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MEETING OF THE 
BOARD OF DIRECTORS OF THE 

MUNICIPAL WATER DISTRICT OF ORANGE COUNTY 
Jointly with the 

ADMINISTRATION & FINANCE COMMITTEE 
June 14, 2017, 8:30 a.m. 

MWDOC Conference Room 101 
 
Committee: 
Director J. Thomas, Chairman   Staff: R. Hunter, K. Seckel, C. Harris, 
Director J. Finnegan      K. Davanaugh, H. Chumpitazi 
Director B. Barbre 
 
Ex Officio Member:  W. Osborne 
 
MWDOC Committee meetings are noticed and held as joint meetings of the Committee and the entire Board 
of Directors and all members of the Board of Directors may attend and participate in the discussion.  Each 
Committee has designated Committee members, and other members of the Board are designated alternate 
committee members.  If less than a quorum of the full Board is in attendance, the Board meeting will be 
adjourned for lack of a quorum and the meeting will proceed as a meeting of the Committee with those 
Committee members and alternate members in attendance acting as the Committee. 
 
PUBLIC COMMENTS - Public comments on agenda items and items under the jurisdiction of the 
Committee should be made at this time. 
 
ITEMS RECEIVED TOO LATE TO BE AGENDIZED - Determine there is a need to take immediate 
action on item(s) and that the need for action came to the attention of the District subsequent to the posting of 
the Agenda. (Requires a unanimous vote of the Committee) 
 
ITEMS DISTRIBUTED TO THE BOARD LESS THAN 72 HOURS PRIOR TO MEETING -- 
Pursuant to Government Code section 54957.5, non-exempt public records that relate to open session 
agenda items and are distributed to a majority of the Board less than seventy-two (72) hours prior to the 
meeting will be available for public inspection in the lobby of the District’s business office located at 
18700 Ward Street, Fountain Valley, California 92708, during regular business hours.  When practical, 
these public records will also be made available on the District’s Internet Web site, accessible at 
http://www.mwdoc.com. 
 
PROPOSED BOARD CONSENT CALENDAR ITEMS 
 
1. TREASURER'S REPORT 

a. Revenue/Cash Receipt Report –  May 2017 
b. Disbursement Approval Report for the month of June 2017 
c. Disbursement Ratification Report for the month of May 2017 
d. GM Approved Disbursement Report for the month of May 2017 
e. Water Use Efficiency Projects Cash Flow – May 31, 2017  
f. Consolidated Summary of Cash and Investment – April 2017 
g. OPEB Trust Fund monthly statement 

 
2. FINANCIAL REPORT - Combined Financial Statements and Budget Comparative 

for the Period ending April 30, 2017 
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ACTION ITEMS 
 
3. RESERVE POLICY REVISION TO DAYS CASH 
 
4. ANNUAL REVIEW OF DISTRICT INVESTMENT POLICY AND GUIDELINES 
 
5. ADOPT RESOLUTION ESTABLISHING THE EMPLOYER PAID MEMBER 

CONTRIBUTION AMOUNT TO CALIFORNIA PUBLIC EMPLOYEES 
RETIREMENT SYSTEM (CALPERS) 

 
6. 2017-2018 PAY STRUCTURE ADJUSTMENT 
 
INFORMATION ITEMS – (THE FOLLOWING ITEMS ARE FOR INFORMATIONAL 
PURPOSES ONLY – BACKGROUND INFORMATION IS INCLUDED IN THE PACKET.  
DISCUSSION IS NOT NECESSARY UNLESS REQUESTED BY A DIRECTOR.) 
 
7. DEPARTMENT ACTIVITIES REPORTS 

a. Administration 
b. Finance and Information Technology 

 
8. MONTHLY WATER USAGE DATA, TIER 2 PROJECTION, AND WATER SUPPLY 

INFORMATION 
 
OTHER ITEMS 
 
9. REVIEW ISSUES REGARDING DISTRICT ORGANIZATION, PERSONNEL 

MATTERS, EMPLOYEE BENEFITS FINANCE AND INSURANCE 
 
ADJOURNMENT 
NOTE: At the discretion of the Committee, all items appearing on this agenda, whether or not expressly listed 

for action, may be deliberated, and may be subject to action by the Committee.  On those items 
designated for Board action, the Committee reviews the items and makes a recommendation for final 
action to the full Board of Directors; final action will be taken by the Board of Directors.  Agendas for 
Committee and Board meetings may be obtained from the District Secretary.  Members of the public 
are advised that the Board consideration process includes consideration of each agenda item by one 
or more Committees indicated on the Board Action Sheet.  Attendance at Committee meetings and the 
Board meeting considering an item consequently is advised. 
Accommodations for the Disabled.  Any person may make a request for a disability-related 
modification or accommodation needed for that person to be able to participate in the public meeting 
by telephoning Maribeth Goldsby, District Secretary, at (714) 963-3058, or writing to Municipal Water 
District of Orange County at P.O. Box 20895, Fountain Valley, CA 92728.  Requests must specify the 
nature of the disability and the type of accommodation requested.  A telephone number or other 
contact information should be included so that District staff may discuss appropriate arrangements.  
Persons requesting a disability-related accommodation should make the request with adequate time 
before the meeting for the District to provide the requested accommodation. 
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MUNICIPAL WATER DIST OF ORANGE COUNTY Monthly Account Report for the Period

PARS OPEB Trust Program 4/1/2017 to 4/30/2017

 

Rob Hunter

General Manager

Municipal Water Dist of Orange County

18700 Ward Street

Fountain Valley, CA 92708

Source 4/1/2017 Contributions Earnings Expenses Distributions Transfers 4/30/2017

OPEB # $1,908,181.79 $0.00 $23,175.48 $397.54 $0.00 $0.00 $1,930,959.73

Totals $1,908,181.79 $0.00 $23,175.48 $397.54 $0.00 $0.00 $1,930,959.73

1-Month 3-Months 1-Year 3-Years 5-Years 10-Years

1.21% 3.47% 10.01% 4.99% 6.72% - 10/26/2011

Information as provided by US Bank, Trustee for PARS;  Not FDIC Insured;  No Bank Guarantee;  May Lose Value

                                            Headquarters - 4350 Von Karman Ave., Suite 100, Newport Beach, CA 92660     800.540.6369     Fax 949.250.1250     www.pars.org

Account Summary

Investment Selection

Moderate HighMark PLUS

Ending                

Balance as of

Beginning Balance 

as of 

Investment Return:  Annualized rate of return is the return on an investment over a period other than one year multiplied or divided to give a comparable one-year return.

Plan's Inception Date

Investment Objective

The dual goals of the Moderate Strategy are growth of principal and income. It is expected that dividend and interest income will comprise a 

significant portion of total return, although growth through capital appreciation is equally important. The portfolio will be allocated between 

equity and fixed income investments.

Past performance does not guarantee future results.  Performance returns may not reflect the deduction of applicable fees, which could reduce returns.  Information is deemed reliable but may be 

subject to change.

Investment Return

Account balances are inclusive of Trust Administration, Trustee and Investment Management fees

Annualized Return
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Budgeted (Y/N):  NA Budgeted amount:  NA Core __ Choice __ 

Action item amount:  NA Line item:   

Fiscal Impact (explain if unbudgeted):   
 

 

Item No. 3 
 

 
 
 

ACTION ITEM 
June 21, 2017 

 
 
TO: Board of Directors 
 
FROM: Administration & Finance Committee 
 (Directors Thomas, Barbre, Finnegan) 
 
 Robert J. Hunter, General Manager  
 
 Staff Contact: Hilary Chumpitazi 
 
 
SUBJECT: Reserve Policy Revision to Days Cash  
 
 
STAFF RECOMMENDATION 
 
It is recommended that the Board of Directors: Approve revisions to District’s Reserve 
Policy and authorize staff to incorporate the reserve policy revisions into the District’s 
Administrative Code. 
 
 
COMMITTEE RECOMMENDATION 
 
Committee recommends (To be determined at Committee Meeting) 
 
 
DETAILED REPORT 
 
 
The A&F Committee reviewed the PFM report and discussed the reserve policy. The 
Executive Committee directed that the administrative change to days operating expense be 
presented. Therefore we have made the attached suggested modifications to the code. 
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§2009  RESERVE POLICY – 
 

The MWDOC Reserve Policy categorizes the reserves as follows: 
 
Unrestricted Reserves 
 

• General DistrictOperations 
• Grant & Project Cash Flow 
• Election Expense 
• Building ExpenseRepair 
  

Restricted Reserves 
  
• OPEB Reserves 
• Tier 2 Contingency Fund 

 
WEROC Reserves 
 

• Operational Reserve 
• Capital Reserve 

 
Reserve Fund Targets in Days Cash on Hand 
 
Working Capital Reserve 
(General Operations, plus Grant & Project Cash Flow): 90-180 days 
Building Repair:      10-15 days 
Tier 2 Contingency Fund     40 days 
 
The Election Expense and OPEB are designated and are maintained separately to cover specific 
liabilities. 
 
Unrestricted Reserves 
 
General District Operations Reserves:  
Depending upon end of year cash flow, grant payments and other factors influencing the 
District's cash balance the General District Reserve should be set at $1.85 million as of July 1, 
2010 and should increase by the inflation rate each year.  
 
Grant & Project Cash Flow: 
In the past, trailing payments for District funds advanced for water use efficiency payments 
from MET and Federal and State grants payments have increased. The reserve should be 
replenished from trailing grant payments as they occur, and from rates if needed. Cash flow 
reserves should be set at $1.00 million and said amount shall be reviewed from time to time for 
appropriateness based on the District’s current operational needs. 
 

Formatted: Indent: Left:  0.5",  No bullets or numbering
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Election eExpense: 
MWDOC’s election reserve shall be managed to fund seven elections every four years. Based on 
previousthe year 2016 election costs we have determined that $1.0422 million (or $14874,000 
per division) is sufficient to cover seven elections. This requires that $260304,000 be 
contributed to the election reserve annually.  These estimates will be updated annually as part 
of the budget process.    In the event the election funds are not fully utilized, the Board may 
consider other uses that would lower the long-term costs of the District. 
 
Building ExpenseRepair: 
MWDOC Building Reserves should be kept at a minimum of $350,000 and adjusted from time to 
time to reflect the improvement needs of the office facility. 
 
Restricted Reserves 
 
OPEB Reserve: 
Staff examined the demographics of MWDOC’s OPEB liability and estimated that the bulk of the 
liability will occur by 2023  as long term MWDOC employees who had access to lifetime medical 
coverage retire.  The Board requested staff to increase the annual contributions toward 
fulfillingfully fund the OPEB liability in 2016 by 2023 or sooner.  The Actuarial recommendation 
is to fund between 85%-95% and put the remaining amount in a reserve fund, as to not 
overfund the OPEB trust. This recommendation was implemented in September 2016 with the 
reserve balance of $209,006 to equal our current Unfunded Liability. At the end of each fiscal 
year, the Board may determine additional contributions to the OPEB reserves from any of the 
reserve accountsThis reserve will be re-evaluated every two years beginning in 2018 after each 
actuarial and funds may be transferred to the OPEB trust to stay within the funding range.  
 
Tier 2 Contingency Fund: 
MWDOC has established the Tier Two Contingency fund to pay the difference between MET’s 
Tier One and Tier Two water rates, in the event MWDOC’s water purchases from MET exceed 
the Tier One block of allowable purchases. From time to time it may be necessary to increase 
the level of funds, or to reduce the level of funds being held by MWDOC. The MWDOC Board 
established the minimum fund target at approximately 40 days or $1,000,000, due to the 
diminished likelihood of purchasing MET water above the Tier 1 limit. 
 
WEROC Reserves 
 
WEROC reserves fluctuate on an as needed basis with Operational Reserve being held for 
unforeseen expenses and a Capital Reserve to enhance infrastructure and emergency systems. 
Both reserves are approved by the MWDOC Board and the WEROC contracted contributors.  
  

 
M-4/19/06; M-6/16/10; 6/1/11; M-6/17/15 
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Budgeted (Y/N):  NA Budgeted amount:  NA Core __ Choice __ 

Action item amount:  NA Line item:   

Fiscal Impact (explain if unbudgeted):   
 

 

Item No. 4 
 

 
 
 

ACTION ITEM 
June 21, 2017 

 
 
TO: Board of Directors 
 
FROM: Administration & Finance Committee 
 (Directors Thomas, Barbre, Finnegan) 
 
 Robert J. Hunter, General Manager  
 
Staff Contacts: Hilary Chumpitazi 
 
 
SUBJECT:  Annual Review of District Investment Policy and Guidelines 
 
 
STAFF RECOMMENDATION 
 
It is recommended that the Board of Directors: Adopt a Resolution establishing the District’s 
Investment Policy and Guidelines, and that the Resolution and Investment Policy and 
Guidelines be incorporated into the District’s Administrative Code. 
 
