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Maturity Date 

(July 1) 

2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

2021 

* Term Bond 

Table 1 

Maturities, Principal Amounts, Interest Rates 

and Yields 

Principal 

Maturing Coupon 

160,000 2.000 % 

165,000 2.000 

165,000 2.000 

170,000 2.500 

175,000 3.000 

180,000 3.500 

185,000 3.500 

190,000 3.600 

200,000 4.000 

205,000 4.000 

215,000 4.000 

225,000 4.250 

230,000 4.500 

245,000 4.500 

255,000 4.500 

265,000 4.500 

565,000* 4.700 

-- - ----- -·-

Reoffering yield 

------ - -

---------

---- --- -

--- ---- ---

- -------- --

--- ---

- ----·-

--- �-----

- ----� -

------

---- -

- ------

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

or Price 

1.250% 

1.500 

1.850 

2.300 

2.750 

3.100 

3.400 

3.600 

3.800 

3.900 

4.050 

4.150 

4.300 

4.400 

4.500 

4.600 

4.700 

This Official Statement does not constitute an offering of any security other than the Bonds 
specifically offered hereby and such offering is made solely by means of this Official 
Statement. 
No dealer, broker, salesman or other person has been authorized by the District to give any in
formation, or to make any representations other than those contained in this Official Statement 
and, if given or made, such other information or representations must not be relied upon as 
having been authorized. This Official Statement does not constitute an offer by any person to 
sell or the solicitation by any person of an offer to buy and there shall be no sale of the Bonds 
by any person in any jurisdiction in which it is unlawful for that person to make such offer. solic

itation, or sale. 

The information set forth herein has been obtained from sources that are believed to be reli
able, but that information is not guaranteed as to accuracy or completeness. The information 
and expressions of opinion herein are subject to change without notice, and neither the deliv
ery of this Official Statement, nor any sale made hereunder shall, under any circumstances, 
create any implication that there has been no change since the date hereof in the matters 
which are material to the full and punctual payment of debt service on the Bonds. 

In the reliance upon exemptions contained in such acts, the Bonds have not been registered 
under the Securities Act of 1933, nor has the Indenture of Trust been qualified under the Trust 
Indenture Act of 1939. The registration or qualification of the Bonds in accordance with applica
ble provisions of securities laws of any states in which the Bonds have been registered or qual
ified and the exemption from registration or qualification in other states cannot be regarded as 
a recommendation. Neither those states nor any of their agencies have passed upon the merits 
of the Bonds or the accuracy or completeness of this Official Statement. 
Other than with respect to information concerning Financial Security Assurance Inc. ("Financial 
Security") contained under the caption "Bond Insurance· and Exhibit F specimen "Municipal 
Bond Insurance Policy" herein, none of the information in this Official Statement has been sup

plied or verified by Financial Security and Financial Security makes no representation or war
ranty. express or implied, as to (i) the accuracy or completeness of such information: (ii) the 
validity of the Bonds; or (iii) the tax exempt status of the interest on the Bonds. 

INTRODUCTORY SUMMARY 

STATEMENT 

This summary statement is subject in all 
respects to the more complete information 
in this Official Statement, including the 
Appendices hereto, and the offering of the 
Bonds to potential investors is made only 
by means of the entire Official Statement. 
Definitions of certain terms used in this 
Official Statement are provided in APPEN
DIX B - SUMMARY OF CERTAIN PROVI
SIONS OF THE INDENTURE . 

Purpose 

The purpose of this Official Statement, 
which includes all pages herein and ap
pendices hereto, is to provide certain infor
mation concerning the South Coast Water 
District (the "District"), the District's water 
supply, treatment and distribution system, 
and the District's wastewater collection, 
treatment and disposal system (collective
ly, the "Enterprise"), financial information 
concerning the District, and the economy 
of the service area of the District, in con
nection with the sale by the District of 
$3,795,000 principal amount of the South 
Coast Water District 2003 Enterprise 
Revenue Refunding Bonds (the "Bonds"). 

