—
—

IMSRB

Municipal Securities Rulemaking Board

Submission ID:ER926640
02/28/2019 14:38:14

CONTINUING DISCLOSURE (SUBMISSION STATUS: PUBLISHED)
FINANCIAL/OPERATING FILING (CUSIP-9 BASED)

Rule 15¢2-12 Disclosure

Annual Financial Information and Operating Data: 2018 Annual Report, for the year ended 06/30/2018

Documents

=-Financial Operating Filing

-~CFD 2004-1.pdf posted 02/28/2019

The following issuers are associated with this continuing disclosure submission:

CUSIP-6 State Issuer Name

ORANGE CNTY CALIF CMNTY FACS DIST SPL

68423P CA TAX

The following 8 securities have been published with this continuing disclosure submission:

CUSIP-9 Maturity Date
68423PUX6 | 08/15/2027
68423PUY4 | 08/15/2028
68423PUZ1 08/15/2029
68423PVA5 | 08/15/2030
68423PVB3 | 08/15/2031
68423PVC1 | 08/15/2032
68423PVD9 | 08/15/2033
68423PVE7 | 08/15/2034

Issuer’s Contact Information

Obligor’s Contact Information



Company:

Name: Susana Ortiz

Address: 333 W. Santa Ana Blvd., 3rd Floor
City, State Zip: Santa Ana, CA 92701
Phone Number: (714) 834-3662

Email: Susana.Ortiz@ocgov.com

© 2019 Municipal Securities Rulemaking Board (MSRB)



COMMUNITY FACILITIES DISTRICT NO. 2004-1
OF THE COUNTY OF ORANGE
SPECIAL TAX REFUNDING BONDS
2014 SERIES A & B (LADERA RANCH)
ANNUAL REPORT
FOR
FISCAL YEAR ENDED JUNE 30, 2018

Dated February 28, 2019

2014 Series A CUSIP Numbers
68423PUX6 68423PUY4
68423PUZ1 68423PVAS5
68423PVB3 68423PVC1
68423PVD9 68423PVE7

Prepared at the direction of and on behalf of:

County of Orange
333 West Santa Ana Boulevard, 3 Floor
Santa Ana, CA 92701-4062

Prepared by:

David Taussig & Associates, Inc.
5000 Birch Street, Suite 6000
Newport Beach, CA 92660




Community Facilities District No. 2004-1
of the County of Orange
Special Tax Refunding Bonds
2014 Series A & B (Ladera Ranch)
Annual Report
For Fiscal Year Ended June 30, 2018
Table of Contents

INTRODUGCTION. ...ttt e et e et e e et e e et e e st e e e snbeeessbeeessbeeesseeeeseeeanseeeanes
SECTION 4 — CONTENT OF ANNUAL REPORT

a. Audited Financial Statements For Fiscal Year Ended June 30, 2018............cccceevevvrinnnnn

b. Financial and Operating Data

I.  Principal Amount Of Bonds Outstanding As Of August 16, 2018............c.ccccevvrvriennn.

ii. Balance In Each Fund Under The Resolution And the Reserve
Requirement As Of August 16, 2018.........cccoveiiiieiieie e

iii.  Any Changes To The Rates And Method Of Apportionment Of The Special Taxes......
iv. An Update of Table 8 of the Official Statement.............c.cccoeveiieiiieiec e,
v.  The Percentage of the Maximum Special Taxes Levied by the District..........................
vi.  The Status of Any Foreclosure Actions Being Pursued by the District..............c............
vii. A Table Showing the Total Special Taxes Levied and the Total Special

Taxes Collected for the Prior Fiscal Year and the Total Special Taxes

that, as of December 31, Remain Unpaid for Each Prior Fiscal Year in

Which Special Taxes Were Levied and the Number of Delinquent

ParCeIS 1N T8 DUSIIICT ...t ettt e e e e e e e e e e eaaeaans

viii. A Statement as to Whether the Teeter Plan Remains in Effect with
Regard t0 the DISIIICT.........ciieeiieeee e

ix. Any Information Not Already Included Above that the Issuer is Required
to File in its Annual Report to the California Debt and Investment
AQVISOrY COMIMISSION ...ttt bbbttt bbbttt es

CERTAIN DISCLAIMERS ...t



EXHIBITS

Exhibit A — An Update of Table 8 From The Official Statement, Fiscal Year 2018-2019
Assigned and Actual Special Taxes, and Special Tax Delinquency History

Exhibit B — California Debt and Investment Advisory Commission Yearly Fiscal Report

Exhibit C — Comprehensive Annual Financial Report



INTRODUCTION

The Community Facilities District No. 2004-1 of the County of Orange (Ladera Ranch)
(the “Issuer” or “District”) hereby provides its annual report (the “Annual Report”) for the fiscal
year ended June 30, 2018 in connection with the following Bonds:

Bond Issue:

1.  Community Facilities District No. 2004-1 of the County of Orange Special Tax
Refunding Bonds, 2014 Series A & B (Ladera Ranch)

Annual Report:

The Issuer’s Annual Report required by the Continuing Disclosure Certificate (the
“Disclosure Certificate”) dated February 1, 2014 with respect to the Series A Bonds for the
Fiscal Year ended June 30, 2018 is attached hereto. Although not required by the Disclosure
Certificate, certain information with respect to the Series B Bonds is also included for
completeness.

Other Matters:

This Annual Report is provided solely for purposes of the Disclosure Certificate. The
filing of this Annual Report does not constitute or imply any representation (i) that all of the
information provided is material to investors, (ii) regarding any other financial, operating or
other information about the County, the Issuer or the Bonds, or (iii) that no changes,
circumstances or events have occurred since the end of the Fiscal Year to which this Annual
Report relates (other than as contained in this Annual Report), or that no other information
exists, which may have a bearing on the Issuer’s financial condition, the security for the Bonds,
or an investor’s decision to buy, sell, or hold the Bonds. The information contained in this report
has been obtained from sources which are believed to be reliable, but such information is not
guaranteed as to accuracy or completeness. No statement in this Annual Report should be
construed as a prediction or representation about future financial performance of the Issuer.

While the financial statements of the County (which includes the District) for Fiscal
Year ended June 30, 2018 have been incorporated herein by reference in order to comply
with SEC Rule 15c¢2-12, the Bonds are a limited obligation of the District and neither the
faith and credit nor the taxing power of the County is pledged to the payment of the Bonds.
No _income, receipts, funds (including the County general fund) or moneys of the County
are pledged to the repayment of the Bonds.




SECTION 4 — CONTENT OF ANNUAL REPORT

Audited Financial Statements for Fiscal Year Ended June 30, 2018.

The County of Orange’s Audited Financial Statements for Fiscal Year 2017-2018 were
filed with the Municipal Securities Rulemaking Board Electronic Municipal Market Access
on February 5, 2019 (Submission ID: EP808497) and are included herein as Exhibit C.

While the financial statements of the County (which includes the District) for Fiscal
Year ended June 30, 2018 have been incorporated herein by reference in order to
comply with SEC Rule 15¢2-12, the Bonds are a limited obligation of the District and
neither the faith and credit nor the taxing power of the County is pledged to the
payment of the Bonds. No income, receipts, funds (including the County general fund)
or moneys of the County are pledged to the repayment of the Bonds.

Financial and Operating Data

i The principal amount of the Bonds outstanding as of August 16, 2018.

The principal amount of Bonds outstanding as of August 16, 2018 was $36,540,000
for Series A Bonds and $23,645,000 for Series B Bonds.

ii. The balance in each fund under the Resolution and the Reserve Requirement as of
August 16, 2018.

As of August 16, 2018
CFD No. 2004-1
Special Tax Fund: $566,119.69
Reserve Fund: $6,417,749.81
Acquisition and Construction Fund: -0-
Special Reserve Fund: -0-
Rebate Fund: -0-

The Reserve Requirement as of August 16, 2018 is $6,357,750.

iii. Any changes to the Rates and Method of Apportionment of the Special Taxes
approved or submitted to the qualified electors for approval prior to the filing of the
Annual Report.

There have been no changes made to the Rates and Method of Apportionment
approved or submitted to the qualified electors for approval.



Vi.

Vii.

viii.

An update of the estimated assessed value-to-lien ratio for the District substantially in
the form of Table 8 of the Official Statement based upon the most recent Special Tax
levy preceding the date of the Annual Report and on the assessed values of property
for the current fiscal year.

An update of Table 8 is included in Exhibit A.

The percentage of the maximum Special Taxes levied by the District with respect to
the Bonds.

See table entitled “Fiscal Year 2018-2019 Assigned and Actual Special Taxes” in
Exhibit A.

The status of any foreclosure actions being pursued by the District with respect to
delinquent Special Taxes.

CFD No. 2004-1 is not required to initiate any foreclosure proceedings at this time.

A table showing the total Special Taxes levied and the total Special Taxes collected
for the prior fiscal year and the total Special Taxes that, as of December 31, remain
unpaid for each prior fiscal year in which Special Taxes were levied and the number
of delinquent parcels in the District.

See table entitled “Special Tax Delinquency History” in Exhibit A.

A statement as to whether the Teeter Plan remains in effect with regard to the District.

The Teeter Plan remains in effect with regard to the District.

Any information not already included above that the Issuer is required to file in its
annual report to the California Debt and Investment Advisory Commission pursuant
to the provisions of the Mello-Roos Community Facilities Act of 1982, as amended.

See Exhibit B attached for copies of the Mello-Roos Community Facilities District
(CFD) Yearly Fiscal Status Report for CFD No. 2004-1.



CERTAIN DISCLAIMERS

The information contained in this Annual Report expresses only the views of the
applicable party. An explanation of the significance of any such information may be obtained
from the applicable party; provided, however, that no information provided by any party is
incorporated in this Annual Report. The County and the District undertake no responsibility to
oppose any revision or withdrawal of such information contained in this Annual Report.

To the extent the County or the District provides information in this Annual Report, the
County and the District are not obligated to present or update information in future Annual
Reports. Investors are advised to refer to the Official Statement for the Bonds for information
concerning the initial delivery of and security for the Bonds.

By providing the information in this Annual Report, the County and the District do not
imply or represent (a) that all information provided in this Annual Report is material to
investors’ decisions regarding investment in the Bonds, (b) the completeness or accuracy of any
financial, operational or other information not included herein or in the Official Statement, (c)
that no changes, circumstances or events have occurred since the date of this Annual Report
(other than as contained herein), or (d) that no other information exists which may have a bearing
on the County’s financial condition, the security for the Bonds or an investor’s decision to buy,
sell or hold the Bonds.

