

5.7%
3.7%
12.0%
13.8%
36.7%
48.1%

*June 30, 2001 Actuarial Accrued Liability based on June 30, 2000 valuation results rolled forward one year
**June 30, 2003 Actuarial Accrued Liability based on June 30, 2002 valuation results rolled forward one year
***June 30, 2003 covered payroll is based on June 30, 2002 valuation results rolled forward one year using salary
scale assumption of 4.0%
****June 30, 2005 Actuarial Accrued Liability based on June 30, 2004 valuation results rolled forward one year
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17. RETIREMENT PLANS (Continued)
County Administered Pension Plans (Continued)
Defined Benefit Retirement Plan (Continued)
Annual Pension Cost (Continued)
The annual pension cost and net pension obligation for the current year and prior two years were as follows:
06/30/03
Annual required contribution
Interest on net pension obligation
Adjustment to annual required contribution
Annual pension cost
Contributions made
Increase/Decrease in net pension obligation
Net pension obligation, beginning of year
Net pension obligation, end of year

$

$

06/30/04

277
9
(11)
275
-275
166
441

$

$

336
24
(30)
330
-330
441
771

06/30/05
$ 342
42
(53)
331
(342)
(11)
771
$ 760

Schedule of Employer Contributions

Year
Ended
June 30
2000
2001
2002
2003
2004
2005

Annual
Required
Contribution
(ARC)
$ 22
73
65
277
336
342

Percentage
of ARC
Contributed
0%
0%
0%
0%
0%
100%

Net
Pension
Obligation
$ 28
101
166
441
771
760

Extra Help Defined Contribution Plan
Plan Description On March 1, 2002, the County adopted a Defined Contribution Plan to replace the Defined
Benefit Retirement Plan for extra-help employees and part-time employees working less than 20 hours per
week. This plan is a tax-deferred retirement plan, established in accordance with Internal Revenue Code
sections 457 and 3121 and is intended to comply with the Omnibus Budget Reconciliation Act of 1990. Eligible
employees of this plan are not covered by OCERS. As of June 30, 2005 there were 1,568 participants in the
plan.
The plan is intended for retirement and funds may not be withdrawn until participants have separated from the
County. The plan benefits for a participant who separates from service with the County or retires on or after the
normal retirement date will be dependent upon the accumulated value of individual contributions and investment
return.
If a participant’s employment status changes from a part-time or extra-help employee to a permanent full-time
employee or a part-time employee working 20 hours or more per week, those participants may elect to transfer
the balance to the County’s Deferred Compensation Plan or leave the balance in the plan until they are no
longer employed with the County.
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17. RETIREMENT PLANS (Continued)
County Administered Pension Plans (Continued)
Extra Help Defined Contribution Plan
Funding Policy Participants in the plan are required to contribute 7.5% of compensation each pay period. The
contributions are invested in a stable value fund offered through GWFS Equities, Inc., which is designed to
protect principal and maximize earnings. There is no additional contribution made by the County. Total
contributions for the year ended June 30, 2005 were $747 by the employees and zero by the County.
Annual Pension Cost There are no separate recordkeeping or administrative fees charged to the participants.
The investment management fee charged by GWFS Equities, Inc. for the stable value fund is deducted from
the interest earnings each quarter as a percentage of the interest rate credited.
Condensed Financial Statements
In lieu of separately issued financial statements for the County administered pension trust funds, condensed
financial statements are presented below as of and for the year ended June 30, 2005:
Extra Help
Defined
Benefit
Retirement
Plan

Total

Extra Help
Defined
Contribution
Plan

401(a)
Defined
Contribution
Plan

Statement of Net Assets
Pooled Cash/Investments
Restricted Cash and Investments with
Trustee
Receivables:
Interest/Dividends
Due from Other Governmental
Agencies
Total Net Assets Held in Trust

$

4,361

$

4,361

$

--

$

--

6,158

--

1,704

4,454

27

27

--

--

760

760

--

--

$ 11,306

$

5,148

$

1,704

$

4,454
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17. RETIREMENT PLANS (Continued)
County Administered Pension Plans (Continued)
Condensed Financial Statements (Continued)
Extra Help
Defined
Benefit
Retirement
Plan

Total

Statement of Changes in Net Assets
Additions:
Contributions to Pension Trust:
Employer
Employee
Interest and Investment Income
Less: Investment Expense
Total Additions
Deductions:
Benefits Paid to Participants
Refunds of Prior Contributions
Total Deductions