Authority for Issuance 

The Bonds are being issued pursuant to 
the provisions of Articles 10 and 11, 
Chapter 3 of Part 1 of Division 2, Title 5 of 
the California Government Code, com
mencing with Section 53570 of said Code 
(the "Bond Law") and under an Indenture 
of Trust dated as of April 1, 2003 (the 
"Indenture"), between the District and BNY 
Western Trust Company, Los Angeles, 
California, as trustee (the "Trustee"). 

The Refunding 

The Coastal Districts Financing Authority 
issued its Capital Facilities Revenue 
Bonds, Issue of 1993, on behalf of the 
District (the "1993 Bonds") to finance the 
acquisition of a water entitlement from the 
Metropolitan Water District of Southern 
California and the improvement of certain 
facilities to be used by the District for 
water, water reclamation and sanitation 
purposes. The Bonds are being issued for 
the purpose of providing funds which, to
gether with other available funds, are suffi
cient to refund and defease the 1993 
Bonds. The 1993 Bonds were dated June 
1 , 1993, and issued in the original princi
pal amount of $4,380,000. Under the re
funding plan, the 1993 Bonds will be paid 
and redeemed in full on July 1, 2003. A 
portion of the proceeds of the Bonds will 
be used to fund a reserve for the Bonds 
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and to pay costs associated with the 
Bonds' issuance; no new facilities will be 
built with the proceeds of the Bonds. 

The District 
The South Coast Water District was estab
lished in 1932 and operates under provi
sions of the County Water District Law, 
Division 12, Section 30000 et.seq. of the 
California Water Code. The Board of 
Directors of the District consists of five 
members elected at large for four-year 
overlapping terms. The President of the 
Board and other officers are selected by a 
vote of the members of the Board. A 
General Manager, who serves at the plea
sure of the Board, is responsible for imple
menting Board policy and administering 
District operations. 
The District has a 2002/03 assessed valu
ation of $6,806,050,627. The ratio of direct 
debt to assessed valuation is 0.10% and 
the ratio of total direct and overlapping tax 
and assessment debt to assessed valua
tion is .53%. Based on an estimated popu
lation of 40,000 in the District's service 
area, per capita direct debt is $177 per 
capita total direct and overlapping tax and 
assessment debt is $268 and per capita 
assessed valuation is $170, 151. 
The District is located on the Orange 
County coast and primarily serves the City 
of Dana Point and portions of Laguna 
Beach. The western boundary is the 
Pacific Ocean and the eastern boundary 
runs along the coastal ridge of Niguel Hills 
with the City of Laguna Niguel. 

Security 
The Bonds are secured by a first pledge of 
all of the Tax Revenues and all of the Net 
Revenues from the Enterprise. In addition, 
the Bonds are secured by a pledge of all 
of the moneys in the Bond Service Fund 
and the Reserve Fund, including all 
amounts derived from the investment of 
such moneys. See "SECURITY FOR THE 
BONDS - Pledge of Tax Revenues and 
Net Revenues". 

Rate Covenant 
In the Indenture, the District covenants 
that it will fix, prescribe, revise and collect 
rates, fees and charges for the services 
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and facilities furnished by the Enterprise 
during each fiscal year which, taking into 
account allowances for contingencies, 
are sufficient to yield estimated Net 
Revenues which, together with the 
amount of Tax Revenues estimated by 
the District to be received during such 
Fiscal Year, are at least equal to 125% of 
the aggregate amount of principal of and 
interest on the Bonds and any Parity 
Obligations coming due and payable dur
ing such Fiscal Year. See "SECURITY 
FOR THE BONDS - Rate Covenant". 

Parity Obligations 

In addition to the 1993 Bonds, the District 
has two certificates of participation issues 
and one other revenue bond outstanding 
which are also secured by a first lien 
pledge of the Tax Revenues and Net 
Revenues. The District may issue addi
tional obligations on parity with or subor
dinate to the Bonds under certain 
circumstances as set forth in the 
Indenture. See "SECURITY FOR THE 
BONDS - Limits on Parity Obligations". 