The information set forth in this Annual Report or incorporated in this Annual Report has
been furnished by the County and the District and is believed to be accurate and reliable but is
not guaranteed as to accuracy or completeness. Statements contained in or incorporated by this
Annual Report which involves estimates, forecasts or other matters of opinion, whether or not
expressly so described herein, are intended solely as such and are not to be construed as
representations of fact. Further, expressions of opinion contained in this Annual Report or
incorporated in this Annual Report are subject to change without notice and the delivery of this
Annual Report will not, under any circumstances, create any implication that there has been no
change in the affairs of the County and the District.

No statement contained in this Annual Report should be construed as a prediction or
representation about future financial performance of the County and the District. Historical
results presented herein may not be indicative of future operating results.

The information set forth herein, including information provided by others or
incorporated by reference, is believed by the County and the District to be reliable but has not
been independently verified by the County and the District and is not guaranteed as to accuracy
by the County and the District.



EXHIBIT A
TABLE 8, ESTIMATED ASSESSED VALUE-TO-LIEN RATIO BY LAND USE TYPE
FISCAL YEAR 2018-2019 ASSIGNED AND ACTUAL SPECIAL TAXES

SPECIAL TAX DELINQUENCY HISTORY



TABLE 8 FROM THE OFFICIAL STATEMENT

COMMUNITY FACILITIES DISTRICT NO. 2004-1 (LADERA RANCH)

ESTIMATED ASSESSED VALUE-TO-LIEN RATIOS BY LAND USE TYPE

Capistrano
Unified Metropolitan Santa Margarita Santa Margarita
CFD No. 2004-1 CFD No. 2004-1 School District Water Water District Water District Total Estimated
Actual Series A and B CFD No. 98-2 District ID No. 4B ID No. 4 Direct and Assessed
Number FY 2018-2019 Bonds Bonds Bonds Bonds Bonds Overlapping Assessed Value-to-Lien
Property Classification / Owner [1] of Parcels Levy Oustanding [2] Oustanding [2] Oustanding [2] Oustanding [2] Oustanding [2] Debt Value [1] Ratios
Developed Property [3]
Residential Property
Single-Family Property 774 $3,310,267 $43,768,542 $18,251,775 $16,897 $858,577 $10,795,232 $73,691,023 $1,043,215,730 14.16
Custom Lot Property [5]
Individual Owners
With Building Permit as of January 1, 2018 174 $1,171,366 $15,487,863 $5,809,776 $6,364 $314,311 $3,951,962 $25,570,275 $392,295,916 15.34
No Building Permit as of January 1, 2018 34 $218,468 $2,888,595 $0 $331 $43,295 $544,358 $3,476,579 $20,402,964 5.87
Subtotal Custom Lot Property 208 $1,389,834 $18,376,458 $5,809,776 $6,695 $357,606 $4,496,320 $29,046,854 $412,698,880 14.21
Subtotal Developed Property 982 $4,700,101 $62,145,000 $24,061,551 $23,592 $1,216,183 $15,291,552 $102,737,877 $1,455,914,610 14.17
Undeveloped Property [4]
Proposed Custom Lot Property 21 $0 $0 $0 $67 $8,711 $109,523 $118,300 $4,104,992 34.70
Total 1,003 $4,700,101 $62,145,000 $24,061,551 $23,659 $1,224,894 $15,401,075 $102,856,177 $1,460,019,602 14.19

[1] Ownership and assessed values as of January 1, 2018 provided by the Orange County Assessor. Assessed value calculated as land value plus improvement value.
[2] As of September 2, 2018. Allocated based on fiscal year 2018-2019 levy.
[3] Perthe Rate and Method of Apportionment, Developed Property is Custom Lot Property or property for which a building permit was issued as of January 1, 2018.

[4] Per the Rate and Method of Apportionment, Undeveloped Property is property that is not Custom Lot Property or for which a building permit was not issued as of January 1, 2018.

[5] Per the Rate and Method of Apportionment, Custom Lot Property is property (i) for which a Final Map was recorded prior to January 1, 2018; (ii) for which (a) escrow has closed prior to January 1, 2018 to an owner other than
DMB Ladera, LLC, or (b) a building permit was issued prior to January 1, 2018; and (iii) that is a Proposed Custom Lot.

Source: David Taussig and Associates, Inc., Metropolitan Water District, Santa Margarita Water District, County of Orange Assessor



COMMUNITY FACILITIES DISTRICT NO. 2004-1 (LADERA RANCH)
FISCAL YEAR 2018-2019 ASSIGNED AND ACTUAL SPECIAL TAXES

FY 2018-2019 FY 2018-2019 Percent of
Tax Assigned/Maximum Actual Assighed/Maximum

Class Land Use Special Tax [1] Special Tax Special Tax
1 Residential Property (SFD > 4,850 SF) $7,926.10 per Unit $5,216.87 per Unit 65.82%
2 Residential Property (SFD 4,550 - 4,850 SF) $7,424.70 per Unit $4,886.86 per Unit 65.82%
3 Residential Property (SFD 4,250 - 4,549 SF) $6,896.91 per Unit $4,539.47 per Unit 65.82%
4 Residential Property (SFD 3,950 - 4,249 SF) $6,650.17 per Unit $4,377.07 per Unit 65.82%
5 Residential Property (SFD 3,650 - 3,949 SF) $6,403.43 per Unit $4,214.66 per Unit 65.82%
6 Residential Property (SFD 3,350 - 3,649 SF) $6,266.20 per Unit $4,124.34 per Unit 65.82%
7 Residential Property (SFD < 3,350 SF) $5,700.14 per Unit $3,751.77 per Unit 65.82%
8 Residential Property (SFA > 2,000 SF) $4,564.07 per Unit $3,004.02 per Unit 65.82%
9 Residential Property (SFA < 2,000 SF) $3,804.05 per Unit $0.00  per Unit [2] 0.00%
10 Apartment Property $1,075.37 per Unit $0.00  per Unit [2] 0.00%
11 Custom Lot Property (Lot Size > 14,000 SF) $11,984.82 per Lot $7,888.28 per Lot 65.82%
12 Custom Lot Property (Lot Size < 14,000 SF) $8,550.22 per Lot $5,627.66 per Lot 65.82%
13 Non-Residential Property $18,001.64 per Acre $0.00  per Acre [2] 0.00%
NA Undeveloped Property $48,299.52 per Acre $0.00  per Acre [2] 0.00%

[1] Assigned Special Tax rates for Developed Property (Tax Classes 1-13) and Maximum Special Tax rate for Undeveloped Property. The Maximum
Special Tax for a parcel of Developed Property is equal to the greater of (i) the Backup Special Tax or (ii) the Assigned Special Tax determined by
reference to Table 1 of Section C. The Fiscal Year 2018-2019 Backup Special Tax is $36,780.47 per acre for Developed Property. The Backup,
Assigned, and Maximum Special Tax rates escalate at two percent per year.

[2] For fiscal year 2018-2019, there were no units/acres in these tax classes.

Source: David Taussig and Associates, Inc.



COMMUNITY FACILITIES DISTRICT NO. 2004-1 (LADERA RANCH)
SPECIAL TAX DELINQUENCIES [1]

Number of

Delinquent Delinquency Delinquent Delinquent Delinquency

Total Tax Parcels Special Tax Rate Parcels Special Tax Rate

Fiscal Year Levy Levied as of FY End [2] as of FY End [2] as of 1/21/2019 [3] as of 1/21/2019 [3] as of 1/21/2019 [3]
2007-2008 $3,864,148 831 $692,635 17.92% 0 $0 0.00%
2008-2009 $3,909,286 873 $562,284 14.38% 0 $0 0.00%
2009-2010 $4,228,467 886 $311,452 7.37% 0 $0 0.00%
2010-2011 $4,320,995 892 $128,443 2.97% 0 $0 0.00%
2011-2012 $4,257,369 892 $145,468 3.42% 0 $0 0.00%
2012-2013 $4,697,119 892 $95,026 2.02% 1 $2,603 0.06%
2013-2014 $4,788,392 906 $78,529 1.64% 1 $5,184 0.11%
2014-2015 $4,698,226 953 $75,442 1.61% 1 $4,724 0.10%
2015-2016 $4,526,096 955 $109,446 2.42% 0 $0 0.00%
2016-2017 $4,652,347 963 $78,390 1.68% 1 $5,301 0.11%
2017-2018 $4,653,172 969 $64,932 1.40% 5 $24,297 0.52%

[1] District is a participant in the County's Teeter Plan.
[2] As of approximately June 30 of the fiscal year in which special taxes were levied.

[3] The remaining unpaid delinquencies for each prior fiscal year are being reported as of January 21, 2019 instead of December 31, which is stated in the Continuing Disclosure Certificate. Based
on information provided by the County of Orange Treasurer-Tax Collector.

Source: County of Orange Treasurer-Tax Collector, County of Orange Auditor-Controller



EXHIBIT B

CALIFORNIA DEBT AND INVESTMENT ADVISORY COMMISSION
YEARLY FISCAL REPORT



STATE OF CALIFORNIA

Submitted: MELLO-ROOS COMMUNITY FACILITIES DISTRICT (CFD) For Office Use Only
Sunday, October 28, 2018 YEARLY FISCAL STATUS REPORT
11:26:15AM i
California Debt and Investment Advisory Commission Fiscal Year

CDIAC #: 2014-0075 915 Capitol Mall, Room 400, Sacramento, CA 95814
P.O. Box 942809, Sacramento, CA 94209-0001
(916) 653-3269 Fax (916) 654-7440

|. GENERAL INFORMATION

A. Issuer Orange County CFD No 2004-1
B. Project Name Ladera Ranch Series A
C. Name/ Title/ Series of Bond Issue 2014 Special Tax Ref Bonds
D. Date of Bond Issue 1/28/2014
E. Original Principal Amount of Bonds $36,540,000.00
F. Reserve Fund Minimum Balance Required Yes Amount  $3,496,762.50 No []
Il. FUND BALANCE FISCAL STATUS
Balances Reported as of: 6/30/2018
A. Principal Amount of Bonds Outstanding $36,540,000.00
B. Bond Reserve Fund $3,529,762.40
C. Capitalized Interest Fund $0.00
D. Construction Fund(s) $0.00
Ill. ASSESSED VALUE OF ALL PARCELS IN CFD SUBJECT TO SPECIAL TAX
A. Assessed or Appraised Value Reported as of: 1/1/2018
From Equalized Tax Roll
I:l From Appriasal of Property
(Use only in first year or before annual tax roll billing commences)
B. Total Assessed Value of All Parcels $1,460,019,602.00
IV. TAX COLLECTION INFORMATION
A. Total Amount of Special Taxes Due Annually $4,653,171.69
B. Total Amount of Unpaid Special Taxes Annually $64,931.72
C. Does this agency participiate in the County's Teeter Plan? Y
V. DELINQUENT REPORTING INFORMATION
Delinquent Parcel Information Reported as of Equalized Tax Roll of: 6/30/2018
A. Total Number of Delinquent Parcels: 17
B. Total Amount of Taxes Due on Delinquent Parcels: $64,931.72
(Do not include penalties, penalty interest, etc.)
VI. FORECLOSURE INFORMATION FOR FISCAL YEAR
(Aggregate totals, if foreclosure commenced on same date) (Attach additional sheets if necessary.)
Date Foreclosure Commenced Total Number of Foreclosure Total Amount of Tax Due on
Parcels Foreclosure Parcels
$0.00
$0.00
$0.00
$0.00