 
COMMITTEE RECOMMENDATION 
 
Committee recommends (To be determined at Committee Meeting) 
 
 
DETAILED REPORT 
 
MWDOC’s Administrative Code requires an annual review of this policy. In May 2016, 
the Board adopted Resolution No. 2032, establishing the District’s Investment Policy and 
Guidelines. 
 
Staff compared the state and county investment diversification and maturity restrictions as 
well as referred to the Government Code Section 53601 and recommends the following 
proposed changes and clarifications: 
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 Page 2 
 
 
Under Section 2106 Investment Policy Guidelines 
 

1. Collective Investment Pools -- added investment shall not exceed 20% of portfolio in 
effect immediately after such investment and no more than 10% in one pool. 

 
2. Money Market Mutual Funds – added investment shall not exceed 20% of portfolio in 

effect immediately after such investment. 
 

3. Change name from Negotiated certificates of deposit to Negotiable Certificates of 
Deposit and investment percentage from 20% to 30% of portfolio. Added clarifying 
verbiage no more than 5% in one issuer.  

 
4. Clarification of U.S. Government Agency obligations and, U.S. Government 

Instrumentality obligations, we may not invest more than 50% of portfolio from one 
issuer. 

 
5. Clarification of the Prime Commercial Paper, may not exceed 25% of portfolio in 

effect immediately after such investment and may purchase no more than 5% of the 
outstanding commercial paper of any single issuer. The maximum maturity for 
Commercial Paper is 270 days. 

 
6. Clarification of the Prime Banker’s Acceptances, shall not exceed 40% of portfolio in 

effect immediately after such investment and no more than 5% may be of any one 
commercial bank. The maximum maturity is 180 days. 

 
7. Change Corporate Securities investment percentage from 20% to 30% of the 

portfolio and added no more than 5% can be invested in one issuer. 
 

8. Change Repurchase Agreements investment percentage from 10% to 20% of the 
portfolio and added with no more than 10% from one issuer and maximum maturity 
is 1 year. 

 
9. Removed Corporate Securities paragraph under Permissible investments for 

Reserve Funds as the percentages should be the same as above. 
 
The above proposed changes are the most conservative and in line with the Local Agency 
Investment Guidelines (LAIG), the Orange County Treasurer, and Government Code 
Section 53601. In addition, from our last audit our auditors noted in the 2016 SAS 114 
Letter that our actual investments were higher than the percent stated in our investment 
policy, “The District’s Reserve Funds portfolio includes negotiable certificates of deposit 
totaling 23.95% of the Reserve Fund”. 
 
Under Section 2110 Glossary 
 

10. Comprehensive Annual Financial Report (CAFR), staff recommends removing the 
following, “The official annual report of MWDOC”, as we do not file a CAFR. 
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RESOLUTION NO. 20XX32 
MUNICIPAL WATER DISTRICT OF ORANGE COUNTY 

INVESTMENT POLICY AND GUIDELINES 
 20176 

 
 

BE IT RESOLVED by the Board of Director of the Municipal Water District of Orange County 
that the following is the policy and guidelines of the District for investment of funds and rescinds 
prior Resolution No. 1942, dated October May 178, 20126.  
 

SECTION 2100 - PURPOSE 
 
The purpose of this policy is to set forth the investment and operational policies for the 
management of the public funds of Municipal Water District of Orange County.  These policies 
have been adopted by, and can be changed only by a majority vote of the Board of Directors. 
 
These policies are designed to ensure the prudent management of public funds, the safety of 
principal, the availability of operating funds when needed, and an investment return competitive 
with those of comparable funds and financial market indexes. 
 
A copy of this policy will be provided to all investment dealers and investment managers doing 
business with the Municipal Water District of Orange County.  Receipt of this policy, including 
confirmation that it has been reviewed by persons dealing directly with the Municipal Water 
District of Orange County’s account will be received prior to any organization providing 
investment services to the Municipal Water District of Orange County. 
 
 

SECTION 2101 - STATUTORY AND DELEGATED AUTHORITY 
 

Authority to manage the investment of surplus funds is derived from California Government 
Code Sections 53601, et seq.  In accordance with Section 53607 of the Government Code of 
the State of California, the authority of the Board of Directors to invest public funds may be 
delegated to the Treasurer for a one-year period, which may be renewed annually. 
 
The Municipal Water District of Orange County (MWDOC) Board of Directors has expressly 
delegated the investment authority of the Board of Directors to the Treasurer pursuant to 
Resolution No. 1166.  By Resolution No. 1277, the Board of Directors created the office of 
Deputy Treasurer and delegated to the Deputy Treasurer the authority to direct investment of 
MWDOC funds under the circumstances set forth in said Resolution, and to make a monthly 
report of those transactions to the Board.  The Board of Directors created the office of Alternate 
Deputy Treasurer by Resolution No. 1434 and specified circumstances under which the 
Alternate Deputy Treasurer would have authority to direct the investment of MWDOC funds.     
 
No person may engage in an investment transaction on behalf of MWDOC unless he or she has 
been duly appointed by the Board of Directors to the office of Treasurer, Deputy Treasurer, or 
Alternate Deputy Treasurer, and subject to the limitations and conditions set forth in the 
Resolutions establishing those offices and the terms of this policy.  Notwithstanding the 
foregoing, upon the occurrence of a vacancy in the office of Treasurer, the Board of Directors 
may appoint an Acting Treasurer, who shall have and exercise the authority delegated to the 
Treasurer until appointment of a successor Treasurer by the Board of Directors.   
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The delegations in Resolution Nos. 1277 and 1434 are renewed on the adoption of this Policy. 
The Treasurer shall be responsible for all transactions undertaken and shall establish 
procedures and a system of internal controls to regulate the activities of subordinate officials. 

 
SECTION 2102 - ORGANIZATION 

 
The organizational structure of the investment functions of MWDOC shall consist of the Board of 
Directors, the Administration & Finance Committee, the Treasurer and Deputy Treasurers.  The 
responsibilities of these groups are as follows: 
 
Board of Directors - the elected body responsible for the administration and investment of the 
assets of MWDOC.  The Board may acquire, hold, manage, purchase, sell, assign, trade, 
transfer and/or dispose of any security, evidence of debt, or other investment in which 
MWDOC’s assets may be invested by law.  To assist them in discharging their responsibilities, 
the Board shall appoint a Treasurer, Deputy Treasurers and custodians of assets. 
 
Administration & Finance Committee - appointed by the Board to review transactions, 
performance and asset mix, monitor, recommend policy, and propose adjustments for Board 
approval.  
 
Treasurer - responsible for the administration and the investment of the funds, subject to the 
policies and restrictions set by the Board.   The Treasurer as investment officer of MWDOC is 
granted full authority and responsibility by the Board in the purchase, sale, assignment, 
exchange and transfer of securities and for the safe custody of security holdings, subject to 
Board policies, rules, regulations and directives consistent with regulatory and statutory 
limitations. The Treasurer is responsible for interpreting, administering and advising on legal 
requirements, investment policies and strategies; collecting income, preparation of reports. Also 
responsible for Deputy Treasurer, and investment staff compliance with this Investment Policy 
and guidelines. 
 
Deputy Treasurers - act in the absence of the Treasurer as specified within the Resolution of 
appointment to fulfill the duties and responsibilities as assigned by the Treasurer. 
 
 

SECTION 2103- INVESTMENT PHILOSOPHY 
 
Except where specifically directed by the State Constitution, statutes or regulations, the general 
investment policies of MWDOC will be guided by the prudent investor standard (“Standard”) set 
forth in California Government Code Section 53600.3.  Under this Standard, those with 
investment responsibility for public funds are trustees and, as trustees, shall act with care, skill, 
prudence and diligence under the circumstances then prevailing, including, but not limited to, 
the general economic conditions and the anticipated needs of MWDOC, that a prudent person 
acting in a like capacity and familiarity with those matters would use in the conduct of funds of a 
like character and with like aims to safeguard the principal and maintain the liquidity needs of 
the agency. 
 
This Standard shall be applied in the context of managing the overall investment portfolio. The 
investment officer, acting in accordance with written procedures and this investment policy and 
exercising due diligence shall be relieved of personal responsibility for an individual security’s 
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credit risk or market price changes, provided deviations from expectations are reported in a 
timely fashion and appropriate action is taken to control adverse developments. 
 

SECTION 2104 - SCOPE 
 
It is intended that this Investment Policy cover all funds and investment activities of MWDOC.  
Any reference to the portfolio shall mean the collection of MWDOC securities held by the 
Treasurer.  Those securities held in Trust or escrow by a third-party Trustee or escrow agent on 
behalf of MWDOC are invested under the Treasurer’s direction in accordance with this 
Investment Policy and the terms of the specific escrow or trust agreements related to the funds. 
 
MWDOC funds are divided into two categories, and the investment objectives and policies vary 
with the nature of the fund. 
 

° Operating and Fiduciary Funds - These funds are to provide for the ordinary annual 
operating expenses of MWDOC (General Fund, Water Fund) and Funds to provide for 
trustee functions and expenditures (WFC,  with the exception of the Debt Service 
Reserve) and other specified reoccurring and non-reoccurring purposes where MWDOC 
serves in a fiduciary role.   These funds are considered “short-term” for investment 
purposes and will be invested to provide the safety and liquidity to meet all anticipated 
expenditures. 

 
° Reserve Funds – These funds are designated for contingencies or emergencies and may be 

used to supplement the other funds as necessary.  These funds may be invested “longer-
term” as defined in this Investment Policy. 

 
 

SECTION 2105- INVESTMENT OBJECTIVES 
 

When investing, reinvesting, purchasing, acquiring, exchanging, selling or managing MWDOC’s 
funds, the primary objective is to safeguard the principal of the funds. The secondary objective 
is to meet the liquidity needs of MWDOC.   The third objective is to achieve a maximum return 
on invested funds (California Government Code Section 53600.5.).  It is the policy of MWDOC 
to invest funds in a manner to obtain the highest yield possible while meeting the daily cash flow 
demands of MWDOC as long as investments meet the criteria established by this investment 
policy for safety and liquidity and conform to all laws governing the investment of MWDOC’s 
funds. 
 
Safety of Principal.     
 

Safety of principal is the foremost objective of MWDOC. Each investment transaction 
shall seek to first ensure that capital losses are avoided, whether they arise from 
securities defaults, institution default, broker-dealer default, or erosion of market value of 
securities. MWDOC shall mitigate the risk to the principal of invested funds by limiting 
credit and interest rate risks. Credit risk is the risk of loss due to the failure of a security’s 
issuer or backer. Interest rate risk is the risk that the market value of the MWDOC’s 
portfolio will change due to an increase/decrease in general interest rates. 
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1) Credit risk will be mitigated by: 
 

(a) Limiting investments to only the most creditworthy types of permissible 
investments as described in Section 2106; 

(b) By pre-qualifying the financial institutions with which the Agency will do 
business; and 

(c) By diversifying the investment portfolio so that the potential failure of any 
one issue or issuer will not place an undue financial burden on the 
District. 

 
2) Interest rate risk will be mitigated by: 

 
(a) Structuring the portfolio so that securities mature to meet the District’s 

cash requirements for ongoing obligations, thereby reducing the possible 
need to sell securities on the open market at a loss prior to their maturity 
to meet those requirements; and 

(b) Investing primarily in shorter term securities. 
 

Liquidity 
 

Availability of sufficient cash to pay for current expenditures shall be maintained. 
An adequate percentage of the portfolio shall be maintained in liquid short-term 
securities which can be converted to cash as necessary to meet disbursement 
requirements.  Since cash requirements cannot always be anticipated, sufficient 
investments in securities with active secondary or resale markets shall be 
utilized. 

 
Rates of Return 
 

Yield on investments shall be considered only after the basic requirements of 
safety and liquidity have been met.  The investment portfolio shall be designed to 
attain a market average rate of return throughout budgetary and economic 
cycles, taking into account the MWDOC’s risk constraints, the composition and 
cash flow characteristics of the portfolio, and applicable laws. 

 
 

SECTION 2106- INVESTMENT POLICY GUIDELINES 
 

MWDOC authorized investment types, amounts, maturities, and other characteristics are stated 
in the Government Code Section 53601 (as periodically amended), and with the following 
exceptions as noted below.  
 
° Collective Investment  (Investment Pools) - Assets of any of the funds may be invested in 

collective investment pools run and managed by other public bodies and banks that are 
approved by the Board of Directors.  However, no such investment shall be made in a pool 
where the investment objectives differ from the investment objectives listed in Section 2105 
of this investment policy, nor should any investment be made in a fund that engages in 
market timing or anticipating interest rate changes or that uses derivatives or other 
securities other than as a hedge against interest rate risk. Shall not exceed 20% of portfolio 
in effect immediately after such investment and no more than 10% in one pool. 
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° Money Market Mutual Funds - Investment in shares of money market mutual funds may be 
made if the investments meet the same restrictions as those of collective investment pools 
described in Section 2105.  In addition, purchase of these funds must not result in payment 
of a purchase premium or commission.  These mutual funds must attain the highest ranking 
of two nationally recognized ratings services and the investment adviser must be registered 
with the Securities and Exchange Commission (SEC) as an investment adviser with not less 
than five years experienceyears’ experience managing market mutual funds with investment 
portfolios of greater than $500 million. An investment shall not exceed 20% of portfolio in 
effect immediately after such investment.  
 