Bond Insurance 

The scheduled payment of principal of 
an<:1 interest on the Bonds when due will 
be guaranteed under an insurance policy 
to be issued concurrently with the deliv
ery of the Bonds by FINANCIAL SECURI
TY ASSURANCE INC. See "Municipal 
Bond Insurance" and APPENDIX F
Specimen Municipal Bond Insurance 
Policy" herein. 

Selected Essential Facts 

Table 2 shows selected essential facts re
lating to the Bonds and the District. 



The Bonds 

Principal Amount 

Dated Date 

Rating 

Maturities (July 1 )  

Average Life 

Bank Qual ified 

Table 2 
Selected Essential Facts 

Maturities subject to optional redemption 

Purpose 

Payment Source 

Obligation 

Coverage Covenant 

_ __ $ 3 ,795 ,000 

___ _  April 8, 2003 

Aaa/AAA FSA Insured 

2004 to 2021 
-- ----- ----

10 .7 Years 

Yes 

July 1 ,  201 0 to 202 1 

Refunding of 1 993 Bonds 

Tax Revenues & Enterprise 

Net Revenues 
- - --�-

Absolute and Unconditional 

1 .25x 

4 . 1 3x Coverage Fiscal Year 200 1 /02 

Service Area Coastal a rea of Southern Orange County, CA 

Financial and Economic Data 

Primary Customer Type 

Largest Customer as Percentage of Total Sales 

2002/03 Assessed Valuation 

Ratio d irect debt to assessed value 

Ratio combined direct debt to assessed value 

Table 3 

- --·- ·· -

Residential 

2 .20% 

--��06 ,050 ,627 

0 . 1 0% 

0 .53% 

Estimated Sources and Uses of Funds 
to Refund the 1993 Bonds 

Sources of Funds 

$3,795,000 
- ---

468,349 

Principal Amount of Bonds 

Transfer from Prior Issue Funds 

Total Sources of Funds 
---- ---- --

$4,263 ,349 

Uses of Funds 

$3,798,623 1 993 Escrow Deposit 

Cost of l ssuance 1 

Debt Service Reserve 

Total Uses of Funds 

- -- -

1. Includes underwriter's discount. legal and rating agencies' fees, 

the premium for the financial guaranty insurance policy relating to 

the Bonds, and other costs of issuance. 

1 58 ,31 8 

306 ,408 

$4,263,349 

THE BONDS 

Sale of the Bonds 
Bids for the pu rchase of the Bonds wil l be 
received on behalf of the D istrict at the of
fices of DLCO Financia l ,  1 5625 E .  
Stafford Street , Suite 200, Industry, 
California 91 7 44, Wednesday, March 25 ,  
2003. The winning bidder was Stone & 
Youngberg LLC which bid at a true inter
est rate of 4 . 197%. The Bonds offered for 
sale are generally described below. 
Details of the terms of the sale are con
tained in the Official Notice of Sale. 

General Description 

The Bonds are being issued in fu l ly regis
tered form without coupons in denomina
tions of $5 ,000 or any integral multiple 
thereof. The Bonds wil l  be dated as of the 
date of original del ivery of the Bonds and 
will mature on July 1 in the years and in 
the respective principal amounts and bear 
interest at the respective rates per 
annum, as set forth in Table 1 .  

I nterest on the Bonds is payable semian
nually on July 1 and January 1 ,  calculated 
on the basis of a 360-day year comprised 
of twelve 30-day months, commencing 
July 1 ,  2003 (each, an " Interest Payment 
Date"). Interest on the Bonds is payable 
from the Interest Payment Date next 
preceding the date of authentication 
thereof unless: 

(a) a Bond is authenticated between an 
Interest Payment Date and the 1 5th cal
endar day of the month immediately pre
ceding such Interest Payment Date (each , 
a "Record Date"), in which event it wil l 
bear interest from such Interest Payment 
Date; or 

(b) a Bond is authenticated on or before 
the first Record Date , in which event inter
est thereon will be payable from the date 
of original del ivery of the Bonds; or 

(c) interest on any Bond is in default as 
of the date of authentication thereof, in 
which event interest thereon will be 
payable from the date to which interest 
has been paid in ful l ,  payable on each 
I nterest Payment Date. 

