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MEMBER AGENCIES 

City of Brea 
City of Buena Park 

East Orange County Water District 
El Toro Water District 

Emerald Bay Service District 
City of Fountain Valley 

City of Garden Grove 
Golden State Water Co. 

City of Huntington Beach 
Irvine Ranch Water District 

Laguna Beach County Water District 
City of La Habra 
City of La Palma 

Mesa Water District 
Moulton Niguel Water District 

City of Newport Beach 
City of Orange 

Orange County Water District 
City of San Clemente 

City of San Juan Capistrano 
Santa Margarita Water District 

City of Seal Beach 
Serrano Water District 

South Coast Water District 
Trabuco Canyon Water District 

City of Tustin 
City of Westminster 

Yorba Linda Water District 

Government Code Compliance 

The Municipal Water District of Orange County (MWDOC) conducts periodic reviews for 
compliance with changes in legislative and regulatory requirements, including retirement 
plan contributions for directors of the district.  Compensation for Directors is governed by 
a series of often competing government and IRS codes, which are complicated and 
require ongoing legal analysis.  MWDOC has for decades followed the advice of legal 
counsel and over the years, the requirements and processes have changed. 

In recent months, MWDOC has been working with legal counsel to ensure continued 
compliance with the various government entities including the State of California and the 
Internal Revenue Service. 

Background: 

• Prior to 2001, MWDOC treated all Directors as independent contractors (IRS Form
1099), not employees (IRS Form W-2).  However in 2001, the guidance of then
legal counsel was that directors must be treated as employees under the IRS codes.
This change in regulatory status required that MWDOC establish a retirement
program for elected directors; either by participating in Social Security or a 401-
type program, therefore, MWDOC’s 401 plan was modified to include elected
Directors.  Today, the IRS continues to define both elected and appointed
Directors as employees, which means they are required to participate in  a
retirement plan.

• The 401 plan was established with the advice of legal counsel.  The Directors were
told by legal counsel that the IRS mandated that they participate.

• Thirteen years later in late 2014, current legal counsel advised the District that
there may be an issue with conflicting State and Federal requirements regarding
the District making contributions to the Director’s retirement plans.  Of particular
concern was whether the District’s contributions to the Directors’ federally required
retirement plans would be considered compensation to the Directors subject to
State Government Code limits.

• In an abundance of caution, the District stopped making contributions to the
Director’s retirement plans and instead Directors began to make their own
contributions to their plans.  The Directors also immediately committed to refund all
contributions previously made by the District, with interest.  To date, all current
MWDOC Directors have refunded the payments back to MWDOC.

• Since mid 2015, MWDOC has provided public access to documents related to this
matter at http://opengov.mwdoc.  Board meeting minutes, committee meeting
minutes and complete annual audits which reference this matter can be located on
the District’s open government web page.



Government Code Compliance 

Current Status: 

In March of 2016, California State Senator John Moorlach engaged in the issue asking the 
State Attorney General’s office for an opinion on the matter.  MWDOC appreciates the 
opportunity this request offers to resolve any uncertainty.  The legal review is underway 
now.  However, it may take over a year for the Attorney General’s office to issue a formal 
opinion. 

Click here for the full text of California State Senator John Moorlach’s letter to the 
Attorney General. 

Commitment to Transparency: 

The Municipal Water District of Orange County is committed to a culture of transparency 
and accountability to the communities it serves.  As a matter of common practice, the 
District provides all public documents including agendas, minutes, budget reports and 
financial audits on its website.  Transparency is a core value for MWDOC and a 
fundamental guiding principle for its elected leaders.  

MWDOC continues to be recognized as an organization that promotes and prioritizes open 
governance. In 2014 , MWDOC was specifically recognized for its transparency on finance 
reporting and was awarded a Transparency Certificate of Excellence by the Sacramento-
based Special District Leadership Foundation.  MWDOC was again awarded this 
recognition in September of 2016.  In addition, MWDOC received the District of Distinction 
Award from SDLF in 2015 in recognition of MWDOC’s commitment to good governance 
and to ethical and sound operating practices. 
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