° Cash Holdings - The portfolio will hold sufficient cash equivalent investments to ensure 
availability of sufficient funds to meet known obligations for the next three months.  Idle cash 
will be invested to the fullest extent practicable in interest-bearing investments. 
 

° Other permissible investments for the Operating and Fiduciary funds are: 
 

° Bank checking accounts, time deposits or certificates of deposit  not to exceed the 
current Federal Deposit Insurance Corporation  (FDIC) limit  without being 
collateralized.  

° Negotiatedble cCertificates of dDeposit shall not exceed 230% of portfolio in effect 
immediately after such investment and. no more than 5% in one issuer. 

° U.S. Treasury obligations. 
° U.S. Government Agency obligations and,  U.S. Government Instrumentality 

obligations. May not invest more than 50% of portfolio from one issuer. 
° Prime Commercial Paper rated A-1/P-1/F-1 by Moody’s, Standard and Poor’s or 

Fitch. May not exceed 25% of portfolio in effect immediately after such investment 
and may purchase no more than 5% of the outstanding commercial paper of any 
single issuer(shall not exceed 20% of portfolio in effect immediately after such 
investment ). The maximum maturity for Commercial Paper is 270 days. 

° Prime Banker’s Acceptances rated A-1/P-1/F-1 by Moody’s, Standard and Poor’s or 
Fitch shall not exceed 40% of portfolio in effect immediately after such investment 

 and no more than 5% may be of any one commercial bank. The maximum maturity is 
180 days. (shall not exceed 20% of portfolio in effect immediately after such 
investment). 

° Corporate Securities (Medium-Term Notes) with a rating of “A” or better by at least 
two nationally recognized rating services. (sShall not exceed 30% of portfolio in 
effect immediately after such investment) with no more than 5% in one issuer.  

° Loans with an agreement for the collateral to be repurchased by the borrower 
(Repurchase Agreements); the amount of such instruments will not exceed 210% of 
the market value of the portfolio with no more than 10% from one issuer. Maximum 
maturity is 1 year. U.S. Treasury and Agency securities are acceptable collateral with 
a market value of at least 102% of the value of the Repurchase Agreement. Prior to 
investment, a Master Repurchase Agreement will be signed with the qualified 
counterparty. 
 

° Permissible investments for Reserve Funds are: 
 

° All investments permitted for the Operating and Fiduciary funds,. except maturities 
may not exceed five years without Board approval  prior to investment. 

Formatted: Indent: Left:  0.5", Bulleted + Level: 1 + Aligned
at:  0.25" + Indent at:  0.5"

Formatted: Normal, Indent: Left:  0.5", Hanging:  0.25",  No
bullets or numbering

Formatted: Bullets and Numbering

Formatted: Font: Arial

Formatted: Font: Arial

Formatted: Font: Arial

Formatted: Font: Arial

Page 45 of 91



 
7  

° Corporate Securities with a rating of “A” or better by at least two nationally 
recognized rating service (shall not exceed 20% of portfolio in effect immediately 
after such investment). 
 

° Prohibited Investments and Investment Practices - The following are prohibited: 
 

° Purchases on margin or short sales. 
° “Derivative” securities of any type. 
° Lending securities with an agreement to buy them back after a stated period of time 

(Reverse Repurchase Agreements). 
° Futures, Options and Margin Trading 
° In no instance shall a swap be used in speculation.  Losses are only acceptable if 

the proposed swap or trade can clearly enhance quality or yield (value) over the life 
of the new security on a Total Return basis. 

° Investments are limited to maturities of five years or less without express 
authorization of the Board prior to the investment. 
 

° Diversification - The investment portfolio will be diversified to avoid undue concentration in 
securities of one type or securities of one financial institution, so that no single investment or 
class of investments can have a disproportionate impact on the total portfolio.  This 
restriction does not apply to U.S. Treasury securities.  
 

° Exemptions - Any investment currently held that does not meet the guidelines of this policy 
shall be exempted from the requirements of this policy.  At maturity or liquidation, such 
monies shall be reinvested only as provided by the current policy. 

 
SECTION 2107 - EXECUTION 

 
The responsibility for the execution of security transactions shall rest with such qualified 
members of the investment staff as designated by the Board.  The selection of the broker-dealer 
for a specific transaction shall be based on price and yield quotations.  Every effort shall be 
made to obtain appropriate discounts on individual orders.   
 
Security orders shall be placed on the basis of accepted investment practices.  All security 
transactions, including for repurchase agreements, entered into by MWDOC shall be on a 
Delivery-vs.-Payment  (Payment (DVP) basis, i.e. payment will be made upon receipt of the 
securities to the safekeeping or trust account or custodial facility.  All securities shall be held in 
MWDOC’s name pursuant to an agreement and all financial institutions are instructed to mail 
confirmation and safekeeping receipts directly to MWDOC within three business days after the 
trade. 
 
Receipts for the confirmation of trades of authorized securities will include information on trade 
date, par value, maturity, interest rate, price, yield, settlement date, description of securities 
purchased, agency’s name, amount due, and third party custodial information.  
 

 
 
 
 

SECTION 2108 - PERSONAL CONDUCT 
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The Board of Directors of Municipal Water District of Orange County is acutely aware of the 
responsibilities the staff has in administering the investment assets of MWDOC.  Therefore, the 
integrity of the staff and all others involved in making investment decisions must be 
unquestioned. 
 
Members of the Board of Directors, the Treasurer, Deputy Treasurers and members of the 
investment staff may not have a direct or indirect interest in the gains or profits of any 
investment made by MWDOC and may not receive any pay or emolument (profit arising from 
office or employment usually in the form of compensation or perquisites) for services other than 
as designated by MWDOC for compensation and authorized expenses. 
 
All persons responsible for investment decisions or who are involved in the management of 
MWDOC assets shall be governed in their personal investment activities by the codes of 
conduct established by the applicable state statutes, the Financial Industry Regulatory Authority 
(FINRA), the Securities and Exchange Commission, and the Code of Ethics and Standards of 
Professional Conduct of the Association for Investment Management and Research. 
 
All persons responsible for investment decisions or who are involved in the management of 
MWDOC assets shall refrain from any personal business activity that could conflict with the 
proper execution and management of the MWDOC investment program, or that could impair 
their ability to make impartial investment decisions.   
 

SECTION 2109 - REPORTING 
 

The Treasurer shall prepare an investment report monthly, including a management summary 
that provides the status of the current investment portfolio and transactions made over the last 
month.  The Report shall be submitted within thirty (30) days following the quarter ended.  The 
report should be provided to and reviewed by the General Manager, the Administration & 
Finance Committee and provided to the Board of Directors.  The report will include the following: 
 
° A listing of individual securities held at the end of the reporting period; 
° Average weighted yield to maturity of portfolio on MWDOC investments; 
° Listing of investments by maturity date; 
° Market values of current investments; 
° Percentage of the total portfolio which each type of investment represents. 
 
This investment policy shall be reviewed by the Administration and Finance Committee annually 
and as frequently as necessary, to enable the Treasurer to respond to changing economic and 
market conditions.   
 

 
 
 
 
 
 
 

SECTION 2110 - GLOSSARY 
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AGENCIES: Federal agency securities and/or Government-sponsored enterprises. 
 
ASKED: The price at which securities are offered. 
 
BANKERS’ ACCEPTANCE (BA): A draft or bill or exchange accepted by a bank or trust 
company. The accepting institution guarantees payment of the bill, as well as the issuer. 
 
BENCHMARK: A comparative base for measuring the performance or risk tolerance of the 
investment portfolio. A benchmark should represent a close correlation to the level of risk and 
the average duration of the portfolio’s investments. 
 
BID: The price offered by a buyer of securities. (When you are selling securities, you ask for a 
bid.) See Offer. 
 
BROKER: A broker brings buyers and sellers together for a commission. 
 
BROKER-DEALER:  A person or firm acting as a principal in securities transaction as either a 
broker or a dealer depending on the transaction.  Technically, a broker is only an agent who 
executes orders on behalf of clients, whereas a dealer acts as a principal and trades from the 
firm’s own account. Transaction confirmations must disclose this information.  Because most 
brokerage firms act as both brokers and principals, the term broker-dealer is commonly used to 
describe them. 
 
 CASH EQUIVALENTS (CE):  Highly liquid and safe instruments or investments that can be 
converted into cash immediately.  Examples include bank accounts, money market funds, and 
Treasury bills. 
 
CERTIFICATE OF DEPOSIT (CD): A time deposit with a specific maturity evidenced by a 
Certificate. Large-denomination CD’s are typically negotiable. 
 
COLLATERAL: Securities, evidence of deposit or other property, which a borrower pledges to 
secure repayment of a loan. Also refers to securities pledged by a bank to secure deposits of 
public monies. 
 
COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR): The official annual report of 
MWDOC. It includes five combined statements for each individual fund and account group 
prepared in conformity with GAAP. It also includes supporting schedules necessary to 
demonstrate compliance with finance-related legal and contractual provisions, extensive 
introductory material, and a detailed Statistical Section. 
 
COUPON: (a) The annual rate of interest that a bond’s issuer promises to pay the bondholder 
on the bond’s face value. (b) A certificate attached to a bond evidencing interest due on a 
payment date. 
 
DEALER: A dealer, as opposed to a broker, acts as a principal in all transactions, buying and 
selling for his own account. 
 
DEBENTURE: A bond secured only by the general credit of the issuer. 
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DELIVERY VERSUS PAYMENT: There are two methods of delivery of securities: delivery 
versus payment and delivery versus receipt. Delivery versus payment is delivery of securities 
with an exchange of money for the securities. Delivery versus receipt is delivery of securities 
with an exchange of a signed receipt for the securities. 
 
DERIVATIVES: (1) Financial instruments whose return profile is linked to, or derived from, the 
movement of one or more underlying index or security, and may include a leveraging factor, or 
(2) financial contracts based upon notional amounts whose value is derived from an underlying 
index or security (interest rates, foreign exchange rates, equities or commodities). 
 
DISCOUNT: The difference between the cost price of a security and its maturity when quoted at 
lower than face value. A security selling below original offering price shortly after sale also is 
considered to be at a discount. 
 
DISCOUNT SECURITIES: Non-interest bearing money market instruments that are issued a 
discount and redeemed at maturity for full face value (e.g., U.S. Treasury Bills.) 
 
DIVERSIFICATION: Dividing investment funds among a variety of securities offering 
independent returns. 
 
DURATION: A measure of the sensitivity of the price (the value of principal) of a fixed-income 
investment to a change in interest rates. Duration is expressed as a number of years. Rising 
interest rates mean falling bond prices, while declining interest rates mean rising bond prices.  
 
FEDERAL CREDIT AGENCIES: Agencies of the Federal government set up to supply credit to 
various classes of institutions and individuals, e.g., S&L’s, small business firms, students, 
farmers, farm cooperatives, and exporters. 
 
FEDERAL DEPOSIT INSURANCE CORPORATION (FDIC): A federal agency that insures 
bank deposits, currently up to $250,000 per entity. 
 
FEDERAL FUNDS RATE: The rate of interest at which Fed funds are traded. This rate is 
currently pegged by the Federal Reserve through open-market operations. 
 
FEDERAL HOME LOAN BANKS (FHLB): Government sponsored wholesale banks (currently 
12 regional banks), which lend funds and provide correspondent banking services to member 
commercial banks, thrift institutions, credit unions and insurance companies. The mission of the 
FHLBs is to liquefy the housing related assets of its members who must purchase stock in their 
district Bank. 
 
FEDERAL NATIONAL MORTGAGE ASSOCIATION (FNMA): FNMA, like GNMA was 
chartered under the Federal National Mortgage Association Act in 1938. FNMA is a federal 
corporation working under the auspices of the Department of Housing and Urban Development 
(HUD). It is the largest single provider of residential mortgage funds in the United States. Fannie 
Mae, as the corporation is called, is a private stockholder-owned corporation. The corporation’s 
purchases include a variety of adjustable mortgages and second loans, in addition to fixed-rate 
mortgages. FNMA’s securities are also highly liquid and are widely accepted. FNMA assumes 
and guarantees that all security holders will receive timely payment of principal and interest. 
 
FEDERAL OPEN MARKET COMMITTEE (FOMC): Consists of seven members of the Federal 
Reserve Board and five of the twelve Federal Reserve Bank Presidents. The President of the 
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New York Federal Reserve Bank is a permanent member, while the other Presidents serve on a 
rotating basis. The Committee periodically meets to set Federal Reserve guidelines regarding 
purchases and sales of Government Securities in the open market as a means of influencing 
the volume of bank credit and money.  
 