$

342
2,311
361
(4)
3,010

$

342
400
109
(4)
847

Extra Help
Defined
Contribution
Plan

$

-747
54
-801

401(a)
Defined
Contribution
Plan

$

-1,164
198
-1,362

387
970
1,357

57
970
1,027

240
-240

90
-90

Change in Net Assets Held in Trust For:
Employee’s Retirement

1,653

(180)

561

1,272

Net Assets Held in Trust at July 1, 2004

9,653

5,328

1,143

3,182

Net Assets Held in Trust at June 30, 2005

$ 11,306

$

5,148

$

1,704

$

4,454

18. POST EMPLOYMENT HEALTH CARE BENEFITS
Plan Description On August 1, 1993, the County Board of Supervisors approved the County of Orange
Retiree Medical Plan (the “Medical Plan”) to assist career employees in maintaining health insurance
coverage following retirement from County service.
Under the Medical Plan, eligible retired County employees receive a monthly grant (the “grant”), which helps
offset the cost of County sponsored medical plan premiums and can also be applied towards Medicare
premiums. The grant amount is determined by a formula which multiplies a base number by the number of
years of qualifying County employment up to a maximum of 25 years. The base number for calendar year
2005 is $15.67 (in absolute dollars), and the maximum monthly grant is $391.75 (absolute dollars). The base
number is adjusted annually based on a formula defined in the Medical Plan document, which limits increases
or decreases to a maximum of 5%.
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18. POST EMPLOYMENT HEALTH CARE BENEFITS (Continued)
Plan Description (Continued)
In order for an employee to be eligible for the grant upon retirement, an employee must be at least 50 years
old, completed at least 10 years of service (exceptions exist for disabled persons), be enrolled in a County
sponsored health plan, and be able to receive a monthly benefit payment from OCERS. The grant is applied
towards the retiree health plan premiums and can also be applied towards Medicare premiums payable by the
retiree for themselves and their dependents. The retiree is responsible for any premiums exceeding the
grant. Any grant amount that exceeds the retiree health plan and Medicare premiums is forfeited to the
Medical Plan. Surviving dependents of a deceased employee or retiree eligible for the grant are entitled to
receive 50% of the grant.
In addition to the grant, the Medical Plan provides a lump sum severance benefit payment to terminated
employees not eligible for the grant. The lump sum benefit payment is equal to 1% of the employee’s final
three-year average hourly pay, multiplied by the employee’s qualifying hours of service since the Medical
Plan’s effective date.
Funding Policy To date, the County has paid Medical Plan liabilities on a “pay-as-you-go” basis, and has not
established a permanent funding (reserve) policy for the Medical Plan. Funds used to pay the FY 2004-05
Medical Plan benefits are derived from two sources: first, employee contributions described below, and
second, certain funds set aside in OCERS. The source of the funds within OCERS is certain investment
earnings that exceeded the assumed actuarial rate of return. Due to several years where the OCERS’ assets
have earned less than the assumed actuarial rate of return, excess reserves have been depleted. A fund at
OCERS was created, the Retiree Member Benefit Reserve (RMBR), that set aside interim funding of the
Medical Plan and is being used for that purpose. According to OCERS, excess reserves are not expected to
be available for payment of Medical Plan benefits for the foreseeable future.
In August 2004, the County and OCERS approved an amended Additional Retiree Benefit Account (ARBA)
agreement which, among other things, revised the funding of the Medical Plan in cases when excess
reserves from OCERS are not available. Under the ARBA agreement, if the funding level for RMBR is less
than the projected two years’ funding level and there are no excess reserves in OCERS, the County will
increase its OCERS contributions to the lesser of the amount required to bring RMBR to a two year funding
level or one percent of General Fund payroll. Since RMBR is not currently funded at the two year level, the
County will begin paying 1% of payroll to OCERS beginning July 1, 2005. Current projections indicate that
current funding sources will fall short of meeting long term funding requirements. For FY 2004-05, the Plan
contributed $15,824 in Retiree Medical Grants for retiree health premium costs.
As part of County agreements with employees and bargaining units, employees contribute 1% of their salary
towards retiree health care costs. Currently, 0.75% of the 1% employee payment is used to pay grants.
Actuarial Valuation In November 2005, the County received an actuarial valuation for Post Employment
Health Care Benefits (the “Report”) from an outside consultant, Bartel Associates, LLC. The purpose of the
Report was to determine the Medical Plan benefit obligations as of June 30, 2005 pursuant to GASB
Statement No. 45 and to calculate the County FY 2005-06 Medical Plan cost as if GASB Statement No. 45
were effective and adopted for FY 2005-06. The County is required to report in conformity with GASB
Statement No. 45 beginning with the fiscal year ending June 30, 2008. See Note 1.P for more information on
GASB Statement No. 45.
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18. POST EMPLOYMENT HEALTH CARE BENEFITS (Continued)
Actuarial Valuation (Continued)
The actuarial cost method used in the Report is the Entry Age Normal (EAN) cost method. Under the EAN
cost report method, the plan’s Normal Cost is developed as a level percent of payroll throughout the
participants’ working lifetime. The Actuarial Accrued Liability (AAL) is the cumulative value, on the valuation
date, of prior Normal Costs. For retirees, the AAL is the present value of all projected benefits. The unfunded
AAL is amortized over 30 years as a level percent of payroll. This is consistent with GASB Statement No. 45.
As of June 30, 2005, the Report’s total estimated actuarial liability is approximately $1,418,692, which, due to
the current “pay-as-you-go” funding, is virtually all unfunded.
Based on the Report, retiree medical benefit liabilities are as follows:

Number
5,720
18,269
23,989

Actuarial Liability
for Past Service
$
475,971
942,721
$
1,418,692

Severance
Benefit

Retiree
Medical Grant

Actuarial Liability for Past Service
Plan Assets

$

434
--

$

1,418,258
--

$

1,418,692
--

Unfunded Liability for Past Service

$

434

$

1,418,258

$

1,418,692

Current Retirees
Active Employees
Total

Total

The County intends to implement GASB Statement No. 45 for its FY 2007-08 financial statements, which is
the required implementation effective date in accordance with the standard. However, if the County were to
implement GASB Statement No. 45 for FY 2005-06, the Annual Required Contribution (ARC) determined by
the Report, which includes the employer normal cost plus a 30-year amortization of the unfunded actuarial
accrued liability, would be as follows:

Employer Normal Cost
Unfunded Actuarial Accrued Liability
Amortization
Annual Required Contribution

Severance
Benefit
$
(1,430)

Retiree
Medical Grant
$
77,112

Total
$
75,682

15

49,969

49,984

$

(1,415)

$

127,081

$

125,666

- As level percent of pay over 30 years.

Based upon projections in the Report, the projected costs for Medical Plan benefits (the grants and the lump
sum severance payments) are estimated to be $137,311 for FY 2006-07. Annual costs are expected to
substantially increase in future years to an estimated $170,426 in FY 2011-12 and $210,057 in FY 2016-17.
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18. POST EMPLOYMENT HEALTH CARE BENEFITS (Continued)
County Plans for the Future For the immediate future, the County intends to fund the Medical Plan on a “payas-you-go” basis. The County is currently studying funding and plan design options, eligibility requirements,
as well as wellness, consumer education and other programs designed to control medical premium costs.
Certain changes with respect to the Medical Plan may be subject to meet and confer process with employee
bargaining units. Current Memoranda of Understanding with bargaining units run through FY 2007-08 and do
not include re-openers for Medical Plan negotiations. The County is unable to represent that to the extent
Medical Plan design changes are desired, and to the extent such changes require bargaining, that bargaining
units will agree to such changes.
19. SUBSEQUENT EVENTS
The following events occurred subsequent to June 30, 2005:
Bankruptcy Debt Refinancing
Background As of August 18, 2005, the County has successfully completed a refunding and restructuring of
the $763,200 of bankruptcy related debt. The bankruptcy debt consisted of the Recovery Refunding Bonds the 1995 Series A (Recovery Bonds) and the 1996 Recovery Certificates of Participation (Recovery COPs),
which were both obligations of the County General Fund. The Recovery Bonds were paid with intercepted
Motor Vehicle License Fees. The Recovery COPs were paid through diverted revenue sources through 2016
and directly from the General Fund from 2017 through 2026. The outstanding principal as of July 1, 2005 was
$210,705 of Recovery Bonds and $552,455 of Recovery COPs. The final maturities for the Recovery Bonds
and Recovery COPs were June 1, 2015 and July 1, 2026, respectively.
Lease Revenue Refunding Bonds Series 2005 On August 16, 2005, the Orange County Public Financing
Authority (OCPFA) issued its $419,755 Lease Revenue Refunding Bonds Series 2005 (Series 2005 Bonds),
the proceeds of which, together with certain monies contributed by the County and other funds available to
the trustee of the Recovery COPs, were used to defease certain non-callable Recovery COPs, refund the
remaining COPs, fund a debt service reserve fund for the Series 2005 Bonds, and pay costs of issuance of
the Series 2005 Bonds. The result was to shorten the final maturity to 2017 (paid entirely by the Series 2005
Bonds Reserve Fund) with debt services payments from the General Fund ceasing after 2016 when the
diverted revenue sources expire. This will eliminate the General Fund obligation of approximately $41,000 of
annual debt service payments from 2017 through 2026.
The Series 2005 Bonds are limited obligations of the OCPFA payable solely from base rental payments to be
made by the County pursuant to a lease, dated as of August 1, 2005, between the OCPFA and the County, and
other amounts held by the trustee in the funds and accounts established under the indenture (other than the
rebate fund), except as otherwise provided in the indenture.
Refunding Recovery Bonds 2005 Series A On August 18, 2005, the County issued its $146,005 Refunding
Recovery Bonds 2005 Series A (2005 Recovery Bonds), the proceeds of which, together with certain monies