$0.00




STATE OF CALIFORNIA

Submitted: MELLO-ROOS COMMUNITY FACILITIES DISTRICT (CFD) For Office Use Only
Sunday, October 28, 2018 YEARLY FISCAL STATUS REPORT
11:26:15AM i
California Debt and Investment Advisory Commission Fiscal Year

CDIAC #: 2014-0075 915 Capitol Mall, Room 400, Sacramento, CA 95814
P.O. Box 942809, Sacramento, CA 94209-0001
(916) 653-3269 Fax (916) 654-7440

VII. ISSUE RETIRED
This issue is retired and no longer subject to the Yearly Fiscal Status report filing requirements.
(Indicate reason for retirement)

Matured |:| Redeemed Entirely |:| Other |:|

If Matured, indicate final maturity date:
If Redeemed Entirely, state refunding bond title & CDIAC #:

and redemption date:

If Other:

and date:
VIIl. NAME OF PARTY COMPLETING THIS FORM
Name Gina Kim
Title Public Finance Accounting Mgr
Firm/ Agency Orange County CFD No 2004-1
Address 333 West Santa Ana Boulevard 3rd FL
City/ State/ Zip  Santa Ana, CA 92701-4062
Phone Number (714) 834-3749 Date of Report  10/28/2018

E-Mail gina.kim@ocgov.com

IX. ADDITIONAL COMMENTS:

Completion and submittal of this form to the California Debt and Investment Advisory Commission will assure your compliance with
California State law. Section 53359.5 of the California Government Code requires that all agencies issuing Mello-Roos Community Facilities
bonds after January 1, 1993 to report specific information to the Commission by October 30th of each year.




STATE OF CALIFORNIA

Submitted: MELLO-ROOS COMMUNITY FACILITIES DISTRICT (CFD) For Office Use Only
Sunday, October 28, 2018 YEARLY FISCAL STATUS REPORT
11:32:53AM i
California Debt and Investment Advisory Commission Fiscal Year

CDIAC #: 2014-0125 915 Capitol Mall, Room 400, Sacramento, CA 95814
P.O. Box 942809, Sacramento, CA 94209-0001
(916) 653-3269 Fax (916) 654-7440

|. GENERAL INFORMATION

A. Issuer Orange County CFD No 2004-1
B. Project Name Ladera Ranch Series B
C. Name/ Title/ Series of Bond Issue 2014 Special Tax Refunding Bonds
D. Date of Bond Issue 1/28/2014
E. Original Principal Amount of Bonds $31,380,000.00
F. Reserve Fund Minimum Balance Required Yes Amount  $2,860,987.50 No []
Il. FUND BALANCE FISCAL STATUS
Balances Reported as of: 6/30/2018
A. Principal Amount of Bonds Outstanding $25,605,000.00
B. Bond Reserve Fund $2,887,987.41
C. Capitalized Interest Fund $0.00
D. Construction Fund(s) $0.00
Ill. ASSESSED VALUE OF ALL PARCELS IN CFD SUBJECT TO SPECIAL TAX
A. Assessed or Appraised Value Reported as of: 1/1/2018
From Equalized Tax Roll
I:l From Appriasal of Property
(Use only in first year or before annual tax roll billing commences)
B. Total Assessed Value of All Parcels $1,460,019,602.00
IV. TAX COLLECTION INFORMATION
A. Total Amount of Special Taxes Due Annually $4,653,171.69
B. Total Amount of Unpaid Special Taxes Annually $64,931.72
C. Does this agency participiate in the County's Teeter Plan? Y
V. DELINQUENT REPORTING INFORMATION
Delinquent Parcel Information Reported as of Equalized Tax Roll of: 6/30/2018
A. Total Number of Delinquent Parcels: 17
B. Total Amount of Taxes Due on Delinquent Parcels: $64,931.72
(Do not include penalties, penalty interest, etc.)
VI. FORECLOSURE INFORMATION FOR FISCAL YEAR
(Aggregate totals, if foreclosure commenced on same date) (Attach additional sheets if necessary.)
Date Foreclosure Commenced Total Number of Foreclosure Total Amount of Tax Due on
Parcels Foreclosure Parcels
$0.00
$0.00
$0.00
$0.00

$0.00




STATE OF CALIFORNIA

Submitted: MELLO-ROOS COMMUNITY FACILITIES DISTRICT (CFD) For Office Use Only
Sunday, October 28, 2018 YEARLY FISCAL STATUS REPORT
11:32:53AM i
California Debt and Investment Advisory Commission Fiscal Year

CDIAC #: 2014-0125 915 Capitol Mall, Room 400, Sacramento, CA 95814
P.O. Box 942809, Sacramento, CA 94209-0001
(916) 653-3269 Fax (916) 654-7440

VII. ISSUE RETIRED
This issue is retired and no longer subject to the Yearly Fiscal Status report filing requirements.
(Indicate reason for retirement)

Matured |:| Redeemed Entirely |:| Other |:|

If Matured, indicate final maturity date:
If Redeemed Entirely, state refunding bond title & CDIAC #:

and redemption date:

If Other:

and date:
VIIl. NAME OF PARTY COMPLETING THIS FORM
Name Gina Kim
Title Public Finance Accounting Mgr
Firm/ Agency Orange County CFD No 2004-1
Address 333 West Santa Ana Boulevard 3rd FL
City/ State/ Zip  Santa Ana, CA 92701-4062
Phone Number (714) 834-3749 Date of Report  10/28/2018

E-Mail gina.kim@ocgov.com

IX. ADDITIONAL COMMENTS:

Completion and submittal of this form to the California Debt and Investment Advisory Commission will assure your compliance with
California State law. Section 53359.5 of the California Government Code requires that all agencies issuing Mello-Roos Community Facilities
bonds after January 1, 1993 to report specific information to the Commission by October 30th of each year.
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December 17, 2018
The Citizens of Orange County:

The Comprehensive Annual Financial Report (CAFR) of the County of Orange, State of California (County), for the
year ended June 30, 2018, is hereby submitted in accordance with the provisions of Sections 25250 and 25253 of
the Government Code of the State of California. The report contains financial statements that have been prepared in
conformity with United States generally accepted accounting principles (GAAP) prescribed for governmental entities.
Responsibility for both the accuracy of the data and the completeness and fairness of the presentation, including all
disclosures, rests with the County. A comprehensive framework of internal controls has been designed and
established to provide reasonable assurance that the enclosed data is accurate in all material respects and is
reported in @ manner designed to present fairly the financial position and changes in financial position of County
funds. Because the cost of internal controls should not outweigh their benefits, the County’s comprehensive
framework of internal controls has been designed to provide reasonable, rather than absolute, assurance that the
financial statements will be free from material misstatements.

The CAFR has been audited by the independent certified public accounting firm of Vavrinek, Trine, Day & Co., LLP
(VTD). The goal of the independent audit was to provide reasonable assurance about whether the basic financial
statements of the County for the year ended June 30, 2018, are free of material misstatement. The independent
certified public accounting firm has issued an unmodified (clean) opinion on the County’s basic financial statements
as of and for the year ended June 30, 2018. The independent auditor’s report is located at the front of the financial
section of this report.

This letter of transmittal is designed to complement and should be read in conjunction with Management's
Discussion and Analysis (MD&A) that immediately follows the independent auditor's report. MD&A provides a
narrative introduction, overview, and analysis of the basic financial statements.

PROFILE OF THE GOVERNMENT

The County, incorporated in 1889 and located in the southern part of the State of California, is one of the major
metropolitan areas in the state and nation. The County occupies a land area of 798 square miles with a coastline of
42 miles serving a population of over 3 million. It represents the third most populous county in the state and ranks
sixth in the nation.

The County is a charter county as a result of the March 5, 2002, voter approval of Measure V, which provides for an
electoral process to fill mid-term vacancies on the Board of Supervisors. Before Measure V, as a general law
county, mid-term vacancies would otherwise be filled by gubernatorial appointment. In November 2008, voters
approved Measure J, which added Article lll, Section 301 to the Charter of Orange County requiring voter approval
for increases in future retirement system benefits of any employee, legislative officer, or elected official of the County
in the Orange County Employees Retirement System (OCERS) or any successor retirement system, with the
exception of statutorily-established cost of living adjustments, salary increases, and annual leave or compensatory
time cash-outs. In June 2012, voters approved Measure B, which requires that any Orange County Supervisors
elected or appointed on or after June 5, 2012 can enroll only in the minimum pension option, i.e., the least lucrative
pension plan, offered to Orange County employees. At present, the minimum pension plan is a 1.62% at 65 pension
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plan. This measure amends the County Charter and applies to any current or previous Supervisor. In June 2016,
voters approved Measure B, which requires the County Auditor-Controller to review any Countywide measure
placed on the ballot and prepare a fiscal impact statement.