I nterest is payable on each I nterest 
Payment Date to the persons in whose 
names the ownership of the Bonds is reg
istered on the Bond registration books 
maintained by the Trustee (the 
"Registration Books") at the close of busi-
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ness on the immediately preceding 
Record Date, except as provided below. 
Interest on any Bond which is not punctu
ally paid or duly provided for on any 
I nterest Payment Date is payable to the 
person in whose name the ownership of 
such Bond is registered on the 
Registration Books at the close of busi
ness on a special record date for the pay
ment of such defaulted interest to be fixed 
by the Trustee , notice of which is given 
to such Owner by first-class mail not 
less than 1 0  days prior to such special 
record date. 

The Trustee wil l  pay interest on the Bonds 
by check of the Trustee mailed by first 
class mail , postage prepaid , on each 
Interest Payment Date to the Owners of 
the Bonds at their respective addresses 
shown on the Registration Books as of 
the close of business on the preceding 
Record Date. At the written request of the 
Owner of Bonds in an aggregate principal 
amount of at least $ 1 ,000,000, which writ
ten request is on file with the Trustee as 
of any Record Date, the Trustee wil l pay 
interest on such Bonds on each succeed
ing Interest Payment Date by wire transfer 
in immediately available funds to such ac
count of a financial institution within the 
U nited States of America as specified in 
such written request, which written re
quest wil l  remain in effect unti l rescinded 
in writing by the Owner. The Trustee wil l  
pay principal on the Bonds i n  lawful 
money of the United States of America by 
check of the Trustee upon presentation 
and surrender thereof at the Office of the 
Trustee. 

The Bonds will be in itia l ly issued in book
entry form as described more fully below. 
So long as the Bonds are held in book
entry form. payment of the principal of 
and interest on the Bonds, and provisions 
relating to the transfer and exchange of 
the Bonds, will be governed by the proce
dures established under the book-entry 
system. See "Book-Entry System" and 
APPENDIX E: Book Entry Only System 
below. 

Bank Qualified 

The I nternal Revenue Code of 1 986 (the 
"Tax Code") general ly prohibits the deduc
tion of interest on indebtedness incurred 
or continued by a bank or other financial 
institution to purchase or carry tax-exempt 
obligations, such as the Certificates. The 
Tax Code, however, contains an exception 
to this provision which permits an 80 per-
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cent deduction for interest expense of 
banks and other financial institutions al lo
cable to their investments in tax-exempt 
obl igations to the extent they purchase 
obl igations of certain smal l  governmental 
units (i) that together with all subordinate 
entities thereof do not reasonably expect 
to issue in the aggregate more than 
$ 1 0,000,000 of tax-exempt obligations 
(not counting private activity bonds other 
than qualified 501 (c)(3) bonds) in a calen
dar year, and ( i i )  that designate such 
obl igations as qualifying for the exception. 
The District has ( i) represented that it ex
pects that it and al l subordinate entities 
thereof will not issue in the aggregate 
more than $10 ,000,000 of tax-exempt 
obligations during calendar year 2003, 
and ( i i )  designated the Bonds as qual ify
i ng for such exception. 

Optional Redemption 

The Bonds maturing on or before July 1 ,  
2009, are not subject to redemption prior 
to their respective stated maturities. The 
Bonds maturing on or after Ju ly 1 ,  20 10 ,  
are subject to  redemption i n  whole, o r  i n  
part among maturities on  such basis as 
specified by the District, and in any event 
by lot within a maturity, at the option of 
the District, from any avai lable source of 
funds, on any date on or after July 1 ,  
2009 , at a redemption price equal to 
1 00% of the principal amount thereof to 
be redeemed together with accrued inter
est thereon to the redemption date, plus a 
redemption premium for each Bond to be 
redeemed equal to 1 /8 of 1 %  for each 
whole year and any remaining fraction of 
a whole year between the redemption 
date and the stated maturity date of 
such Bond . 