FEDERAL RESERVE SYSTEM: The central bank of the United States created by Congress 
and consisting of a seven member Board of Governors in Washington, D.C., 12 regional banks 
and about 5,700 commercial banks that are members of the system.  
 
GOVERNMENT NATIONAL MORTGAGE ASSOCIATION (GNMA or Ginnie Mae): Securities 
influencing the volume of bank credit guaranteed by GNMA and issued by mortgage bankers, 
commercial banks, savings and loan associations, and other institutions. Security holder is 
protected by full faith and credit of the U.S. Government. Ginnie Mae securities are backed by 
the FHA, VA or FHA mortgages. The term “pass-throughs” is often used to describe Ginnie 
Maes.  
 
LIQUIDITY: A liquid asset is one that can be converted easily and rapidly into cash without a 
substantial loss of value. In the money market, a security is said to be liquid if the spread 
between bid and asked prices is narrow and reasonable size can be done at those quotes.  
 
LOCAL GOVERNMENT INVESTMENT POOL (LGIP): The aggregate of all funds from political 
subdivisions that are placed in the custody of the State Treasurer for investment and 
reinvestment.  
 
MARKET VALUE: The price at which a security is trading and could presumably be purchased 
or sold.  
 
MASTER REPURCHASE AGREEMENT: A written contract covering all future transactions 
between the parties to repurchase—reverse repurchase agreements that establishes each 
party’s rights in the transactions. A master agreement will often specify, among other things, the 
right of the buyer-lender to liquidate the underlying securities in the event of default by the seller 
borrower.  
 
MATURITY: The date upon which the principal or stated value of an investment becomes due 
and payable.  
 
MONEY MARKET: The market in which short-term debt instruments (bills, commercial paper, 
bankers’ acceptances, etc.) are issued and traded.  
 
OFFER: The price asked by a seller of securities. (When you are buying securities, you ask for 
an offer.) See Asked and Bid.  
 
OPEN MARKET OPERATIONS: Purchases and sales of government and certain other 
securities in the open market by the New York Federal Reserve Bank as directed by the FOMC 
in order to influence the volume of money and credit in the economy. Purchases inject reserves 
into the bank system and stimulate growth of money and credit; sales have the opposite effect. 
Open market operations are the Federal Reserve’s most important and most flexible monetary 
policy tool.  
 
PORTFOLIO: Collection of securities held by an investor.  
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PRIMARY DEALER: A group of government securities dealers who submit daily reports of 
market activity and positions and monthly financial statements to the Federal Reserve Bank of 
New York and are subject to its informal oversight. Primary dealers include Securities and 
Exchange Commission (SEC)-registered securities broker-dealers, banks, and a few 
unregulated firms.  
 
PRUDENT PERSON RULE: An investment standard. In some states the law requires that a 
fiduciary, such as a trustee, may invest money only in a list of securities selected by the custody 
state—the so-called legal list. In other states the trustee may invest in a security if it is one 
which would be bought by a prudent person of discretion and intelligence who is seeking a 
reasonable income and preservation of capital. 
 
QUALIFIED PUBLIC DEPOSITORIES: A financial institution which does not claim exemption 
from the payment of any sales or compensating use or ad valorem taxes under the laws of this 
state, which has segregated for the benefit of the commission eligible collateral having a value 
of not less than its maximum liability and which has been approved by the Public Deposit 
Protection Commission to hold public deposits.  
 
RATE OF RETURN: The yield obtainable on a security based on its purchase price or its 
current market price. This may be the amortized yield to maturity on a bond the current income 
return.  
 
REPURCHASE AGREEMENT (REPO): A holder of securities sells these securities to an 
investor with an agreement to repurchase them at a fixed price on a fixed date. The security 
“buyer” in effect lends the “seller” money for the period of the agreement, and the terms of the 
agreement are structured to compensate him for this.  
 
REVERSE REPURCHASE AGREEMENT (REVERSE REPO): A reverse-repurchase 
agreement (reverse repo) involves an investor borrowing cash from a financial institution in 
exchange for securities. The investor agrees to repurchase the securities at a specified date for 
the same cash value plus an agreed upon interest rate. Although the transaction is similar to a 
repo, the purpose of entering into a reverse repo is quite different. While a repo is a 
straightforward investment of public funds, the reverse repo is a borrowing.  
 
SAFEKEEPING: A service to customers rendered by banks for a fee whereby securities and 
valuables of all types and descriptions are held in the bank’s vaults for protection.  
 
SECONDARY MARKET: A market made for the purchase and sale of outstanding issues 
following the initial distribution.  
 
SECURITIES & EXCHANGE COMMISSION: Agency created by Congress to protect investors 
in securities transactions by administering securities legislation.  
 
SEC RULE 15(C)3) 3-1: See Uniform Net Capital Rule.  
 
STRUCTURED NOTES: Notes issued by Government Sponsored Enterprises (FHLB, FNMA, 
SLMA, etc.) and Corporations, which have imbedded options (e.g., call features, step-up 
coupons, floating rate coupons, derivative-based returns) into their debt structure. Their market 
performance is impacted by the fluctuation of interest rates, the volatility of the imbedded 
options and shifts in the shape of the yield curve.  
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TOTAL RETURN:  A measure of performance, Total Return is the actual rate of return of an 
investment or a pool of investments, over a given evaluation period. Total Return accounts for 
two categories of return: income and capital appreciation. Income includes interest paid by 
fixed-income investments, distributions or dividends. Capital appreciation represents the change 
in the market price of an asset.  
 
TREASURY BILLS: A non-interest bearing discount security issued by the U.S. Treasury to 
finance the national debt. Most bills are issued to mature in three months, six months, or one 
year.  
 
TREASURY BONDS: Long-term coupon-bearing U.S. Treasury securities issued as direct 
obligations of the U.S. Government and having initial maturities of more than 10 years.  
 
TREASURY NOTES: Medium-term coupon-bearing U.S. Treasury securities issued as direct 
obligations of the U.S. Government and having initial maturities from two to 10 years.  
 
UNIFORM NET CAPITAL RULE: Securities and Exchange Commission requirement that 
member firms as well as nonmember broker-dealers in securities maintain a maximum ratio of 
indebtedness to liquid capital of 15 to 1; also called net capital rule and net capital ratio. 
Indebtedness covers all money owed to a firm, including margin loans and commitments to 
purchase securities, one reason new public issues are spread among members of underwriting 
syndicates. Liquid capital includes cash and assets easily converted into cash.  
 
YIELD: The rate of annual income return on an investment, expressed as a percentage. (a) 
INCOME YIELD is obtained by dividing the current dollar income by the current market price for 
the security. (b) NET YIELD or YIELD TO MATURITY is the current income yield minus any 
premium above par or plus any discount from par in purchase price, with the adjustment spread 
over the period from the date of purchase to the date of maturity of the bond. 
 
BE IT FURTHER RESOLVED the investment policy shall be reviewed by the Administration and 
Finance Committee annually, and as frequently as necessary, to enable the Treasurer to 
respond to changing market conditions;  
 

Said Resolution was adopted, upon roll call, by the following vote: 
 

AYES:     Directors Barbre, Finnegan, Hinman, Osborne, Tamaribuchi & 
Thomas   

NOES:    None 
ABSTAIN: None 
ABSENT:  Director Dick  
 

 
 
I certify the foregoing is a true, full and correct copy of Resolution No. 2032XX adopted 
by the Board of Director of Municipal Water District of Orange County at its Regular 
meeting held on MayJune 1218, 20176. 
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Maribeth Goldsby, District Secretary 
Municipal Water District of Orange County 
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MUNICIPAL WATER DISTRICT OF ORANGE COUNTY 
ADMINISTRATIVE CODE 

 
INVESTMENT POLICY AND GUIDELINES  §2100-§2109

 
§2100 PURPOSE 
 
The purpose of this policy is to set forth the investment and operational policies for the 
management of the public funds of Municipal Water District of Orange County.  These 
policies have been adopted by, and can be changed only by a majority vote of the Board 
of Directors. 
 
These policies are designed to ensure the prudent management of public funds, the 
safety of principal, the availability of operating funds when needed, and an investment 
return competitive with those of comparable funds and financial market indexes. 
 
A copy of this policy will be provided to all investment dealers and investment managers 
doing business with the Municipal Water District of Orange County.  Receipt of this policy, 
including confirmation that it has been reviewed by persons dealing directly with the 
Municipal Water District of Orange County’s account will be received prior to any 
organization providing investment services to the Municipal Water District of Orange 
County. 
 
§2101 STATUTORY AND DELEGATED AUTHORITY TO INVEST FUNDS 
 
Authority to manage the investment of surplus funds is derived from California 
Government Code Sections 53601, et seq.  In accordance with Section 53607 of the 
Government Code of the State of California, the authority of the Board of Directors to 
invest public funds may be delegated to the Treasurer for a one-year period, which may 
be renewed annually. 
 
The Municipal Water District of Orange County (MWDOC) Board of Directors has 
expressly delegated the investment authority of the Board of Directors to the Treasurer 
pursuant to Resolution No. 1166.  By Resolution No. 1277, the Board of Directors created 
the office of Deputy Treasurer and delegated to the Deputy Treasurer the authority to 
direct investment of MWDOC funds under the circumstances set forth in said Resolution, 
and to make a monthly report of those transactions to the Board.  The Board of Directors 
created the office of Alternate Deputy Treasurer by Resolution No. 1434 and specified 
circumstances under which the Alternate Deputy Treasurer would have authority to direct 
the investment of MWDOC funds.     
 
No person may engage in an investment transaction on behalf of MWDOC unless he or 
she has been duly appointed by the Board of Directors to the office of Treasurer, Deputy 
Treasurer, or Alternate Deputy Treasurer, and subject to the limitations and conditions 
set forth in the Resolutions establishing those offices and the terms of this policy.  
Notwithstanding the foregoing, upon the occurrence of a vacancy in the office of 
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Treasurer, the Board of Directors may appoint an Acting Treasurer, who shall have and 
exercise the authority delegated to the Treasurer until appointment of a successor 
Treasurer by the Board of Directors.   
 
The delegations in Resolution Nos. 1277 and 1434 are renewed on the adoption of this 
Policy.  The Treasurer shall be responsible for all transactions undertaken and shall 
establish procedures and a system of internal controls to regulate the activities of 
subordinate officials. 
 
§2102 ORGANIZATION 
 
The organizational structure of the investment functions of MWDOC shall consist of the 
Board of Directors, the Administration & Finance Committee, the Treasurer and Deputy 
Treasurers.  The responsibilities of these groups are as follows: 
 
Board of Directors - the elected body responsible for the administration and investment 
of the assets of MWDOC.  The Board may acquire, hold, manage, purchase, sell, assign, 
trade, transfer and/or dispose of any security, evidence of debt, or other investment in 
which MWDOC’s assets may be invested by law.  To assist them in discharging their 
responsibilities, the Board shall appoint a Treasurer, Deputy Treasurers and custodians 
of assets. 
 
Administration & Finance Committee - appointed by the Board to review transactions, 
performance and asset mix, monitor, recommend policy, and propose adjustments for 
Board approval.  
 
Treasurer - responsible for the administration and the investment of the funds, subject to 
the policies and restrictions set by the Board.   The Treasurer as investment officer of 
MWDOC is granted full authority and responsibility by the Board in the purchase, sale, 
assignment, exchange and transfer of securities and for the safe custody of security 
holdings, subject to Board policies, rules, regulations and directives consistent with 
regulatory and statutory limitations. The Treasurer is responsible for interpreting, 
administering and advising on legal requirements, investment policies and strategies; 
collecting income, preparation of reports. Also responsible for Deputy Treasurer, and 
investment staff compliance with this Investment Policy and guidelines. 
 
Deputy Treasurers - act in the absence of the Treasurer as specified within the Resolution 
of appointment to fulfill the duties and responsibilities as assigned by the Treasurer. 
 
§2103 INVESTMENT PHILOSOPHY 
 
Except where specifically directed by the State Constitution, statutes or regulations, the 
general investment policies of MWDOC will be guided by the prudent investor standard 
(“Standard”) set forth in California Government Code Section 53600.3.  Under this 
Standard, those with investment responsibility for public funds are trustees and, as 
trustees, shall act with care, skill, prudence and diligence under the circumstances then 
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prevailing, including, but not limited to, the general economic conditions and the 
anticipated needs of MWDOC, that a prudent person acting in a like capacity and 
familiarity with those matters would use in the conduct of funds of a like character and 
with like aims to safeguard the principal and maintain the liquidity needs of the agency. 
 
This Standard shall be applied in the context of managing the overall investment portfolio. 
The investment officer, acting in accordance with written procedures and this investment 
policy and exercising due diligence shall be relieved of personal responsibility for an 
individual security’s credit risk or market price changes, provided deviations from 
expectations are reported in a timely fashion and appropriate action is taken to control 
adverse developments. 
 