The County is like a general law county and governed by a five-member Board of Supervisors (the Board), who
each serve four-year terms, and annually elect a Chairman and Vice-Chairman. The Supervisors represent districts
that are each approximately equal in population. The district boundaries were revised effective September 6, 2011,
incorporating the results of the 2010 census. A County Executive Officer (CEO) oversees 16 County departments,
and elected officials serving as department heads oversee six County departments. The Supervisorial Districts map
below shows the boundaries of Orange County and the areas governed by each member of the Board.
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The County provides a full range of services Countywide, for the unincorporated areas, and contracted services for
cities. These services are outlined in the following table:

Countywide Services Unincorporated Area Services

Affordable Housing

(Housing Authority) Libraries

Veterans Services Animal Care & Control

Flood Control Parks

Agricultural Commissioner

Airport

Child Protection & Social
Services

Child Support Services

Clerk-Recorder

Coroner & Forensic
Services

District Attorney

Elections & Voter
Registration

Environmental / Regulatory

Indigent Medical Services

Jails & Juvenile Facilities
Juvenile Justice Commission
Landfills & Solid Waste Disposal
Law Enforcement

Probationary Supervision

Public Assistance

Public Defender/ Alternate
Defense

Land Use Waste Disposal Collection

Law Enforcement

Contracted Services for Cities

Animal Care & Control Libraries
Law Enforcement PUb!'C Wprks &
Engineering

Utility Billing and Check

Health Public & Mental Health

Flood Control &
Transportation

OC Parks

Remittance Processing

Senior Services Sources: County departments

Collection & Appeals

Disaster Preparedness Weights & Measures

Property Tax Assessment,

Grand Jury Apportionment & Collection

In addition to these services, the County is also financially accountable for the reporting of component units.
Blended units, although legally separate entities, are, in substance, part of the County's operations and, therefore,
data from these units are combined with data of the County. The County has two discretely presented component
units, the Children and Families Commission of Orange County (CFCOC) and CalOptima, which require discrete
presentation in the government-wide financial statements. The following entities are presented as blended
component units in the basic financial statements for the year ended June 30, 2018: the Orange County Flood
Control District, Orange County Housing Authority, Orange County Public Financing Authority, Capital Facilities
Development Corporation, South Orange County Public Financing Authority, Orange County Public Facilities
Corporation, Campaign Finance and Ethics Commission (CFEC), County Service Areas, Special Assessment
Districts, Community Facility Districts, and In-Home Supportive Services Public Authority. Additional information on
these entities can be found in Note 1, Summary of Significant Accounting Policies, in the Notes to the Basic
Financial Statements section.

The County maintains budgetary controls to ensure compliance with legal provisions embodied in the annual
appropriated budget approved by the Board. Activities of the General Fund and most of the Special Revenue, Debt
Service, Capital Projects and Permanent Funds are included in the annual appropriated budget. The level of
budgetary control (that level which cannot be exceeded without action by the Board) is at the legal fund-budget
control unit level, which represents a department or an agency. Budget-to-actual comparisons are provided in this
report for each governmental fund for which an appropriated annual budget has been adopted. The Budgetary
Comparison Statements for the General Fund and major Special Revenue Funds are part of the Basic Financial
Statements. The Budgetary Comparison Schedules for the nonmajor Governmental Funds with appropriated annual
budgets are presented in the Supplemental Information section for governmental funds. The County also maintains
an encumbrance accounting system as one technique of accomplishing budgetary control. Encumbered
appropriations do not lapse at year-end; outstanding encumbrances are carried forward. Additional information on
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the budgetary process can be found in Note 1, Summary of Significant Accounting Policies, in the Notes to the Basic
Financial Statements section.

The County’s eGovernment website portal at www.ocgov.com provides online services and extensive information
about the County government to Orange County residents, businesses, partners, and visitors. The County’s
website provides information and online services to the public 24/7. It includes information about the Board,
County job listings, purchasing bid solicitations, assessment appeals, links to court information and local court
rules, voter information, County permits and forms, public safety, health and human services programs and
financial information. The site also provides several online services, including live and archived Board meeting
videos, the ability to order birth, death and marriage certificates, search fictitious business names, find polling
locations and election results, license pets, view and pay property taxes, request and track services provided by
OC Public Works such as pothole repair and sidewalk maintenance, and subscribe to receive emergency
alerts. The County continuously strives to improve our constituents’ ability to conduct business online with the
County.

FACTORS AFFECTING ECONOMIC CONDITION Table 1: Unemployment Rate Comparison
Local Economy : _ August 2018

Primary Government Entity Unemployment Rate
Two indicators of the County economy are: how well the United States 3.9%

local economy performs relative to surrounding counties,

H H 0,
the state, and the nation (external indicators), California 4.2%
and how well the local economy performs relative to its -0 Angeles County 5.1%
own historical trends (internal indicators). This section Riverside County 4.7%
provides various external and internal indicators that San Bernardino County 4.2%
describe the current and projected outlook of the County’s San Diego County 3.4%
economy. Orange County 3.1%
In terms of the external indicators, the County’s economy
continues to outperform local surrounding counties, the Unemployment Rate
state, and national economies (in annual percentage
growth). m United States

6.0% 7 California

The County’s unemployment rate continues to be below m Orange County
that of all surrounding Southern California counties, the | >0% |
State of California, and the National level (see Table 1). 4.0%

3.0%
According to the California Department of Finance,

inflation, as measured by the increase of the Consumer | 2:0% |
Price Index (CPI) in 2018, is expected to be 3.1% for | 1.0% |~
Orange County, lower than the State of California at 3.2%,
but higher than the U.S. at 2.5% (see Table 2).

0.0% -

Unemployment
Rate

Table 2: 2018 — Projected Increase of the CPI

United States California Orange County

2.5% 3.2% 3.1%

Sources: State of California, Employment Development Department
California Department of Finance, April 2018
Note: Unemployment rates are for the month of August 2018
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According to the Department of Housing and Urban
Development, the County’s median family income is
expected to be $92,700 (absolute dollars) in 2018,
compared to $88,000 (absolute dollars) in 2017. The
median family income in the County continues to exceed
all surrounding Southern California counties, the State of
California, and the nation (see Table 3).

Table 3: Median Family Income Comparison

Median Family Income

Primary Government Entity (absolute dollars)
United States $71,900
California $77,500
Orange County $92,700
San Diego County $81,800
Los Angeles County $69,300
Riverside County $65,800

Sources: U.S. Department of Housing and Urban Development, 2018

Comparisons of Inflation and Median Family

Income
$100 T ] 4%
$92.7
8 r-———- = v
g 31% 1 3% _
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>0 $60 —— — - —————— —————— ——- o
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©
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$20 ——— - —————— —————— ==
$0 0%
United States California Orange County

Sources: California Department of Finance, April 2018
U.S. Department of Housing and Urban Development, 2018

According to the California Association of Realtors, the
median home sales price for existing homes in Orange
County was $838,500 (absolute dollars) in August
2018, representing a 6.3% increase relative to August
2017. The median sales price in Orange County
continues to exceed all surrounding counties (see
Table 4).

In terms of internal trends, current and projected
indicators forecast that the Orange County economy
will continue to be moderate, with job growth expected
to increase by 2.4% in 2018.

Table 4: Median Home Sales Price Comparison-
Southern California Counties — August 2018

Primary Median Home  Median Home
Government Sales Price Change Sales Price

Entity increase (absolute dollars)
Orange County 6.3% $838,500
San Diego County 9.1% $660,000
Los Angeles County 6.4% $607,490
Riverside County 3.2% $400,750
San Bernardino County 7.4% $290,000

Source: California Association of Realtors — Existing — Single-Family, 2018

Table 4: Comparison of Median Home Sales Price
and Price Changes Among Counties

$900 T gzg T 10%
I ] I
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Sources: CorelLogic Information System, August 2018
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Table 5 shows various internal indicators reflecting steady Table 5: Orange County Historical Data

growth of the County’s economy. The unemployment rate

decreased to 3.1% for the month of August 2018 relative JglEIteIale=1RIgle [Tor=1do] g R0 NI ok T2 0 (IR0} i AR 0 <)
to 3.8% for .the month of Auggst 2017. Job growth is Unemployment

expected to increase by 2.4% in 2018. Median home Rgtes 58% 45% 43% 3.8% 3.1%
prices increased by 6.3% in August 2018, relative to 5.3% Annual Job Growth
in August 2017. Sales tax receipts is forecasted to Rates 23% 32% 26% 21% 2.4%

increase by 2.6% in 2018. )
Annual CPI Inflation 1.0% 1.7% 21% 3.1% 3.1%

Median Home Sales
Price Increase 52% 21% 4.8% 53% 6.3%
Annual Change in
Sales Tax Receipts  4.4% 21% 1.9% 24% 2.6%

Data in Table 5 for prior years may be different from previous years CAFR due to the timing of obtaining data.

Orange County Historical Data Comparison Data for 2018 is based on forecasted data
(Shown as a year-to-year percentage increase/decrease)
7.0%
® Unemployment Rates
6.0%
Annual Job Growth Rates
5.0% -
= Annual CPI Inflation
4.0% -
o B Median Home Sales Price
3.0% - Increase
2.0% - ] Annu_al Change in Sales Tax
Receipts
1.0% -
0.0% -
Y
O o o° 2o\ oo\®

Sources: State of California, Employment Development Department
Economic & Business Review, Chapman University, June 2018
California Association of Realtors

In summary, the economy in Orange County continues to show signs of moderate growth.

Long—=Term Financial Planning

Strategic Plan: In March 1997, the Board initiated a financial planning process that is a key component of the
County’s commitment to fiscal responsibility, accountability, and efficiency. The plan includes projections of County
general purpose revenues, departmental projections of operating costs, revenues, capital and information
technology needs for current programs and services and anticipated caseload changes. New programs, services
and capital projects are identified and prioritized on a Countywide basis with financial impacts identified over the plan
period. The plan covers a five-year period and includes a ten-year analysis of operating costs in cases where new
programs and facilities are assessed to ensure the ability to pay for long-term operational costs.

The 2018 Strategic Financial Plan (SFP) was presented to the Board on December 18, 2018. The 2018 SFP is the
foundation in planning for continued financial stability and is augmented by the monitoring and establishment of
budgetary control via the quarterly budget reporting process and adoption of the Annual Budget. The five-year SFP
projections indicate that General Purpose Revenue will grow, on average, about 2.7% annually. The moderate
growth rate for revenue, coupled with the increasing cost of doing business, will require the County to carefully
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manage programs and service levels. The County continues to believe that sustained job growth and reduced
unemployment are the key indicators for economic growth.

In order to address identified budget issues and prepare for the continued uncertainty of the general and local
economy, the following represent some of the actions taken or identified as options for early planning. Early action is
critical to ensure baseline services are met and that the County continues to experience financial stability.

e The SFP reflects a 0% increase in Net County Cost allocations to departments for Fiscal Year (FY) 2019-20,
and 1% for each of the following fiscal years, with the remaining excess funds distributed and/or set-aside to
address the most critical strategic needs for the County

e Continuation of the policy to not backfill State budget reductions

¢ Internal financing program to support major capital and information technology projects

¢ Maintaining prudent levels of General Fund and Contingency Reserves

The County continues to move forward on several large projects identified below. In addition, the County is in
various stages of planning and implementing several other projects. Plans are in place to establish a Behavioral
Health Services campus at a site purchased in the City of Orange in March 2018 and for the second phase of the
Civic Center Facilities Master Plan. Development of the County property at the former Marine Corps Air Station El
Toro in Irvine and other various County-owned properties such as the Greenspot and Prado Dam properties will
require up-front financial planning and investment in order to generate revenue in future years on a long-term basis.