contributed by the County and other funds available to the trustee of the Recovery Bonds, were used to
refund and defease the outstanding Recovery Bonds and pay costs of issuance for the 2005 Recovery
Bonds. The refunding results in approximately $4,700 annual net savings to the General Fund through 2015.
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19. SUBSEQUENT EVENTS (Continued)
Bankruptcy Debt Refinancing (Continued)
Refunding Recovery Bonds 2005 Series A (Continued)
The County utilized $116,200 accumulated in the Debt Prepayment Fund, existing funds held by the trustees
for the Recovery Bonds and Recovery COPs and the proceeds of the 2005 Recovery Bonds and Series 2005
Bonds to refund and defease the Recovery Bonds and Recovery COPs. The intent of the refinancing was to
reduce the interest rates on the debt and shorten the maturity of the Recovery COPs. The refinancing results
in a total gross debt service savings of $505,300. The outstanding principal amounts of the Recovery Bonds
are $146,005 for the 2005 Recovery Bonds and $419,755 for the Series 2005 Bonds, which reduced the
County’s bankruptcy related debt to $565,760.
Vehicle License Fee (VLF) Gap Loan Repayment
The FY 2003-04 State of California Budget Act and related legislation required the State to repay the VLF
“gap” loan to local governments no later than August 15, 2006. The FY 2005-06 Budget Act included an
accelerated repayment schedule and on July 26, 2005, the County received a $26,506 repayment from the
State. The repayment resulted in additional resources to the County that had not been included in the FY
2005-06 budget.
Receipt of SB-90 Claim Payment
On September 14, 2005 the County received payments in the amount of $10,000 for partial reimbursement of
FY 2004-05 state-mandated program costs. Some of the claimed costs were based on estimates and may be
adjusted downward by as much as $2,000. Recommendations for the use of these unanticipated funds will
be made to the Board of Supervisors in a future quarterly budget report.
Unanticipated General Fund Balance Available (FBA)
The recommended FY 2005-06 County General Fund budget adopted on June 28, 2005 included an
estimated $105,000 June 30, 2005 FBA. Actual FBA was $166,800 due to improvements in property tax
revenue, interest revenue and favorable variances in departmental revenues and expenses.
Recommendations for the use of the unanticipated FBA were made to the Board of Supervisors in the FY
2005-06 First Quarter Budget Report. Most of the additional funds were placed into reserves.
New Benefit Formulas Effective July 1, 2005 As part of collective bargaining agreements with County
employees, most General Members who work for the County will become Plan I (formally Tier I) members
and Plan J (formally Tier II) members. The benefit formula beginning July 1, 2005 will be 2.7% of the
member’s “final compensation” for each year of service rendered at age 55. Refer to Note 17, Retirement
Plans, for additional information.
Retirement Contribution Prepayment On June 28, 2005, the Board of Supervisors approved the prepayment
of 50% of the County’s FY 2005-06 OCERS cash contribution. $87,700 was paid to OCERS from the
General Fund on July 13, 2005 and represents a $3,300 discount from the contribution which would have
been paid by the County if payment was made in installments throughout the fiscal year. The remaining
$91,000 contribution will be paid to OCERS during FY 2005-06.
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19. SUBSEQUENT EVENTS (Continued)
Possible Changes to Local Agency Funding Requirement of Retirement Benefits A statewide taxpayers’
association is circulating a ballot measure, which if presented to the voters and approved, would prohibit the
State and local agencies from enrolling new employees in a defined benefit plan, like OCERS. Those
employees would be enrolled in what are referred to as defined contribution plans for which an employer,
such as the County, would be making annual payments during an employee’s active service, which could be
supplemented by employee contributions. Further, there would be annual limits on the contributions made by
employers, such as the County. If approved by voters, this ballot measure would not apply to existing
employees.
A constitutional amendment has been proposed in the legislature imposing on the State and local agencies
similar prohibitions and limitations. No prediction can be made as to whether any of these proposals will
become effective or, if adopted and implemented, what impact they would have upon local agencies like the
County.
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