§2104 SCOPE 
 
It is intended that this Investment Policy cover all funds and investment activities of 
MWDOC.  Any reference to the portfolio shall mean the collection of MWDOC securities 
held by the Treasurer.  Those securities held in Trust or escrow by a third-party Trustee 
or escrow agent on behalf of MWDOC are invested under the Treasurer’s direction in 
accordance with this Investment Policy and the terms of the specific escrow or trust 
agreements related to the funds. 
 
MWDOC funds are divided into two categories, and the investment objectives and 
policies vary with the nature of the fund. 
 

° Operating and Fiduciary Funds - These funds are to provide for the ordinary 
annual operating expenses of MWDOC (General Fund, Water Fund) and Funds 
to provide for trustee functions and expenditures (WFC,  with the exception of the 
Debt Service Reserve) and other specified reoccurring and non-reoccurring 
purposes where MWDOC serves in a fiduciary role.   These funds are considered 
“short-term” for investment purposes and will be invested to provide the safety 
and liquidity to meet all anticipated expenditures. 

 
° Reserve Funds – These funds are designated for contingencies or emergencies and 

may be used to supplement the other funds as necessary.  These funds may be 
invested “longer-term” as defined in this Investment Policy. 

 
§2105 INVESTMENT OBJECTIVES 
 
When investing, reinvesting, purchasing, acquiring, exchanging, selling or managing 
MWDOC’s funds, the primary objective is to safeguard the principal of the funds. The 
secondary objective is to meet the liquidity needs of MWDOC.   The third objective is to 
achieve a maximum return on invested funds (California Government Code Section 
53600.5.).  It is the policy of MWDOC to invest funds in a manner to obtain the highest 
yield possible while meeting the daily cash flow demands of MWDOC as long as 
investments meet the criteria established by this investment policy for safety and liquidity 
and conform to all laws governing the investment of MWDOC’s funds. 
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Safety of Principal.     
 

Safety of principal is the foremost objective of MWDOC. Each investment 
transaction shall seek to first ensure that capital losses are avoided, whether they 
arise from securities defaults, institution default, broker-dealer default, or erosion 
of market value of securities. MWDOC shall mitigate the risk to the principal of 
invested funds by limiting credit and interest rate risks. Credit risk is the risk of loss 
due to the failure of a security’s issuer or backer. Interest rate risk is the risk that 
the market value of the MWDOC’s portfolio will change due to an 
increase/decrease in general interest rates. 

 
1) Credit risk will be mitigated by: 
 

(a) Limiting investments to only the most creditworthy types of 
permissible investments as described in Section 2106; 

(b) By pre-qualifying the financial institutions with which the Agency will 
do business; and 

(c) By diversifying the investment portfolio so that the potential failure of 
any one issue or issuer will not place an undue financial burden on 
the District. 

 
2) Interest rate risk will be mitigated by: 

 
(a) Structuring the portfolio so that securities mature to meet the 

District’s cash requirements for ongoing obligations, thereby 
reducing the possible need to sell securities on the open market at a 
loss prior to their maturity to meet those requirements; and 

(b) Investing primarily in shorter term securities. 
 
Liquidity 
 

Availability of sufficient cash to pay for current expenditures shall be 
maintained.  An adequate percentage of the portfolio shall be maintained in 
liquid short-term securities which can be converted to cash as necessary to 
meet disbursement requirements.  Since cash requirements cannot always 
be anticipated, sufficient investments in securities with active secondary or 
resale markets shall be utilized. 
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Rates of Return 
 

Yield on investments shall be considered only after the basic requirements 
of safety and liquidity have been met.  The investment portfolio shall be 
designed to attain a market average rate of return throughout budgetary and 
economic cycles, taking into account the MWDOC’s risk constraints, the 
composition and cash flow characteristics of the portfolio, and applicable 
laws. 

 
§2106 INVESTMENT POLICY GUIDELINES 
 
MWDOC authorized investment types, amounts, maturities, and other characteristics 
are stated in the Government Code Section 53601 (as periodically amended), and with 
the following exceptions as noted below.  
 
° Collective Investment (Pools) - Assets of any of the funds may be invested in 

collective investment pools run and managed by other public bodies and banks that 
are approved by the Board of Directors.  However, no such investment shall be 
made in a pool where the investment objectives differ from the investment objectives 
listed in Section 2105 of this investment policy, nor should any investment be made 
in a fund that engages in market timing or anticipating interest rate changes or that 
uses derivatives or other securities other than as a hedge against interest rate risk. 
Shall not exceed 20% of portfolio in effect immediately after such investment and no 
more than 10% in one pool. 
 

° Money Market Mutual Funds - Investment in shares of money market mutual funds 
may be made if the investments meet the same restrictions as those of collective 
investment pools described in Section 2105.  In addition, purchase of these funds 
must not result in payment of a purchase premium or commission.  These mutual 
funds must attain the highest ranking of two nationally recognized ratings services 
and the investment adviser must be registered with the Securities and Exchange 
Commission (SEC) as an investment adviser with not less than five years’ 
experience managing market mutual funds with investment portfolios of greater than 
$500 million. An investment shall not exceed 20% of portfolio in effect immediately 
after such investment. 
 

° Cash Holdings - The portfolio will hold sufficient cash equivalent investments to 
ensure availability of sufficient funds to meet known obligations for the next three 
months.  Idle cash will be invested to the fullest extent practicable in interest-bearing 
investments. 
 

° Other permissible investments for the Operating and Fiduciary funds are: 
 

° Bank checking accounts, time deposits or certificates of deposit not to exceed 
the current Federal Deposit Insurance Corporation (FDIC) limit without being 
collateralized. 

Page 58 of 91



°  Negotiableted cCertificates of dDeposit shall not exceed 230% of portfolio in 
effect immediately after such investment and no more than 5% in one issuer. 

° U.S. Treasury obligations. 
° U.S. Government Agency obligations and, U.S. Government Instrumentality 

obligations. May not invest more than 50% of portfolio from one issuer. 
° Prime Commercial Paper rated A-1/P-1/F-1 by Moody’s, Standard and Poor’s 

or Fitch. May not exceed 25% of portfolio in effect immediately after such 
investment and may purchase no more than 5% of the outstanding 
commercial paper of any single issuer. The maximum maturity for 
Commercial Paper is 270 days.(shall not exceed 20% of portfolio in effect 
immediately after such investment ). 

° Prime Banker’s Acceptances rated A-1/P-1/F-1 by Moody’s, Standard and 
Poor’s or Fitch shall not exceed 40% of portfolio in effect immediately after 
such investment and no more than 5% may be of any one commercial bank. 
The maximum maturity is 180 days(shall not exceed 20% of portfolio in effect 
immediately after such investment). 

° Corporate Securities (Medium-Term Notes) with a rating of “A” or better by at 
least two nationally recognized rating services (sShall not exceed 30% of 
portfolio in effect immediately after such investment, with no more than 5% in 
one issuer). 

° Loans with an agreement for the collateral to be repurchased by the borrower 
(Repurchase Agreements); the amount of such instruments will not exceed 
120% percent of the market value of the portfolio with no more than 10% from 
one issuer.  Maximum maturity is 1 year. U.S. Treasury and Agency securities 
are acceptable collateral with a market value of at least 102% of the value of 
the Repurchase Agreement. Prior to investment, a Master Repurchase 
Agreement will be signed with the qualified counterparty. 
 

° Permissible investments for Reserve Funds are: 
 

° All investments permitted for the Operating and Fiduciary funds, except 
maturities may not exceed five years without Board approval  prior to 
investment. 

° Corporate Securities with a rating of “A” or better by at least two nationally 
recognized rating service (shall not exceed 20% of portfolio in effect 
immediately after such investment). 
 

° Prohibited Investments and Investment Practices - The following are prohibited: 
 

° Purchases on margin or short sales. 
° “Derivative” securities of any type. 
° Lending securities with an agreement to buy them back after a stated period 

of time (Reverse Repurchase Agreements). 
° Futures, Options and Margin Trading 
° In no instance shall a swap be used in speculation.  Losses are only 

acceptable if the proposed swap or trade can clearly enhance quality or yield 
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(value) over the life of the new security on a Total Return basis. 
° Investments are limited to maturities of five years or less without express 

authorization of the Board prior to the investment. 
 

° Diversification - The investment portfolio will be diversified to avoid undue 
concentration in securities of one type or securities of one financial institution, so that 
no single investment or class of investments can have a disproportionate impact on 
the total portfolio.  This restriction does not apply to U.S. Treasury securities.  
 

° Exemptions - Any investment currently held that does not meet the guidelines of this 
policy shall be exempted from the requirements of this policy.  At maturity or 
liquidation, such monies shall be reinvested only as provided by the current policy. 

 
§2107 EXECUTION 
 
The responsibility for the execution of security transactions shall rest with such qualified 
members of the investment staff as designated by the Board.  The selection of the broker-
dealer for a specific transaction shall be based on price and yield quotations.  Every effort 
shall be made to obtain appropriate discounts on individual orders.   
 
Security orders shall be placed on the basis of accepted investment practices.  All security 
transactions, including for repurchase agreements, entered into by MWDOC shall be on 
a Delivery-vs.-Payment (DVP) basis, i.e. payment will be made upon receipt of the 
securities to the safekeeping or trust account or custodial facility.  All securities shall be 
held in MWDOC’s name pursuant to an agreement and all financial institutions are 
instructed to mail confirmation and safekeeping receipts directly to MWDOC within three 
business days after the trade. 
 
Receipts for the confirmation of trades of authorized securities will include information on 
trade date, par value, maturity, interest rate, price, yield, settlement date, description of 
securities purchased, agency’s name, amount due, and third party custodial information.  
 
§2108 PERSONAL CONDUCT 
 
The Board of Directors of Municipal Water District of Orange County is acutely aware of 
the responsibilities the staff has in administering the investment assets of MWDOC.  
Therefore, the integrity of the staff and all others involved in making investment decisions 
must be unquestioned. 
 
Members of the Board of Directors, the Treasurer, Deputy Treasurers and members of 
the investment staff may not have a direct or indirect interest in the gains or profits of any 
investment made by MWDOC and may not receive any pay or emolument (profit arising 
from office or employment usually in the form of compensation or perquisites) for services 
other than as designated by MWDOC for compensation and authorized expenses. 
 
All persons responsible for investment decisions or who are involved in the management 
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of MWDOC assets shall be governed in their personal investment activities by the codes 
of conduct established by the applicable state statutes, the Financial Industry Regulatory 
Authority (FINRA), the Securities and Exchange Commission, and the Code of Ethics and 
Standards of Professional Conduct of the Association for Investment Management and 
Research. 
 
All persons responsible for investment decisions or who are involved in the management 
of MWDOC assets shall refrain from any personal business activity that could conflict with 
the proper execution and management of the MWDOC investment program, or that could 
impair their ability to make impartial investment decisions.   
 
§2109 REPORTING 
 
The Treasurer shall prepare an investment report monthly, including a management 
summary that provides the status of the current investment portfolio and transactions 
made over the last month.  The Report shall be submitted within thirty (30) days following 
the quarter ended.  The report should be provided to and reviewed by the General 
Manager, the Administration & Finance Committee and provided to the Board of 
Directors.  The report will include the following: 
 
° A listing of individual securities held at the end of the reporting period; 
° Average weighted yield to maturity of portfolio on MWDOC investments; 
° Listing of investments by maturity date; 
° Market values of current investments; 
° Percentage of the total portfolio which each type of investment represents. 
 
This investment policy shall be reviewed by the Administration and Finance Committee 
annually and as frequently as necessary, to enable the Treasurer to respond to changing 
economic and market conditions.   

 
§2110 GLOSSARY 
 
AGENCIES: Federal agency securities and/or Government-sponsored enterprises. 
 
ASKED: The price at which securities are offered. 
 
BANKERS’ ACCEPTANCE (BA): A draft or bill or exchange accepted by a bank or trust 
company. The accepting institution guarantees payment of the bill, as well as the issuer. 
 
BENCHMARK: A comparative base for measuring the performance or risk tolerance of the 
investment portfolio. A benchmark should represent a close correlation to the level of risk and 
the average duration of the portfolio’s investments. 
 
BID: The price offered by a buyer of securities. (When you are selling securities, you ask for a 
bid.) See Offer. 
 
BROKER: A broker brings buyers and sellers together for a commission. 
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BROKER-DEALER:  A person or firm acting as a principal in securities transaction as either a 
broker or a dealer depending on the transaction.  Technically, a broker is only an agent who 
executes orders on behalf of clients, whereas a dealer acts as a principal and trades from the 
firm’s own account. Transaction confirmations must disclose this information.  Because most 
brokerage firms act as both brokers and principals, the term broker-dealer is commonly used to 
describe them. 
 
CASH EQUIVALENTS (CE):  Highly liquid and safe instruments or investments that can be 
converted into cash immediately.  Examples include bank accounts, money market funds, and 
Treasury bills. 
 