Santa Ana River Mainstem Project: The Santa Ana River Mainstem Project (SARMP) was initiated in 1964, in partial
response to a resolution of the United States House Committee on Public Works adopted May 8, 1964. A survey
report was completed by the Orange County Flood Control District in 1975. The report was reviewed and submitted
to Congress in September 1978. In September 1980, the United States Corps of Engineers completed the General
Design Memorandum for the SARMP. Construction for the SARMP was authorized by the Water Resources
Development Act of 1986. Construction for the SARMP was initiated in 1989, and completion is scheduled for
December 2029.

The SARMP is designed to provide flood protection to the growing urban communities in Orange, Riverside and San
Bernardino Counties. The proposed improvements to the system cover 75 miles, from the headwater of the Santa
Ana River east of the City of San Bernardino to the mouth of the river at the Pacific Ocean between the cities of
Newport Beach and Huntington Beach. The project will increase levels of flood protection to more than 3.35 million
people within the three county areas. The project includes seven independent features: Seven Oaks Dam, Mill
Creek Levee, San Timoteo Creek, Oak Street Drain, Prado Dam, Santiago Creek and the Lower Santa Ana River.
More information on the SARMP is available in Note 15, Construction and Other Significant Commitments. To learn
more about the SARMP, visit the Orange County Flood Control Division's website at www.ocflood.com/sarp.

OC Dana Point Harbor Revitalization Plan: The OC Dana Point Harbor Revitalization Plan (Plan) includes
revitalization of Dana Point Harbor's commercial core, marinas, and hotel. The Plan is a multi-phased and long-term
public-private partnership project, where total development costs have been estimated in excess of $150,000
pending final project design approvals. The Plan is a phased and systematic long-term rehabilitation and/or
replacement of the commercial core, hotel, and waterside elements. County Executive Office Real Estate staff
managed the process for selection of a potential private partner for the project and are working with OC Parks staff
to finalize the financial strategy for the complete Plan that will meet the long-term needs and expectations of the
community and the County. On October 17, 2017, the County selected Dana Point Harbor Partners, LLC (DPHP)
as the primary developer and Dana Point Partners, LLC as the alternate developer for the lease, development, and
management of certain portions of Dana Point Harbor. On July 17, 2018, the Board approved option and ground
lease agreements with DPHP and Dana Point Harbor Partners Drystack, LLC to administer and manage Dana
Point Harbor and initiate entittement approvals for certain portions of Dana Point Harbor for the long-term use and
enjoyment by the public.

James A. Musick Facility Expansion: On March 8, 2012, the County received a conditional award from the State for
$100,000 in funds for expansion of the James A. Musick Facility Assembly Bill 900 (AB900 Phase Il). On March 8,
2013, the State approved the funding to complete design and construction for the project, of which establishment
allows the County to commit funding to design and construction that is reimbursed from the AB900 Phase I
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$100,000 award. This project is estimated for completion in FY 2021-22. The County must front costs initially until
the notice to proceed for construction is approved by the State. At that time, all past eligible costs incurred can be
invoiced for reimbursement by the State in full, and all future costs will be invoiced for reimbursement by the State
on an ongoing basis until construction completion and occupancy. It is anticipated that costs will be reimbursed
beginning in FY 2019-20.

On March 13, 2014, the State approved $80,000 in funds for the County for additional rehabilitation, treatment, and
housing for the James A. Musick Facility (Senate Bill 1022). This project will be completed in parallel with the AB900
Phase Il project. Because of schedule compaction during design, the State approved executing both project phases
into a single construction project. The financial requirements for this second phase are consistent with those
described above.

La Pata Avenue Gap Closure and Camino Del Rio Extension Project: The County is nearing completion of the
construction of the La Pata Avenue Gap Closure Project (Project) that will widen La Pata Avenue and implement a
gap closure between the cities of San Juan Capistrano and San Clemente. This is a cooperative project between
the City of San Clemente, City of San Juan Capistrano, Rancho Mission Viejo, OC Waste & Recycling, and OC
Public Works (OCPW), with the County acting as the lead agency. The Board awarded a construction contract for
$72,741 to Sukut Construction, Inc. (Sukut) on December 10, 2013. A construction management contract for $7,706
was awarded to Hill International, Inc. on February 4, 2014, and later amended on October 6, 2015 to reduce the
overall contract amount to $6,706. The total Project cost is estimated at $141,000 including a Contract Change
Order of $6,000 to Sukut approved by the Board in April 11, 2017. The Project is funded by State 1B, Measure M1
and M2, gas tax, La Pata Fee Program, OC Waste & Recycling, developer agreement, and community facility
district revenues.

The groundbreaking ceremony was held on April 4, 2014. The ribbon cutting ceremony for the roadway gap closure
was held on August 13, 2016 and the roadway was open to the public on August 14, 2016. Construction of the
Camino Del Rio Extension Phase was completed in April 3, 2017. The final phase of the La Pata Widening is
expected to be completed in FY 2018-19.

Bridges at Kraemer Place Year-Round Emergency Shelter (Bridges): On November 17, 2015, the Board approved
the acquisition of 1000 N. Kraemer Place for $4,250 as the site of a new 200-bed Year-Round Emergency Shelter
and Multi Service Center to serve the homeless population with $1,250 in funding support from the cities of
Anaheim, Fullerton, Brea, and La Habra. The 24,450 square foot facility opened in phases, beginning with Phase | in
May 2017 and reached maximum capacity in May 2018.

Central Utility Facility (CUF) Infrastructure Upgrade Project: The County has completed the primary portion of the
of the CUF Project (Project) in the city of Santa Ana. The current phase is in place to replace one absorption
chiller and provide steam line replacement to Building 26 (Santa Ana Library). A follow-on phase is being planned
to remediate an issue identified with the new absorption chiller structural concrete pad and also to modify the
steam system to accommodate the new absorption chiller. The primary phase of the Project replaced the cooling
tower, chillers and pumps and has added a boiler and related equipment at the CUF. The Project replaces the
original 1968 CUF components which were beyond useful life and required upgrades and replacement to be
reliable and energy efficient. The Project also includes expansion of the present thermal utility distribution system
to new thermal utility clients and improving the cogeneration system efficiency and performance by using the full
capacity of the cogeneration components. The primary component of the thermal expansion is the replacement
of chilled water lines which is now 100% complete with construction. The total Project is on budget at an
estimated $68,000 and is funded from CUF Lease Revenue Bonds, Series 2016 issued in June 2016. A
Guaranteed Maximum Price Contract of $59,165 to provide construction manager at risk (CMAR) construction
phase services for the Project was awarded by the Board on January 26, 2016. An amendment to the CMAR
contract was approved in December 2017 for $1,980 to include steam connection to the County’s Gates and
Osborne buildings. The Project Architect-Engineer (A&E) Agreement was amended on April 26, 2016 for a new
total not-to-exceed amount of $7,063. The A&E contract includes engineering and design for the Project,
construction observation, commissioning, and support services. As of June 30, 2018, $65,046 of $68,000 bond
proceeds were spent. The completion of the Project is anticipated to be completed in FY 2018-19.
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Westminster Watershed Feasibility Study/East Garden Grove Wintersburg Channel: OCPW continues to work
with the Army Corps of Engineers (USACE) to complete the Westminster Watershed Feasibility Study to the final
milestone of Chief's Report (January 2020). Having reached the Tentatively Selected Plan milestone, OCPW can
soon begin to construct reaches covered by the study while receiving Work-In-Kind credit towards OC Flood Control
District’'s (OCFCD) portion of the expected 65% Federal/35% Non-Federal cost share. Improvements to OCFCD
facilities will benefit several cities including Huntington Beach, Fountain Valley, Westminster, Garden Grove, Santa
Ana and Seal Beach. As part of the study, USACE will conduct a public hearing for the study within the next several
months. The study indicates that total construction cost is currently estimated at $1,000,000.

Two projects for the East Garden Grove Wintersburg Channel are planned for construction by OCPW ahead of the
formal partnership agreement with USACE. The reaches include Warner to Goldenwest, estimated at $50,000
starting in FY 2018-19, and Confluence with Oceanview Channel to Beach Blvd estimated at $11,000 starting in FY
2021-22.

Orange County Civic Center Facilities Master Plan: On April 23, 2013, the Board adopted an ordinance approving a
public-private partnership to develop the Civic Center Facilities Strategic Plan. On February 24, 2016, the Board
approved a Program Management and Design Agreement for Phase 1A planning and design of the Orange County
Civic Center Facilities.

Included in Phase | is a six-story building located at 601 N. Ross Street. On April 25, 2017, the Board approved the
Phase 1B, construction of the new Building 16 within the Civic Center, the lease and leaseback of Building 16
property, and establishment of a nonprofit corporation as it related to the financing of Building 16 and the Civic
Center Facilities Strategic Plan. Building 16 is to be occupied by several County departments and includes a one-
stop shop public counter where the public will access services from multiple departments. There will be a 6,600-
square-foot event/conference center, Building 18 located at 425 W. Santa Ana Boulevard, which is planned to be
used by the County and the public. There will be 348 underground parking spaces.

The project’s financing was facilitated through a Board adopted ordinance on May 9, 2017, identifying the legal
authority for the issuance of bonds, approving a Ground Lease, a Facility Lease, and forming the Capital Facilities
Development Corporation (Corporation). On June 22, 2017, the California Municipal Finance Authority (Authority)
issued $152,400 Lease Revenue Bonds, Series 2017A. The Authority loaned a total of $175,340 to the Corporation,
pursuant to a loan agreement, for the construction. Upon filing the certificate of substantial completion, the County
will commence base rental payments, under the Facility Lease, to repay the loan to the Authority, which pays debt
service to the bondholders. The expected completion date is August 2019.

On June 26, 2018, the Board approved a Program Management and Design Agreement for Phase 2A for the
planning and design of the new Building 14 within the Civic Center, which will be a twin building of the above
Building 16. Building 14 is to be occupied by several County departments and includes a Board of Supervisors
Board Hearing room. The Board will review the Phase 2B, construction and financing of the new Building 14 in FY
2018-19.

Relevant Financial Policies

To achieve the goal of providing outstanding and cost-effective regional public services, the County applies sound
management practices and policies that enhance the quality of life of its citizens. Such financial management
practices have been identified by the Government Finance Officers Association of the United States and Canada
(GFOA) and recognized by Fitch Ratings as best practices that promote financial soundness, efficiency in
government, and solvency in public finance.