CERTIFICATE OF DEPOSIT (CD): A time deposit with a specific maturity evidenced by a 
Certificate. Large-denomination CD’s are typically negotiable. 
 
COLLATERAL: Securities, evidence of deposit or other property, which a borrower pledges to 
secure repayment of a loan. Also refers to securities pledged by a bank to secure deposits of 
public monies. 
 
COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR): The official annual report of 
MWDOC. It includes five combined statements for each individual fund and account group 
prepared in conformity with GAAP. It also includes supporting schedules necessary to 
demonstrate compliance with finance-related legal and contractual provisions, extensive 
introductory material, and a detailed Statistical Section. 
 
COUPON: (a) The annual rate of interest that a bond’s issuer promises to pay the bondholder 
on the bond’s face value. (b) A certificate attached to a bond evidencing interest due on a 
payment date. 
 
DEALER: A dealer, as opposed to a broker, acts as a principal in all transactions, buying and 
selling for his own account. 
 
DEBENTURE: A bond secured only by the general credit of the issuer. 
 
DELIVERY VERSUS PAYMENT: There are two methods of delivery of securities: delivery 
versus payment and delivery versus receipt. Delivery versus payment is delivery of securities 
with an exchange of money for the securities. Delivery versus receipt is delivery of securities 
with an exchange of a signed receipt for the securities. 
 
DERIVATIVES: (1) Financial instruments whose return profile is linked to, or derived from, the 
movement of one or more underlying index or security, and may include a leveraging factor, or 
(2) financial contracts based upon notional amounts whose value is derived from an underlying 
index or security (interest rates, foreign exchange rates, equities or commodities). 
 
DISCOUNT: The difference between the cost price of a security and its maturity when quoted at 
lower than face value. A security selling below original offering price shortly after sale also is 
considered to be at a discount. 
 
DISCOUNT SECURITIES: Non-interest bearing money market instruments that are issued a 
discount and redeemed at maturity for full face value (e.g., U.S. Treasury Bills.) 
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DIVERSIFICATION: Dividing investment funds among a variety of securities offering 
independent returns. 
 
DURATION: A measure of the sensitivity of the price (the value of principal) of a fixed-income 
investment to a change in interest rates. Duration is expressed as a number of years. Rising 
interest rates mean falling bond prices, while declining interest rates mean rising bond prices.  
 
FEDERAL CREDIT AGENCIES: Agencies of the Federal government set up to supply credit to 
various classes of institutions and individuals, e.g., S&L’s, small business firms, students, 
farmers, farm cooperatives, and exporters. 
 
FEDERAL DEPOSIT INSURANCE CORPORATION (FDIC): A federal agency that insures 
bank deposits, currently up to $250,000 per entity. 
 
FEDERAL FUNDS RATE: The rate of interest at which Fed funds are traded. This rate is 
currently pegged by the Federal Reserve through open-market operations. 
 
FEDERAL HOME LOAN BANKS (FHLB): Government sponsored wholesale banks (currently 
12 regional banks), which lend funds and provide correspondent banking services to member 
commercial banks, thrift institutions, credit unions and insurance companies. The mission of the 
FHLBs is to liquefy the housing related assets of its members who must purchase stock in their 
district Bank. 
 
FEDERAL NATIONAL MORTGAGE ASSOCIATION (FNMA): FNMA, like GNMA was 
chartered under the Federal National Mortgage Association Act in 1938. FNMA is a federal 
corporation working under the auspices of the Department of Housing and Urban Development 
(HUD). It is the largest single provider of residential mortgage funds in the United States. Fannie 
Mae, as the corporation is called, is a private stockholder-owned corporation. The corporation’s 
purchases include a variety of adjustable mortgages and second loans, in addition to fixed-rate 
mortgages. FNMA’s securities are also highly liquid and are widely accepted. FNMA assumes 
and guarantees that all security holders will receive timely payment of principal and interest. 
 
FEDERAL OPEN MARKET COMMITTEE (FOMC): Consists of seven members of the Federal 
Reserve Board and five of the twelve Federal Reserve Bank Presidents. The President of the 
New York Federal Reserve Bank is a permanent member, while the other Presidents serve on a 
rotating basis. The Committee periodically meets to set Federal Reserve guidelines regarding 
purchases and sales of Government Securities in the open market as a means of influencing 
the volume of bank credit and money.  
 
FEDERAL RESERVE SYSTEM: The central bank of the United States created by Congress and 
consisting of a seven member Board of Governors in Washington, D.C., 12 regional banks and 
about 5,700 commercial banks that are members of the system.  
 
GOVERNMENT NATIONAL MORTGAGE ASSOCIATION (GNMA or Ginnie Mae): Securities 
influencing the volume of bank credit guaranteed by GNMA and issued by mortgage bankers, 
commercial banks, savings and loan associations, and other institutions. Security holder is 
protected by full faith and credit of the U.S. Government. Ginnie Mae securities are backed by 
the FHA, VA or FHA mortgages. The term “pass-throughs” is often used to describe Ginnie 
Maes.  
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LIQUIDITY: A liquid asset is one that can be converted easily and rapidly into cash without a 
substantial loss of value. In the money market, a security is said to be liquid if the spread 
between bid and asked prices is narrow and reasonable size can be done at those quotes.  
 
LOCAL GOVERNMENT INVESTMENT POOL (LGIP): The aggregate of all funds from political 
subdivisions that are placed in the custody of the State Treasurer for investment and 
reinvestment.  
 
MARKET VALUE: The price at which a security is trading and could presumably be purchased 
or sold.  
 
MASTER REPURCHASE AGREEMENT: A written contract covering all future transactions 
between the parties to repurchase—reverse repurchase agreements that establishes each 
party’s rights in the transactions. A master agreement will often specify, among other things, the 
right of the buyer-lender to liquidate the underlying securities in the event of default by the seller 
borrower.  
 
MATURITY: The date upon which the principal or stated value of an investment becomes due 
and payable.  
 
MONEY MARKET: The market in which short-term debt instruments (bills, commercial paper, 
bankers’ acceptances, etc.) are issued and traded.  
 
OFFER: The price asked by a seller of securities. (When you are buying securities, you ask for 
an offer.) See Asked and Bid.  
 
OPEN MARKET OPERATIONS: Purchases and sales of government and certain other 
securities in the open market by the New York Federal Reserve Bank as directed by the FOMC 
in order to influence the volume of money and credit in the economy. Purchases inject reserves 
into the bank system and stimulate growth of money and credit; sales have the opposite effect. 
Open market operations are the Federal Reserve’s most important and most flexible monetary 
policy tool.  
 
PORTFOLIO: Collection of securities held by an investor.  
 
PRIMARY DEALER: A group of government securities dealers who submit daily reports of 
market activity and positions and monthly financial statements to the Federal Reserve Bank of 
New York and are subject to its informal oversight. Primary dealers include Securities and 
Exchange Commission (SEC)-registered securities broker-dealers, banks, and a few 
unregulated firms.  
 
PRUDENT PERSON RULE: An investment standard. In some states the law requires that a 
fiduciary, such as a trustee, may invest money only in a list of securities selected by the custody 
state—the so-called legal list. In other states the trustee may invest in a security if it is one 
which would be bought by a prudent person of discretion and intelligence who is seeking a 
reasonable income and preservation of capital. 
 
QUALIFIED PUBLIC DEPOSITORIES: A financial institution which does not claim exemption 
from the payment of any sales or compensating use or ad valorem taxes under the laws of this 
state, which has segregated for the benefit of the commission eligible collateral having a value 
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of not less than its maximum liability and which has been approved by the Public Deposit 
Protection Commission to hold public deposits.  
 
RATE OF RETURN: The yield obtainable on a security based on its purchase price or its 
current market price. This may be the amortized yield to maturity on a bond the current income 
return.  
 
REPURCHASE AGREEMENT (REPO): A holder of securities sells these securities to an 
investor with an agreement to repurchase them at a fixed price on a fixed date. The security 
“buyer” in effect lends the “seller” money for the period of the agreement, and the terms of the 
agreement are structured to compensate him for this.  
 
REVERSE REPURCHASE AGREEMENT (REVERSE REPO): A reverse-repurchase 
agreement (reverse repo) involves an investor borrowing cash from a financial institution in 
exchange for securities. The investor agrees to repurchase the securities at a specified date for 
the same cash value plus an agreed upon interest rate. Although the transaction is similar to a 
repo, the purpose of entering into a reverse repo is quite different. While a repo is a 
straightforward investment of public funds, the reverse repo is a borrowing.  
 
SAFEKEEPING: A service to customers rendered by banks for a fee whereby securities and 
valuables of all types and descriptions are held in the bank’s vaults for protection.  
 
SECONDARY MARKET: A market made for the purchase and sale of outstanding issues 
following the initial distribution.  
 
SECURITIES & EXCHANGE COMMISSION: Agency created by Congress to protect investors 
in securities transactions by administering securities legislation.  
 
SEC RULE 15(C)3) 3-1: See Uniform Net Capital Rule.  
 
STRUCTURED NOTES: Notes issued by Government Sponsored Enterprises (FHLB, FNMA, 
SLMA, etc.) and Corporations, which have imbedded options (e.g., call features, step-up 
coupons, floating rate coupons, derivative-based returns) into their debt structure. Their market 
performance is impacted by the fluctuation of interest rates, the volatility of the imbedded 
options and shifts in the shape of the yield curve.  
 
TOTAL RETURN:  A measure of performance, Total Return is the actual rate of return of an 
investment or a pool of investments, over a given evaluation period. Total Return accounts for 
two categories of return: income and capital appreciation. Income includes interest paid by 
fixed-income investments, distributions or dividends. Capital appreciation represents the change 
in the market price of an asset.  
 
TREASURY BILLS: A non-interest bearing discount security issued by the U.S. Treasury to 
finance the national debt. Most bills are issued to mature in three months, six months, or one 
year.  
 
TREASURY BONDS: Long-term coupon-bearing U.S. Treasury securities issued as direct 
obligations of the U.S. Government and having initial maturities of more than 10 years.  
 
TREASURY NOTES: Medium-term coupon-bearing U.S. Treasury securities issued as direct 
obligations of the U.S. Government and having initial maturities from two to 10 years.  
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UNIFORM NET CAPITAL RULE: Securities and Exchange Commission requirement that 
member firms as well as nonmember broker-dealers in securities maintain a maximum ratio of 
indebtedness to liquid capital of 15 to 1; also called net capital rule and net capital ratio. 
Indebtedness covers all money owed to a firm, including margin loans and commitments to 
purchase securities, one reason new public issues are spread among members of underwriting 
syndicates. Liquid capital includes cash and assets easily converted into cash.  
 
YIELD: The rate of annual income return on an investment, expressed as a percentage. (a) 
INCOME YIELD is obtained by dividing the current dollar income by the current market price for 
the security. (b) NET YIELD or YIELD TO MATURITY is the current income yield minus any 
premium above par or plus any discount from par in purchase price, with the adjustment spread 
over the period from the date of purchase to the date of maturity of the bond.  
R1166 - 3/23/83; R1277 - 12/18/85; R1345 - 3/2/88; R1398 - 11/1/89; R1429 - 1/16/91; 
R1434 - 4/3/91; R1460 - 4/1/92; R1483 - 3/17/93; R1503 - 2/16/94; R1508 - 3/16/94; R1538 
- 4/19/95; R1541 - 5/17/95; R1560 - 5/15/96; R1566; - 10/16/96; Motion - 11/25/96; R1584 
– 5/21/97; R1694 – 4/17/02; R1718 – 6/18/03; R1736 – 5/19/04; R1880 – 5/19/10; R1907 – 
5/18/11; R1942 – 10/17/12; M-6/17/15 
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Budgeted (Y/N):  Y Budgeted amount:  Included in salaries 
and wages  Core _X_ Choice __ 

Action item amount:   Line item:  2000-19-6010 

Fiscal Impact (explain if unbudgeted):   

 

Item No. 5 
 

 
 
 

ACTION ITEM 
June 21, 2017 

 
TO: Board of Directors 
 
FROM: Administration & Finance Committee 
 (Directors Thomas, Barbre, Finnegan) 
 
 Robert J. Hunter, General Manager  
 
Staff Contacts: Cathleen Harris, Administrative Services Manager  
 
SUBJECT: ADOPT RESOLUTION ESTABLISHING THE EMPLOYER PAID MEMBER 

CONTRIBUTION AMOUNT TO CALIFORNIA PUBLIC EMPLOYEES 
RETIREMENT SYSTEM (CALPERS) 

 
STAFF RECOMMENDATION 
 
It is recommended that the Board of Directors adopt the attached Resolution establishing 
the employer paid member contribution amount of 1% to CALPERS, and submit the 
Resolution to CalPERS for its records. 
 
COMMITTEE RECOMMENDATION 
 
Committee recommends (To be determined at Committee Meeting) 
 
DETAILED REPORT 
 
Section 20691 of the California Government Code permits a contracting public Agency 
to pay all or a portion of the required employee contribution to CalPERS.  The Employer 
Paid Member Contribution (EPMC) amounts are determined by the Board annually during 
the budget process and become effective July 1 of each year. 
 
The proposed 2017/2018 Budget includes an additional 1% CalPERS Employee 
Contribution, effective July 1, 2017.  The total Employee Contribution to CalPERS for 
2017/18 will be 6%. This requires that a Resolution be adopted by the Board establishing 
MWDOC’s Employer Paid Member Contribution amount of 1%. 
 
Staff recommends the Board of Directors adopt the attached Resolution establishing the 
employer paid member contribution amount to CalPERS, and submit the Resolution to 
CalPERS for its records.   
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RESOLUTION NO. _____ 
 

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE 
MUNICIPAL WATER DISTRICT OF ORANGE COUNTY ESTABLISHING THE 

EMPLOYER PAID MEMBER CONTRIBUTION AMOUNT  
 
 

WHEREAS, the Board of Directors of the Municipal Water District of Orange County 
(MWDOC) has the authority to implement Government Code Section 20691;  
 

WHEREAS, the Board of Directors of the Municipal Water District of Orange County 
has a written agreement which specifically provides for the normal member contributions to 
be paid by the employer;  
 

WHEREAS, one of the steps in the procedures to implement section 20691 is the 
adoption by the Board of Directors of the Municipal Water District of Orange County of a 
Resolution to commence said Employer Paid Member Contributions (EPMC);  
 

WHEREAS, the Board of Directors of the Municipal Water District of Orange County 
has identified the following conditions for the purpose of its election to pay Employer Paid 
Member Contributions:  

• This benefit shall apply to all Classic Members hired prior to March 1, 2013 
(Miscellaneous Group) employees eligible to participate in CalPERS, in 
accordance with the District’s Personnel Manual.  

 
• This benefit shall consist of paying 1% of the normal member contribution 

as the Employer Paid Member Contribution (EPMC).  
 

• The effective date of this Resolution shall be July 1, 2017.  
 

NOW, THEREFORE, BE IT RESOLVED that the Board of Directors of the Municipal 
Water District of Orange County elects to pay the Employer Paid Member Contribution 
Amount, as set forth above.  
 
Said Resolution was adopted and approved this 21st day of June 2017, by the following roll 
call vote:   
 
AYES:   
NOES:  
ABSENT:  
ABSTAIN:  
 
 

_________________________________ 
MARIBETH GOLDSBY, District Secretary  
Municipal Water District of Orange County 
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Budgeted (Y/N):   Budgeted amount:    Core X Choice __ 

Action item amount:   Line item:   

Fiscal Impact (explain if unbudgeted):   
 

Item No. 6 
 

 
 
 

ACTION ITEM 
June 21, 2017 

 
 
TO:  Board of Directors 
 
FROM:  Administration & Finance Committee 
  (Directors Thomas, Barbre, Finnegan) 
 
  Robert J. Hunter, General Manager  
 
Staff Contacts: Cathy Harris, Administrative Services Manager  
 
SUBJECT:   2017/2018 PAY STRUCTURE ADJUSTMENT 
 
 
STAFF RECOMMENDATION 
 
It is recommended that the Board of Directors approve a 2% Pay Structure Adjustment to 
the District Salary Ranges, as presented.  
 
COMMITTEE RECOMMENDATION 
 
Committee recommends (To be determined at Committee Meeting) 
 
 
DETAILED REPORT 
 
In accordance with District Policy, in Spring of each year, Human Resources conducts a 
planned pay structure adjustment survey of the direct labor market agencies to 
determine the percentage adjustment for the salary ranges for the upcoming fiscal year, 
effective July 1. This is an adjustment of salary ranges only and not individual salaries.   
 
The justification for this recommendation is to keep the salary ranges consistent with the 
market and avoid falling behind.  Without this annual adjustment a significant gap can 
develop and requires a significant adjustment to the pay structure during the Total 
Compensation Assessment, which is performed every three years.   
 
Based on the survey data (Table 1), the average Cost of Living Adjustment increase for 
2017/18 is 2.24% and the average merit amount is 4.11% with the average cola/merit 
combined being 5.16%.   In addition, the average Consumer Price Index rate for Urban 
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 Page 2 
 
Consumers for Los Angeles/Riverside and Orange County for the period of April 2016 to 
April 2017 is 1.98%.  Therefore, staff is recommending the Board of Directors approve a 
2.0% Pay Structure Adjustment to the District Salary Ranges only, as presented (Table 
2), effective July 1, 2017.   A 4% Merit Pool is included in the 2017/18 MWDOC budget.   
 
In accordance with District Policy, a comprehensive compensation and benefits survey 
is to be conducted every three years to evaluate the market practices and job grading. 
The next comprehensive salary and benefits survey will be initiated in November of 
2017 for completion in spring of 2018.   
 
Staff is recommending the Board approve the proposed recommendations as 
presented. 
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MERIT/COLA Direct Labor Market Agency Survey

Agencies COLA MERIT TOTAL
City of City of Brea 2.75% 3.00% 5.75%
Eastern Municipal Water District 1.90% 5.00% 6.90%
El Toro 1.50% 3.00% 4.50%
Inland Empire Utilities 3.50% 5.00% 8.50%
IRWD TBD 3.00% 3.00%
Laguna Beach County Water District 3.00% 2.50% 5.50%
Las Virgenes 2.00% 2.00% 4.00%
Mesa Water District TBD 5.00% 5.00%
Moulton Niguel WD 2.00% 5.00% 7.00%
Orange County Sanitation District NC 2.50% 2.50%
Orange County Water District TBD 3.00% 3.00%
San Diego County Water Authority TBD 5.00% 5.00%
SMWD TBD 5.00% 5.00%
South Coast Water District TBD 5.00% 5.00%
Three Valleys Municipal Water District 1.48% 5.00% 6.48%
Walnut Valley Water District TBD 5.00% 5.00%
Central Basin Municipal Water District NC 4.00% 4.00%
Western Municipal Water District TBD 5.00% 5.00%
Yorba Linda Water District 2.00% 5.00% 7.00%

AVERAGES 2.24% 4.11% 5.16%

TBD = Waiting to make determination on amount 
NC= No Cola 

COLA MERIT TOTAL
Metropolitan Water Dist. Of So. Cal NR NR 0.00%

COLA MERIT TOTAL
MWDOC NC 4.00% 4.00%

Pls. Note 5% is included in the MWDOC 
Budget with 1% designated as PERS offset 
for increase to Employee Contribution rate 

No Response:
City of Fountain Valley
City of San Clemente 
Santa Ana Watershed Project Authority 
City of Tustin 
MET

2017/18
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MWDOC PAY STRUCTURE - EFFECTIVE JULY  2017 (2.0% COLA adjustment)

Pay 
Grade

Exempt /  
Non-
Exempt

Job Classification Payment 
Schedule Range Minimum 25th 

Percentile
Range 
Midpoint 75th Percentile Range 

Maximum

R1 NE Office Assistant Annual $33,194 $36,080 $38,989 $41,897 $44,806

R1 Monthly $2,766 $3,007 $3,249 $3,491 $3,734

R1 Hourly $15.96 $17.35 $18.74 $20.14 $21.54

R2 NE Open Annual $39,810 $43,296 $46,782 $50,268 $53,754

R2 Monthly $3,318 $3,608 $3,898 $4,189 $4,479

R2 Hourly $19.14 $20.82 $22.49 $24.17 $25.84

R3 NE Office Specialist Annual $42,808 $46,560 $50,290 $54,042 $57,795

R3 Monthly $3,567 $3,880 $4,191 $4,504 $4,816

R3 Hourly $20.58 $22.38 $24.18 $25.98 $27.79

R4 NE Accounting Technician Annual $46,027 $50,046 $54,064 $58,105 $62,124

R4 Monthly $3,836 $4,170 $4,505 $4,842 $5,177

R4 Hourly $22.13 $24.06 $25.99 $27.94 $29.87

R5 NE Administrative Assistant Annual $49,468 $53,798 $58,128 $62,457 $66,787

R5 NE Monthly $4,122 $4,483 $4,844 $5,205 $5,566

R5 Hourly $23.78 $25.86 $27.95 $30.03 $32.11

R6 NE Sr. Admin Assistant Annual $53,176 $57,839 $62,479 $67,142 $71,783

R6 NE Public Affairs Assist Monthly $4,431 $4,820 $5,207 $5,595 $5,982

R6 Hourly $25.57 $27.81 $30.04 $32.28 $34.51

R7 Annual $57,173 $62,169 $67,164 $72,182 $77,178

R7 NE Records Coordinator Monthly $4,764 $5,181 $5,597 $6,015 $6,431

R7 Hourly $27.49 $29.89 $32.29 $34.70 $37.10
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MWDOC PAY STRUCTURE - EFFECTIVE JULY  2017 (2.0% COLA adjustment)

Pay 
Grade

Exempt /  
Non-
Exempt

Job Classification Payment 
Schedule Range Minimum 25th 

Percentile
Range 
Midpoint 75th Percentile Range 

Maximum

R8 NE Public Affairs Coordinator Annual $61,458 $66,831 $72,204 $77,578 $82,973

R8 NE Accountant Monthly $5,122 $5,569 $6,017 $6,465 $6,914

R8 NE WEROC Programs Coordinator Hourly $29.55 $32.13 $34.71 $37.30 $39.89

R9 NE WUE Analyst Annual $66,054 $71,849 $77,622 $83,417 $89,190

R9 NE Executive Assistant Monthly $5,505 $5,987 $6,468 $6,951 $7,432

R9 NE Associate Water Resources Analyst Hourly $31.75 $34.55 $37.32 $40.11 $42.88

R10 NE Public Affairs Specialist Annual $71,028 $77,222 $83,439 $89,656 $95,873

R10 NE Sr. Accountant Monthly $5,919 $6,435 $6,953 $7,471 $7,989

R10 NE WUE Program Coordinator Hourly $34.15 $37.13 $40.11 $43.10 $46.09

R10 NE WEROC Programs Specialist

R10 NE Sr. Executive Assistant

R11 E Public Affairs Supervisor Annual $76,356 $83,017 $89,700 $96,384 $103,067

R11 E Water Resources Analyst Monthly $6,363 $6,918 $7,475 $8,032 $8,589

R11 Hourly $36.71 $39.91 $43.13 $46.34 $49.55

R12 E Financial Analyst/Database Analyst Annual $82,063 $89,256 $96,428 $103,622 $110,793

R12 NE Network Systems Engineer Monthly $6,839 $7,438 $8,036 $8,635 $9,233

R12 NE WUE Program Specialist Hourly $39.45 $42.92 $46.36 $49.82 $53.27

R12 NE Sr. Exec. Assist to the Board

R13 E Accounting Supervisor Annual $88,235 $95,939 $103,666 $111,393 $119,097

R13 E Public Affairs Manager Monthly $7,353 $7,995 $8,639 $9,283 $9,925

R13 E Sr. Water Resources Analyst Hourly $42.42 $46.12 $49.84 $53.55 $57.26
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MWDOC PAY STRUCTURE - EFFECTIVE JULY  2017 (2.0% COLA adjustment)

Pay 
Grade

Exempt /  
Non-
Exempt

Job Classification Payment 
Schedule Range Minimum 25th 

Percentile
Range 
Midpoint 75th Percentile Range 

Maximum

R14 E WUE Program Supervisor Annual $94,852 $103,133 $111,437 $119,741 $128,045

R14 E WEROC Programs Manager Monthly $7,904 $8,594 $9,286 $9,978 $10,670

R14 E
Sr. Financial Analyst/Database 
Analyst Hourly $45.60 $49.58 $53.58 $57.57 $61.56

R15 E Sr. Engineer Annual $101,957 $110,882 $119,808 $128,711 $137,637

R15 E Accounting Manager Monthly $8,496 $9,240 $9,984 $10,726 $11,470

R15 E Governmental Affairs Manager Hourly $49.02 $53.31 $57.60 $61.88 $66.17

R16 E Principal Water Resources Analyst Annual $109,594 $119,186 $128,778 $138,370 $147,961

R16 E Administrative Services Manager Monthly $9,133 $9,932 $10,731 $11,531 $12,330

R16 E WUE Program Manager Hourly $52.69 $57.30 $61.91 $66.52 $71.14

R17 E Principal Engineer Annual $117,832 $128,134 $138,436 $148,761 $159,063

R17 E Principal Water Resources Planner Monthly $9,819 $10,678 $11,536 $12,397 $13,255

R17 Hourly $56.65 $61.60 $66.56 $71.52 $76.47

R18 E Director of Public Affairs Annual $126,669 $137,748 $148,827 $159,907 $170,986

R18 E Director of Water Use Efficiency Monthly $10,556 $11,479 $12,402 $13,326 $14,249