General Fund Reserves Policy

The County General Fund Reserves Policy provides guidance in the creation, maintenance and use of reserves.
The policy covers formal and informal reserves, and includes provisions for reserves such as appropriations for
contingencies, reserve-like appropriations, and reserve-like funds held by others such as the OCERS Investment
Account. The policy also recognizes whether funds are legally required or discretionary or have special restrictions.
The reserves policy is maintained and updated, as needed, through the County’s annual SFP process. The
reserves policy targets and balances are included in the annual SFP document.
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The General Fund Reserves policy is designed to provide flexibility to the County as well as the following:

Resources to address unanticipated or cyclical economic conditions

Resources for emergencies and/or catastrophic events

Mitigation of the volatility of revenues and expenditures in managing temporary cash flow shortages
Capacity to cover unexpected large one-time expenses and opportunities

Capacity to fund capital investments

Capacity to minimize borrowing costs

Capacity to provide some level of protection against statutory changes to County revenues and impacts
from federal and state actions

The County has a variety of reserve funds available to both the General Fund and Non-General Funds including:

Fund Balance Assigned for Contingencies

Fund Balance Assigned for Operations

Fund Balance Assigned for Construction and Maintenance
Fund Balance Assigned for Capital Projects

Fund Balance Assigned for Teeter Loss Reserve

Fund Balance Assigned for Reserve Target

Reserve-Like Funds

Reserve-Like Appropriations

Department-Type Reserves

All of the previously mentioned are reserves normally modified at the time of budget adoption (Government Code
Section 29085) or at fiscal year-end. Changes to reserve amounts at other times require a 4/5 vote of the Board. A
4/5 vote is also required to make such reserves available for appropriation to expend the funds, if needed, during the
fiscal year (Government Code Section 29130).

Reserve Targets and Descriptions

Under GFOA recommended practice, the County establishes an overall reserve target and allocates the calculated
target among the classes of obligated fund balances as appropriate. The County may fund more or less to each
reserve class for a variety of reasons, such as its current financial condition, the need to set aside for particular goals
or directives, the need to bridge one-time gaps, etc. The goal is to ensure a prudent reserve balance that is
maintained and replenished on a regular basis. In implementing the GFOA’s best practice, the County elected to
establish a funding target based upon two months of General Fund operating revenues.

Contingencies

The purpose and use of this reserve is to cover unanticipated and severe economic downturns, major emergencies,
or catastrophes that cannot be covered with existing appropriations. In particular, continued drought conditions with
the attendant risk of wildfires, highlights the potential for catastrophic events within the County. A significant event
could create the need for a higher funding level of this reserve. The target amount for this reserve is 15% of ongoing
annual General Purpose Revenues (excluding fund balance unassigned and one-time amounts and transfers).

The following table summarizes the County’s financial management practices:
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Relevant Financial Policies

Multi-Year SFP The County’s SFP is based on a five-year financial forecast and includes a 10-year
analysis of operating costs in cases where new programs and facilities are
recommended to ensure the ability to pay for long-term operational costs. Performance
measures and strategies are key elements of the SFP process.

Five-Year Capital The County’s five-year Capital Improvement Plan (CIP) is a long-term list of significant
Improvement Plan projects funded by the General Fund in the Capital Projects budget. It also includes
the five-year capital program for Non-General Fund agencies. The CIP aids the County
in its assessment of the best use of funds available in order to establish and prioritize
its capital asset goals, while maintaining long-term financial stability.

lleldnEtilelaM =Tl sl [els\VAl The five-year Information Technology Plan (ITP) is a compilation of significant IT|
Projects projects including upgrades or replacements of existing systems, greater or equal to
$150 and less than $1,000 in any one fiscal year of the five years in the plan. Costs
for ongoing system support and maintenance are included. The ITP is a tool used by
the County to assess IT projects, leverage overlap, and prioritize the use of County
General Funds available to IT projects.

(ONEG VARG LEINEETJolg@ The County Executive Office issues quarterly budget reports that provide the Board,
County departments, members of the public, and other interested parties with an
oveniew of the current status of budgeted revenues and expenditures, total budgeted
positions and various departmental issues requiring adjustments to the County’s
budget.

A UVEIN e [ SISl ITIIEEI The Annual Budget reflects the County’s disciplined approach to fiscal management
and Guidelines and is consistent with the County’s SFP process. Department budgets are consistent
with the priorities and operations plans contained in the SFP. Departments use these
planning processes, along with outcome indicators, to evaluate programs and redirect
existing resources as needed for greater efficiency to reduce costs and minimize the
need for additional resources.

STHNEEIEICNREECIACM The County General Fund currently contains formal and informal reserves,
Policy appropriations for contingencies, appropriated reserve-type funds, and reserves held by
others. The purpose of these reserves is to protect community programs and services
from temporary revenue shortfalls and provide for unpredicted, sudden and unawidable
one-time expenditures.

Contingency Planning The County’s General Fund maintains a reserve for contingencies, which was
Policy established through the SFP process. The target amount for this reserve is 15% of
ongoing annual General Purpose Revenues (excludes fund balance unassigned and
one-time amounts and transfers), or $120,740. This compares to the GFOA guidelines
for funding contingencies at 15% or higher. The November 30, 2018 balance is $65,000,
approximately $55,740 below the target.

In addition to the reserve for contingencies, the County budgets an annual appropriation
for significant unanticipated emergencies, catastrophes, one-time expenditures and
opportunities of no less than $5,000 in the General Fund.

Debt Disclosure The County presents a set of debt disclosures in the County’s adopted Budget
Practices document and the CAFR, as well as Continuing Disclosure Annual Reports on its
website and the Electronic Municipal Market Access (EMMA) repository.
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Relevant Financial Policies (Continued)

EVEECRYOIIE[oNeToJi=-| Il The County’s long-term practice has been to use pay-as-you-go funding for capital
Funding projects whenever possible. The use of systematic long range financial planning assists
in making fiscal decisions such as debt vs. pay-as-you-go capital project financing.
The SFP forecasts sources of the County’s revenue and operating expenses and
incorporates a list of previously identified and prioritized projects that will benefit the
citizens of the County. The financial planning for capital projects considers the
County’s limited funding sources, the capital and operating costs, useful life of projects,
and good business practices.

Credit and Debt The County’s long-term practice has been to rapidly repay debt when practicable. The
Management Policy Policy is intended to maintain long-term financial stability by ensuring that its long-term
financing commitments are affordable and do not create undue risk or burden, achieve
and maintain high credit ratings, minimize debt senice interest expense and issuance
costs, provide accurate and timely financial disclosure and reporting, and comply with
applicable State and Federal laws and financing covenants.

Public Financing The Public Financing Advisory Committee (PFAC) is responsible for the review,
Advisory Committee approval, and modification or denial of debt financing proposals. No County debt
financing proposal is considered by the Board unless recommended in writing by the
PFAC. The PFAC membership consists of the following: five public voting members,
each representing a district, and three Ex-Officio County government members (the
County Executive Officer (non-woting), the elected Treasurer-Tax Collector, and the
elected Auditor-Controller).

Audit Oversight The Audit Oversight Committee (AOC) is an advisory committee to the Board that
Committee provides owersight of the activities of the County Auditor-Controller's Internal Audit
Division and the County’s external audit cowverage, including financial reporting and
federal and state audit activities, and discusses the adequacy of the County’s internal
control structure. The AOC membership includes the Chair and Vice-Chair of the
Board, the County Executive Officer, the Ex-Officio elected Treasurer-Tax Collector
(non-woting), and five private sector members appointed by the Board. The private sector
members shall be appointed by the Board for a term of four years and may be
reappointed or removed by the Board.

Treasury Oversight The Treasury Owersight Committee (TOC) is responsible for reviewing and monitoring
Committee the annual Investment Policy Statement (IPS). In addition, the TOC causes an annual
audit of the County’s compliance with the IPS. The TOC shall also investigate any and
all irregularities in the treasury operations, which become known to the TOC. The TOC
has an approved policy to investigate and report such irregularities.

Annually, the TOC reviews the IPS, including all proposed amendments or
modifications to the IPS. The elected Treasurer-Tax Collector then submits the IPS to
the Board for approval, including any additions or amendments thereto. The TOC
membership consists of the following: The elected Auditor-Controller, the County
Executive Officer, the elected County Superintendent of Schools, or their respective
designees, and four members of the public. The public members shall be nhominated by
the elected Treasurer-Tax Collector and confirmed by the Board.

24/7 Fraud Hotline The Fraud Hotline is part of an ongoing fraud detection and prevention effort. The Fraud
Hotline is intended for use by County employees, the general public, or vendors for
reporting suspected waste, fraud, violations of County policy or misuse of County
resources by vendors, contractors or County employees.
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Major Initiatives

Funding Equity: The County hovers at the bottom of funding for counties statewide, receiving the lowest percentage
of property taxes in California to support services-about 5 cents on the dollar; the state average is 14 cents. The
formula for returning local property taxes to the counties where they were collected was set in 1978 and has not
been updated since. This systematically disadvantages the County’s ability to provide services to its diverse
population.

The County’s predicament does not have easy fixes. Shifting funding formulas could affect other counties receiving
more of their share of taxes, as well as other taxing entities such as cities, special districts, and schools, which have
constitutional protections for state funding. Therefore, the answer to assuring funding equity for the County lies in
increasing funding, programs, and partnerships that specifically benefit County programs and services. When the
state shifts or adds responsibilities at the county level, the County will seek enough funding for those programs to
ensure their success. The County’s robust legislative agenda seeks creative and substantive ways to assure our
residents are provided with their fair share of the taxes they pay to support the programs and services they deserve.

Labor Agreements: Most County employees are represented by one of 17 bargaining units, which are separated into
eight labor organizations. The principal organization is the Orange County Employees Association (OCEA), which
represents six bargaining units totaling about 9,777 permanent filled employee positions. The next largest unions are
the Association of County Deputy Sheriffs, which represents four bargaining units totaling about 2,893 members and
the American Federation of State and Municipal Employees at about 1,428 members. All but two contracts have
been successfully negotiated and County employees continue to work under their contract terms with no
interruption.

AWARDS AND ACKNOWLEDGEMENTS

GFOA Awards: The GFOA awarded a Certificate of Achievement for Excellence in Financial Reporting to the
County for its CAFR for the year ended June 30, 2017; this represents the County’s 23" consecutive award. The
Certificate of Achievement is the highest form of recognition for excellence in state and local government financial
reporting.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable and
efficiently organized CAFR, whose contents conform to program standards. Such a CAFR must satisfy both GAAP
and applicable legal requirements. A Certificate of Achievement is valid for a period of one year only. We believe
our current report continues to meet the Certificate of Achievement Program’s requirements and we are submitting it
to the GFOA to determine its eligibility for another certificate.

In addition, the County issued its 15™ consecutive Popular Annual Financial Report (PAFR) titled the “OC Citizens’
Report” for the year ended June 30, 2017. The County received the GFOA Award for Outstanding Achievement in
Popular Annual Financial Reporting for this PAFR. The award is a prestigious national award recognizing
conformance with the highest standards for preparation of state and local government popular reports. In order to
be awarded, a government must publish a PAFR that reflects the program standards of creativity, presentation,
understandability, and reader appeal. The “OC Citizens’ Report” is available for viewing at www.ac.ocgov.com.

Distinquished Budget Presentation Award: The GFOA awarded a Distinguished Budget Presentation Award to the
County for its FY 2017-18 Annual Budget; this is the County’s second award. The award is the highest form of
recognition in governmental budgeting. In order to receive the award, the entity had to satisfy nationally recognized
guidelines for effective budget presentation. These guidelines are designed to acknowledge how well an entity’s
budget serves as a policy document, a financial plan, an operations guide, and a communications device.

Counties Financial Transactions Reporting Award: The County received the Financial Transactions Reporting
Award from the State Controller’'s Office for its Year-End Financial Transaction Report for the fiscal year ended June
30, 2017. The award is in recognition of the professionalism demonstrated by Counties in preparing accurate and
timely financial reports and for those counties that meet the review criteria of the award program.
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Acknowledgments: We would like to express our sincere appreciation to County staff and the staff of the certified
public accounting firm of VTD. We hope this report will be of interest and use to those in county government, other
governmental agencies, and the public interested in the financial activities of the County of Orange.

Respectfully submitted,

L= 4) MAgrne
Eric H. Woolery, CPA Michelle Aguirre
Auditor-Controller Chief Financial Officer
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Certified Public Accountants

VALUE THE

INDEPENDENT AUDITORS’ REPORT

To the Board of Supervisors
County of Orange, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the County of Orange, California (County), as of and for the year ended June 30, 2018, and the
related notes to the financial statements, which collectively comprise the County's basic financial statements as
listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not audit the
financial statements of the Orange County Health Authority, a Public Agency/dba Orange Prevention and
Treatment Integrated Medical Assistance (CalOptima), which collectively represent 97%, 95%, and 99%,
respectively, of the assets, net position and revenues of the aggregate discretely presented component units.
Those statements were audited by other auditors whose report has been furnished to us, and our opinion, insofar
as it relates to the amounts included for CalOptima, is based solely on the report of the other auditors. We
conducted our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.
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Opinions

In our opinion, based on our audit and the report of the other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the County, as of June 30, 2018, and the respective changes in financial position
and, where applicable, cash flows thereof and the respective budgetary comparison statements for the General
fund, Flood Control District fund, Other Public Protection fund, and Mental Health Services Act fund for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As described in Notes 1, 2, and 19 to the financial statements, the County adopted Governmental Accounting
Standards Board (GASB) Statements No. 74, Financial Reporting for Postemployment Benefit Plans Other Than
Pension Plans, No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,
and No. 85, Omnibus 2017, effective July 1, 2017. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 20 through 40 and the schedules for the Orange County Employees Retirement
System (OCERS) plan, Orange County Extra-Help Defined Benefit plan, and Orange County Retiree Medical
plan, as listed in the table of contents, be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted in
the United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management's responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the County's basic financial statements. The introductory section, the combining and individual non-
major fund financial statements and budgetary comparison schedules, and statistical section are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

The combining and individual non-major fund financial statements and budgetary comparison schedules are the
responsibility of management and were derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the combining and individual nonmajor fund financial statements and budgetary comparison schedules
are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of
the basic financial statements, and accordingly, we do not express an opinion or provide any assurance on them.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 17, 2018, on
our consideration of the County's internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is solely to describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the County’s internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the County's internal control over financial reporting and
compliance.

Vil T, Db &yl

Laguna Hills, CaI{fornia
December 17, 2018
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MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
(UNAUDITED)

This section of the County’s Comprehensive Annual Financial Report (CAFR) provides a narrative overview and
analysis of the financial activities of the County for the year ended June 30, 2018. We hope that the information
presented here, in conjunction with the Letter of Transmittal, provides a clear picture of the County’s overall financial
status. Unless otherwise indicated, all amounts in this section are expressed in thousands of dollars.

EINANCIAL HIGHLIGHTS

Total change in net position, which is the difference between total revenues (including transfers in) and
expenses (including transfers out), was $372,744 for the fiscal year, and it increased net position by 18% from
prior year.

Long-term debt obligations decreased by $67,621 or 19% during the current fiscal year.

The County’s governmental funds reported combined ending fund balances of $2,499,505, a decrease of
$78,964 or 3% in comparison with the prior year.

General Fund revenues and other financing sources ended the year 2% below budget.

General Fund expenditures and other financing uses ended the year 5% below budget.

OVERVIEW OF THE FINANCIAL STATEMENTS

The basic financial statements presented in the County’s CAFR are divided into three different sections:

Government-wide Financial Statements
Fund Financial Statements
Notes to the Basic Financial Statements

Basic Financial Statements

Government-wide Fund Financial Statements
Financial ) . .
Statements Governmental Funds Proprietary Funds Fiduciary Funds
Balance Statement of
Statement of Sheet Net Position Statement of
Net Position Fiduciary
Net Position
Statement of Revenues, Statement of Revenues,
Expenditures, and Expenses, and Changes in
Changes in Fund Balances Fund Net Position

Statement of
Changes in Fiduciary
Net Position

Statement of

Activities Budgetary Comparison

Statement of Cash Flows
Statements

Notes to the Basic Financial Statements
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The following table summarizes the major features of the basic financial statements:

Fund Financial Statements

Government-wide

Financial
Statements

Statement of
Net Position

Type of Financial
Statement

Statement of
Activities

Governmental Funds

Balance Sheet

Statement of Revenues,
Expenditures, and
Changes in Fund
Balances

Budgetary Comparison
Statements

Proprietary Funds

Statement of
Net Position

Statement of Revenues,

Expenses, and Changes
in Fund Net Position

Statement of Cash Flows

Fiduciary Funds

Statement of Fiduciary
Net Position

Statement of Changes in
Fiduciary Net Position

Entire entity (except
fiduciary funds)

Day-to-day operating
activities for basic
services

Day-to-day operating
activities for business-
type services

Resources on behalf of
others

Accrual accounting and
economic resources
measurement focus

Accounting Basis
and Measurement
Focus

Modified accrual
accounting and
current financial
resources
measurement focus

Accrual accounting and
economic resources
measurement focus

Accrual accounting and
economic resources
measurement focus
(except for agency funds)

All assets, deferred
outflows of resources,
liabilities, and deferred
inflows of resources, both
financial and capital, short-
term and long-term

Type of Asset,
Deferred Outflows
of Resources,
Liability, and
Deferred Inflows of
Resources
Information

Current assets, liabilities,
and deferred inflows of
resources that come due
during the year or soon
thereafter

All assets, deferred
outflows of resources,
liabilities, and deferred
inflows of resources both
financial and capital, short-
term and long-term

All assets, deferred
outflows of resources,
liabilities, and deferred
inflows of resources held
in a trustee or agency
capacity for others

All revenues and
expenses during the year,
regardless of when cash
is received or paid

Type of Inflows
and Outflows
Information

Revenues for which cash
is received during the
year or soon thereafter;
expenditures for when
goods or services have
been received, and the
related liability is due and
payable

All revenues and
expenses during the year,
regardless of when cash
is received or paid

All additions and
deductions during the
year, regardless of when
cash is received or paid
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Government-wide Financial Statements

The government-wide financial statements consist of the following two financial statements: the Statement of Net
Position and the Statement of Activities. Both of these statements were prepared using an accounting method and a
measurement focus similar to those used by private-sector companies, the accrual basis of accounting and the
economic resources measurement focus. The Statement of Net Position provides information regarding all of the
County’s assets, deferred outflows of resources, liabilities, and deferred inflows of resources with the difference
reported as net position. Over time, increases or decreases in net position may serve as a useful indicator of
whether the financial position of the County is improving or deteriorating. The Statement of Activities, on the other
hand, provides information on how the government's net position changed during the most recent fiscal year
regardless of the period when the related cash or cash equivalent is received or paid. Therefore, revenues and
expenses are reported in this statement for some items that will only result in cash flows in future fiscal periods (for
example, uncollected taxes, and earned but unused vacation leave).

The Statement of Net Position and the Statement of Activities distinguish functions of the County that are principally
supported by taxes (governmental activities) from other functions that are intended to recover all or a significant
portion of their costs through user fees and charges (business-type activities). The governmental activities of the
County include (1) general government, (2) public protection, (3) public ways and facilities, (4) health and sanitation,
(5) public assistance, (6) education, and (7) recreation and cultural services. The business-type activities of the
County include John Wayne Airport (Airport), Orange County Waste Management and Recycling (Waste
Management), and Compressed Natural Gas (CNG).

The government-wide financial statements also provide information regarding the County’s component units, entities
for which the County (the primary government) is considered to be financially accountable. Blended component
units, although legally separate entities, are in substance part of the County’s operations; therefore, data from these
component units are combined with data of the primary government. Financial information for the CFCOC and
CalOptima, discretely presented component units, are reported separately from the financial information presented
for the primary government itself. Separate stand-alone annual financial reports can be obtained by accessing the
County’s website at the following address: www.ac.ocgov.com. A separate stand-alone CalOptima annual financial
report can be obtained by accessing the website at http://wpso.dmhc.ca.gov/fe/search/.

Fund Financial Statements

The fund financial statements report on groupings of related funds

¢ Fund -a separate accounting entity | hat are used to maintain control over resources that have been

with a self-balancing set of segregated for specific activities or objectives. A fund is a separate
accounts. accounting entity with a self-balancing set of accounts. Like other
state and local governments, the County uses fund accounting to

e Focusis on major funds. ensure and demonstrate compliance with finance-related legal
requirements. The focus of governmental and proprietary fund

e Provides information regarding the financial statements is on major funds as determined by the criteria
three major categories of all County set forth in Governmental Accounting Standards Board (GASB)
funds: governmental, proprietary, Statement No. 34, “Basic Financial Statements — and Management’s
and fiduciary. Discussion and Analysis — for State and Local Governments,” and

GASB Statement No. 65, “ftems Previously Reported as Assets and
Liabilities.” All of the County funds can be divided into three major
categories of funds: governmental, proprietary, and fiduciary.