R18 Hourly $60.90 $66.22 $71.55 $76.88 $82.20

R19 E Director of Finance/IS Annual $136,171 $148,072 $159,995 $171,896 $183,819

R19 E Associate General Manager Monthly $11,348 $12,339 $13,333 $14,325 $15,318

R19 Hourly $65.47 $71.19 $76.92 $82.64 $88.37
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MWDOC PAY STRUCTURE - EFFECTIVE JULY  2017 (2.0% COLA adjustment)

Pay 
Grade

Exempt /  
Non-
Exempt

Job Classification Payment 
Schedule Range Minimum 25th 

Percentile
Range 
Midpoint 75th Percentile Range 

Maximum

R20 Annual $146,363 $159,174 $171,985 $184,796 $197,607

R20 E Open Monthly $12,197 $13,264 $14,332 $15,400 $16,467

R20 Hourly $70.37 $76.53 $82.69 $88.84 $95.00

R21 E Assistant General Manager Annual $154,067 $169,476 $184,885 $200,294 $215,703

R21 Monthly $12,839 $14,123 $15,407 $16,691 $17,975

R21 Hourly $74.07 $81.48 $88.89 $96.30 $103.70

GM E General Manager (10.19.16) Annual $264,160 $264,160

Pay 
Grade

Exempt /  
Non-

Exempt
Job Classification Payment 

Schedule Range Minimum 25th 
Percentile

Range 
Midpoint 75th Percentile Range 

Maximum

INT NE Student Intern Hourly 13.78 15.49 17.19 18.90 20.60

Annual and Monthly amounts are based on a 40-hour work week

If you have questions on the pay structure or classifications, Please contact Human Resources at 
714.963.3058

MWDOC INTERN PAY STRUCTURE

Number of Grades = 21 + GM

Range Spread = 35% for Ranges 1 - 20

Range Spread = 40% for Range 21

Grade Differential between Ranges 2-20 = approximately 7.5% after R2

Grade Differential between Ranges 20-21 = approximately 9%
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7a 
Administration Activities Report 

May 5, 2017 to June 9, 2017 
Activity Summary 

Administration/Board • Maribeth has been scheduling meetings for Rob Hunter and other 
various meetings of the Board members. 

• Maribeth has been assisting Rob/Karl with various write ups and 
follow-up for the Committees and Board. 

• Maribeth continues to send the Water Supply Reports to the member 
agencies. 

• Maribeth responded to two Public Records Act requests and is working 
with staff and legal counsel and will respond to two other Public 
Records Act requests. 

• Maribeth has been assisting management staff with District policy and 
procedures.  

• Pat has been scheduling meetings for Rob, Karl, and Harvey, MET 
Directors’ luncheon meeting, OC MET Managers, MWDOC Managers 
and ordering lunches for several meetings. 

• Pat proofed proclamations for Public Affairs. 
• Pat registered staff and board members for conferences and events; 

scheduled travel for AWWA, CCEEB; ACC-OC Advocacy; ACWA 
State Leg. Comm.; ACWA Spring Conf., DC legislative initiatives, 
ACWA Federal Affairs Committee; SWRCB on emergency regs, 
CUWCC; and other misc. travel and/or workshops, which includes 
preparation of purchase requisitions and back-up.  

• Pat proofed, formatted and added electronic signatures to letters to 
legislators on support positions. 

• Pat prepared the managers’ packet in PDF format and uploaded it to 
the MWDOC website. 

• Pat researched and located a venue for a management retreat. 
MWDOC/OCWD Joint  
Administration 

• The security gate at the entrance is now manned by Securitas.  
Parking permits were issued to all MWDOC staff and Directors.              

Health Benefits  • No information to report.     
Records Management • 120 boxes were permanently withdrawn from Iron Mountain last month 

and have all been purged.  Another batch of 122 boxes has been 
permanently withdrawn from Iron Mountain, most of which will be 
purged as well.   

• The strike team is verifying that all of the agreements are in Laserfiche.  
Once that is complete, the vast majority of the paper copies will be 
purged from the vault and at least four more filing cabinets will be 
removed.     

• Meetings were held with all departments on May 18 and 19 to review 
records management activities, as well as policies and procedures.  
Every department is making good progress on organizing their files in 
the O drive.   

• The strike team continues to scan documents stored in the vault.   
• The consultant will meet individually with several staff members in July 

to assist with determining disposition of "paper" files within offices. Page 77 of 91



7a 
• A final report will be provided to the Board in July/August timeframe on 

completed activities, as well as planned activities for the 2017-18 fiscal 
year. 

CalPERS No information to report. 
Agency Inquiries  Staff provided the following information to agencies:  

• Moulton Niguel Water District regarding sick leave and Workers 
Compensation.  

• Santa Margarita Water District regarding COLA/Merit increases.   
Recruitment /Departures • Recruitment efforts are underway for the following positions:  

o Water Use Efficiency Intern  
o Full-time Database Coordinator position  
o Part-time Administrative Assistant position  
o Public Affairs Intern  

• Ivan Flores, Public Affairs Intern, will be leaving the District on June 9 
to pursue a part-time position with the City of Santa Ana’s Planning 
Department.   

Other  
Projects and Activities • Cathy participated in the Water Use Efficiency Intern interviews on 

June 9th.   
• Cathy is developing an RFP for space planning design work for the 

renovation of various conference rooms and work spaces.   
• An RFP was prepared and submitted for the atrium renovation.  It is 

anticipated that a contract, within the General Manager's authority, will 
be signed within the next couple of weeks and that work will 
commence in July. 

• Katie and Cathy are working on a draft RFP for a classification and 
compensation study which will be sent out in July.  The study will be 
completed in spring 2018. 

• Cathy is coordinating with Tiffany and Bryce on the installation of the 
Lobby displays.   

• Cathy is seeking quotes on the installation of glass doors for the lobby 
area.   

• Staff performance review process is underway.   
• Renovation of Keith Lyon’s office is underway.  
• An All-Staff Meeting was held on May 25th.   
• Cathy participated in the quarterly HR Managers meeting on June 1 at 

Yorba Linda Water District.    
• The District received a $1,000 incentive payment from SDRMA for 

participation in their Loss Prevention Program.  The payment was used 
to offset a recent CPR/First Aid/AED training course that the District 
sponsored in April. 

• The District's Worker's Compensation Insurance was renewed with 
SDRMA for the period July 1, 2017-July 1, 2018. Rates have remained 
the same for the last three years.   
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Item No.7b 
 
 

 
 

INFORMATION ITEM 
June 14, 2017 

 
TO: Administration & Finance Committee 
 (Directors Thomas, Barbre, Finnegan) 
 
FROM: Robert J. Hunter, General Manager  Staff Contact:  Jeff Stalvey 
 
SUBJECT: Finance and IT Pending Items Report 
 
SUMMARY 
 
The following list details the status of special projects that are in-progress or to be completed 
during FY 2016-17. 
 
 

Description % of  
Completion 

Estimated 
Completion 

date 
Status 

Finance    

Further Implementation of WUE 
Landscape Programs Databases and Web 
Site. 

On-going On-going In Progress 

Preparation of documents for FY17-18 
budget process. 100% 5-31-17 Completed 

2017 W-9 collection for water rebates. 
Currently holding 2 May rebate checks, 
awaiting a completed W-9. 

On-going On-going In Progress 

RFP for Financial Consultant to assist with 
GASB 68 continued implementation, 
finances and annual financials. 

100% 05-17-17 Completed 

RFP for new Auditors. Existing auditors 
have served us for 5 years. 100% 05-17-17 Completed 

 
 
 
Information Technology    

Network security issues (hackers, viruses 
and spam emails) On-going On-going Continuous system 

monitoring 

Description % of  
Completion 

Estimated 
Completion 

date 
Status 

FY 2016-17 Completed Special Tasks 
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Finance 

Government Compensation in California 
Report 2016 100% 3/30/17 Completed 

FY2015-16 Annual Audit by Vavrinek, 
Trine, Day & Company 100% 10-19-16 Completed 

Annual Financial Statement Report 
FY2015-16 100% 10-19-16 Completed 

State Controller Report preparation FY15-
16 100% 1/15/2017 Completed 

Prepare and file 2016 1099’s. Mailed 
3,834 1099-MISC forms. 104 W-9’s were 
not submitted. Filed 3,723 1099’s with IRS 
electronically on March 29th. 

100% 03-31-17 Completed 

Information Technology    

Upgrade Server software for Data Server.  
100% 3/31/17 Completed 

Upgrade and deploy new Backup software 
with Cloud backup. 100% 3/31/17 Completed 

Upgrade District Firewall. 
100% 6/30/17 Completed 

Upgrade HR ABRA Server (software) 
100% 3/31/17 Completed 

Upgrade and Migrate Record Management 
Server to Storage Area Network (SAN) 
Box, purchase new scanners. 

100% 3/31/17 Completed 

Upgrade computers and monitors for Staff. 
100% 3/31/17 Completed 

Purchase and install enclosed Server 
Racks. 100% 3/31/17 Completed 
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Budgeted (Y/N):  N Budgeted amount:  N/A Core  X Choice __ 

Action item amount:  N/A Line item:   

Fiscal Impact (explain if unbudgeted):   

 

Item No. 8 
 

 
INFORMATION ITEM 

June 14, 2017 
 
 
TO: Administration & Finance Committee 
 (Directors Thomas, Osborne, Finnegan) 
 
FROM: Robert Hunter, General Manager  Staff Contact:  Kevin Hostert 
 
 
SUBJECT: Monthly Water Usage Data, Tier 2 Projection, and Water Supply Info. 
 
 
STAFF RECOMMENDATION 
 
Staff recommends the Administration & Finance Committee receive and file this information. 
 
 
COMMITTEE RECOMMENDATION 
 
Committee recommends (To be determined at Committee Meeting) 
 
 
REPORT 
  
The attached figures show the recent trend of water consumption in Orange County (OC), 
an estimate of Tier 2 volume for MWDOC, and selected water supply information.   
 

Fig. 1 OC Water Usage, Monthly by Supply   OCWD Groundwater water was the 
main supply in April.   

Fig. 2 OC Water Usage, Monthly, Comparison to Previous Years    Water usage in 
April 2017 was below average compared to the last 5 years but was higher 
than in April of 2016.  Lower usage can be associated with the large amounts 
of rainfall that occurred in the previous month and the outfall of the SWRCB’s 
mandatory restrictions that were set in June of 2015.  In June 2016, all water 
conservation became voluntary for MWDOC agencies.   

Fig. 3 Historical OC Water Consumption OC water consumption is projected to be 
514,000 AF in FY 2016-17 (this includes ~15 TAF of agricultural usage and 
non-retail water agency usage). This is about 21,000 AF more than FY 2015-
16 and is about 49,000 AF less than FY 2014-15. Water usage per person is 
projected to be slightly higher than in FY 2016-17 for Orange County at 144 
gallons per day (This includes recycled water).  Although OC population has 
increased 20% over the past two decades, water usage has not increased, on 
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average.   A long-term decrease in per-capita water usage is attributed mostly 
to Water Use Efficiency (water conservation) efforts.  

MWDOC “Firm” Water Purchases, 2016 “Firm” water above the Tier 1 limit will 
be charged at the higher Tier 2 rate.  Tier 2 purchases are zero in 2017. 

 
Water Supply Information Includes data on:  Rainfall in OC; the OCWD Basin overdraft; 
Northern California and Colorado River Basin hydrologic data; the State Water Project 
(SWP) Allocation, and regional storage volumes.  The data has implications for the 
magnitude of supplies from the three watersheds that are the principal sources of water for 
OC.  Note that a hydrologic year is Oct. 1st through Sept. 30th. 
 

 Orange County’s accumulated rainfall through May was well above average for this 
period.  Orange County has had below average rainfall for the past 5 hydrologic 
years.   

  
 Northern California accumulated precipitation through May was around 196% of 

normal for this period. May 2017 rainfall was below average for that month but the 
region is seeing the wettest water year on record. The Northern California snowpack 
is 195% of normal as of May 26th. The State of California was in a declared Drought 
Emergency that started January 2014 and just recently ended in April of 2017.  As of 
late April drought conditions have improved significantly and only 8% of California is 
still suffering from moderate or severe drought. The State Water Project Contractors 
Table A Allocation has increased to 85% as of the end of April.   
 

 Colorado River Basin accumulated precipitation through May was 119% average for 
this period.  The Upper Colorado Basin snowpack was 152% of normal as of May 
22nd.  This follows five below-average hydrologic years; the Colorado River Basin is 
in the recovery of a long-term drought.  Lake Mead and Lake Powell combined have 
about 65% of their average storage volume for this time of year. If Lake Mead’s level 
falls below a “trigger” limit 1,075 ft. at the end of a calendar year, then a shortage will 
be declared by the US Bureau of Reclamation (USBR), impacting Colorado River 
water deliveries for the Lower Basin states. As of late May Lake Mead levels were 
10’ above the “trigger” limit.  The USBR predicts that the end of 2017 or the end of 
2018 will not hit the “trigger” level.   
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