Governmental Funds - Governmental funds include most of the County’s basic services and are used to account
for essentially the same functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental funds financial statements are prepared
using the modified accrual basis of accounting and current financial resources measurement focus.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the government’s near-term financing decisions. Reconciliations are prepared for the
governmental funds’ Balance Sheet and the governmental funds’ Statement of Revenues, Expenditures, and
Changes in Fund Balances to facilitate comparisons between governmental funds and governmental activities. The
primary differences between the government-wide and fund financial statements relate to noncurrent assets, such
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as land and structures and improvements, and noncurrent liabilities, such as bonded debt and amounts owed for
compensated absences, capital lease obligations, net pension liability and other postemployment benefits (OPEB),
which are reported in the government-wide statements but not in the fund financial statements.

The County maintains several individual governmental funds organized according to their type (General Fund,
Special Revenue, Debt Service, Capital Projects and Permanent funds). Information is presented separately in the
governmental funds’ Balance Sheet and in the Statement of Revenues, Expenditures, and Changes in Fund
Balances for the General Fund, which is always a major fund, and all other major funds which may change each
year depending on if they meet the major funds criteria. Information for nonmajor funds is presented in the
aggregate as “Other Governmental Funds” in these statements. Individual fund data for each of the nonmajor
governmental funds is presented in the Supplemental Information Section of this CAFR. The County adopts an
annual appropriated budget for its governmental funds. Budgetary comparison statements and schedules have
been provided for these funds to demonstrate compliance with the budget and are presented in the Basic Financial
Statements and Supplemental Information Section of this CAFR, respectively.

Proprietary Funds - The County maintains two different types of proprietary funds: Enterprise funds and Internal
Service funds. Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The County uses enterprise funds to account for its Airport, Waste
Management, and CNG activities. Internal Service funds are used to accumulate and allocate costs internally
among the County’s various functions such as insurance, transportation, publishing services, and information
technology. Because these services predominantly benefit governmental rather than business-type functions,
Internal Service funds have been included within governmental activities in the government-wide financial
statements.

Proprietary fund financial statements provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide separate information for the Airport
and Waste Management operations, which are both considered to be major funds of the County. Conversely, the
Internal Service funds are combined into a single, aggregated presentation in the proprietary fund financial
statements with the individual fund data provided in the combining statements, which can be found in the
Supplemental Information Section of this CAFR.

Fiduciary Funds - Fiduciary funds include the Trust and Agency funds and are used to account for assets held on
behalf of outside parties, including other governments. Financial information for fiduciary funds is not reported in the
government-wide financial statements because the resources of these funds are not available to support the
County’s programs. The combining statements for fiduciary funds are included in the Supplemental Information
Section of this CAFR.

Notes to the Basic Financial Statements

The Notes to the Basic Financial Statements provide additional information that is essential to a full understanding of
the data provided in the government-wide and fund financial statements. To find a specific note, refer to the Table of
Contents.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator
of the County’s financial position. At June 30, 2018, the County’s
combined net position (governmental and business-type activities)
totaled $2,464,735, a decrease of 2% from unrestated FY 2016-17.

COMPONENTS OF NET POSITION

e Net Investment in Capital Assets
The largest component of the County’s net position, which totals
$3,831,242, was net investment in capital assets, which represents
the County’s investment in capital assets, less any related outstanding
debt used to acquire those assets and debt-related deferred outflows
and inflows of resources. The County’s capital assets are used to
provide needed services to its citizens. Since the capital assets
themselves cannot be used to liquidate the associated debt, the
resources needed to repay the debt must be provided from other sources.

Restricted

Unrestricted
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The County’s restricted net position of $1,491,317 represents resources that are subject to external restrictions on
their use and are available to meet the County’s ongoing obligations for programs with external restrictions. External
restrictions include those imposed by grantors, contributors, laws/regulations of other governments, or restrictions
imposed by law through constitutional provisions or legislation, including those passed by the County itself.

The unrestricted net position is the final component of net position. Unrestricted net position is resources that the
County may use to meet its ongoing obligations to citizens and creditors. As of June 30, 2018, the County’s
unrestricted net position totals a deficit of $2,857,824. Among governmental activities the deficit was $3,312,306 in
unrestricted net position, compared to its deficit of $3,074,958 at June 30, 2017. The main contributor of the deficit
continues to be the reporting of the County’s proportionate share of net pension liability on the financial statements.

The following table presents condensed financial information derived from the government-wide Statement of Net
Position:

NET POSITION - Primary Government
June 30, 2018 and 2017

Governmental Business-Type
Activities Activities Total
2018 2017* 2018 2017 2018 2017

ASSETS
Current and Other Assets $ 3,562,470 $ 3,635,467 $ 867,075 $ 895,588 $ 4,429,545 $ 4,531,055
Capital Assets 3,147,060 2,933,640 949,353 897,739 4,096,413 3,831,379

Total Assets 6,709,530 6,569,107 1,816,428 1,793,327 8,525,958 8,362,434
DEFERRED OUTFLOWS OF RESOURCES 1,051,004 822,809 20,411 17,251 1,071,415 840,060

Total Deferred Outflows of Resources 1,051,004 822,809 20,411 17,251 1,071,415 840,060
LIABILITIES
Long-term Liabilities 5,062,307 4,893,118 435,786 454,141 5,498,093 5,347,259
Other Liabilities 726,617 696,941 73,521 94,819 800,138 791,760

Total Liabilities 5,788,924 5,590,059 509,307 548,960 6,298,231 6,139,019
DEFERRED INFLOWS OF RESOURCES 818,737 546,666 15,670 11,658 834,407 558,324

Total Deferred Inflows of Resources 818,737 546,666 15,670 11,658 834,407 558,324
NET POSITION
Net Investment in Capital Assets 3,031,574 2,813,296 799,668 708,286 3,831,242 3,521,582
Restricted 1,433,605 1,516,853 57,712 78,179 1,491,317 1,595,032
Unrestricted (3,312,306) (3,074,958) 454,482 463,495 (2,857,824) (2,611,463)

Total Net Position $ 1,152,873 $ 1,255,191 $ 1,311,862 $ 1,249,960 $ 2,464,735 $ 2,505,151

* The balances shown in FY 2017 have not been restated to include adjustments in Note 2, Change in Accounting Principle

As of June 30, 2018, the County’s total assets and deferred outflows of resources increased by 4% or $394,879
during the current fiscal year. Capital assets increased by $265,034 primarily due to construction projects related to
the Civic Center Facilities Master Plan, Airport Terminal Improvements, Central Utility Facility (CUF) Upgrade, and
various other projects completed for road infrastructure. Offsetting the increase in capital assets, was a decrease in
current and other assets primarily caused by a decrease in restricted cash and cash equivalents due to the loan
provided in FY 2016-17 for the Civic Center Facilities Master Plan construction and partial redemption of the Series
2009 Airport Revenue Bonds. In addition, there was an increase for deferred outflows of resources of $231,355
primarily due to an increase in deferred outflows related to pension and OPEB, which reflects the changes in net
pension and OPEB liability measurements as required by GASB Statement No. 68, “Accounting and Financial
Reporting for Pensions — An Amendment of GASB Statement No. 27,” (GASB Statement No. 68) and GASB
Statement No. 75 “Accounting and Financial Reporting for Postemployment Benefits Other than Pension” (GASB
Statement No. 75).

Total liabilities and deferred inflows of resources for FY 2017-18 increased by 6% or $435,295. Long-term liabilities
increased by 3% or $150,834 mainly as a result of the County’s proportionate share of the net pension and net
OPEB liability. Deferred inflows of resources increased $276,083 due to the changes in the net OPEB liability
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measurements used in the actuarial study as required by GASB Statement No. 75, offset by a decrease in changes
for pension.

The following table provides summarized data of the government-wide Statement of Activities:

CHANGES IN NET POSITION - Primary Government
For the Years Ended June 30, 2018 and 2017

Governmental Business-Type
Activities Activities Total
2018 2017 2018 2017* 2018 2017
REVENUES
Program Revenues:
Charges for Services $ 657,083 $ 624,210 $ 315,090 $ 304,350 $ 972,173 $ 928,560
Operating Grants and Contributions 2,175,087 2,067,777 272 69 2,175,359 2,067,846
Capital Grants and Contributions 123,575 113,481 4,829 1,828 128,404 115,309
General Revenues:
Property Taxes 542,466 510,072 -- - 542,466 510,072
Property Taxes in Lieu of
Motor Vehicle License Fees 372,728 351,011 -- -- 372,728 351,011
Other Taxes 99,889 98,216 82 78 99,971 98,294
Grants and Contributions not Restricted
to Specific Programs 10,757 8,434 - - 10,757 8,434
State Allocation of Motor
Vehicle License Fees 1,615 1,234 - - 1,615 1,234
Other General Revenues 90,553 99,989 9,525 4,883 100,078 104,872
Total Revenues 4,073,753 3,874,424 329,798 311,208 4,403,551 4,185,632
EXPENSES
General Government 196,233 186,340 - - 196,233 186,340
Public Protection 1,475,626 1,485,137 - - 1,475,626 1,485,137
Public Ways and Facilities 151,779 97,928 - - 151,779 97,928
Health and Sanitation 656,234 593,617 - - 656,234 593,617
Public Assistance 1,102,747 1,097,327 - - 1,102,747 1,097,327
Education 48,412 44,510 - - 48,412 44,510
Recreation and Cultural Services 123,798 112,749 - - 123,798 112,749
Interest on Long-Term Debt 25,741 17,544 -- -- 25,741 17,544
Airport - - 124,466 125,522 124,466 125,522
Waste Management -- - 125,472 105,149 125,472 105,149
Compressed Natural Gas - -- 299 367 299 367
Total Expenses 3,780,570 3,635,152 250,237 231,038 4,030,807 3,866,190
Excess before Transfers 293,183 239,272 79,561 80,170 372,744 319,442
Transfers 10,767 25,922 (10,767) (25,922) - -
Change in Net Position 303,950 265,194 68,794 54,248 372,744 319,442
Net Position - Beginning
of the Year, as Restated 848,923 989,997 1,243,068 1,195,712 2,091,991 2,185,709
Net Position - End of the Year $ 1152873 $ 1,255191 $ 1,311,862 $ 1,249,960 $ 2,464,735 $ 2,505,151

* The balances shown in FY 2017 have not been restated to include adjustments in Note 2, Change in Accounting Principle
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The County’s net position, excluding the restatement of net position, increased by $372,744 during the current fiscal
year. Revenues for the year totaled $4,403,551 an increase of $217,919 from prior year’s total revenues. Expenses
totaled $4,030,807 an increase of $164,617 from the previou