Mandatory Sinking Account 
Redemption 

The Bonds maturing July 1 ,  2021 , consti
tute Term Bonds which are subject to 
Mandatory Sinking Account Redemption.  
by lot, on July 1 of each year as shown in 
the following table, from Mandatory 
Sinking Account payments made by the 
District at a price equal to the principal 
amount thereof to be redeemed together 
with accrued interest thereon to the re
demption date, without premium. 

Mandatory Sinking 
Fund Redemption 
Date (July 1 )  

2020 

2021 (Matu rity) 

Principal 
Amount to be 

Redeemed 

$275,000 

290,000 

Special Mandatory Redemption 
From Insurance and Sale Proceeds 

The Bonds are also subject to redemption 
as a whole or in part, on any Interest 
Payment Date, from and to the extent of 
the proceeds of disposition of Enterprise 
properties or the proceeds of hazard in
surance not used to repair or rebuild the 
Enterprise, which proceeds are required 
to be used for such pu rpose, at a redemp
tion price equal to 1 00% of the principal 
amount of the Bonds plus interest ac
crued thereon to the date fixed for re
demption, without premium. 

Notice of Redemption 
The Trustee on behalf and at the expense 
of the District shal l  mail (by first class 
mail) notice of any redemption to the re
spective Owners of any Bonds designated 
for redemption at their respective ad
dresses appearing on the Registration 
Books, and to the Bond Insurer. the 
Securities Depositories and to one or 
more Information Services, at least 30 but 
not more than 60 days prior to the date 
fixed for redemption; provided , however, 
that neither fai lure to receive any such no
tice so mailed nor any defect therein will 
affect the valid ity of the proceedings for 
the redemption of such Bonds or the ces
sation of the accrual of interest thereon. 



Such notice must state the date of the no
tice, the redemption date, the redemption 
place and the redemption price and must 
designate the CUSIP numbers, the Bond 
numbers and the maturity or maturities ( in 
the event of redemption of al I of the 
Bonds of such maturity or maturities in 
whole) of the Bonds to be redeemed, and 
must require that such Bonds be then sur
rendered at the designated office of the 
Trustee identified in such notice for re
demption at the redemption price, giving 
notice also that further interest on such 
Bonds wi l l  not accrue from and after the 
redemption date. 

Manner of Redemption 

Whenever provision is made for the re
demption of less than al l of the Bonds, the 
Trustee shal l  select the Bonds to be re
deemed by lot in any manner that the 
Trustee in its sole discretion deems ap
propriate. For purposes of such selection. 
all Bonds will be deemed to be comprised 
of separate $5,000 denominations and 
such separate denominations will be treat
ed as separate Bonds that may be sepa
rately redeemed . 

Partial Redemption of Bonds 

If only a portion of any Bond is called for 
redemption , then upon surrender of such 
Bond the District shall execute and the 
Trustee shal l  authenticate and deliver to 
the Owner thereof. at the expense of the 

District, a new Bond or Bonds of the 
same series and maturity date, of autho
rized denominations in aggregate princi
pal amount equal to the unredeemed 
portion of the Bond to be redeemed . 

Effect of Redemption 

From and after the date fixed for redemp
tion, if notice of redemption has been duly 
mailed and funds available for the pay
ment of the principal of and interest (and 
premium, if any) on the Bonds so cal led 
for redemption have been duly provided . 
such Bonds so called shall cease to be 
entitled to any benefit under the I ndenture 
other than the right to receive payment of 
the redemption price, and no interest 
shall accrue thereon from and after the 
redemption date specified in such notice. 

BookwEntry System 

The Bonds wil l be registered in the name 
of Cede & Co . .  as nominee of the 
Depository Trust Company, New York , 
New York ("DTC"). OTC will act as securi
ties depository of the Bonds. Ownership 
interests in the Bonds may be purchased 
in book-entry form only, in denominations 
of $5,000 or any integral multiple thereof. 
While OTC acts as securities depos itory 
for the Bonds, all payments of principal of 
and interest and premium, if any, on the 
Bonds wi l l  be made to Cede & Co . ,  as 
nominee of DTC. For information with re
spect to the payment and transfer of the 
Bonds, see APPENDIX E: Book-Entry 
Only System . 

No Litigation 

There is no l itigation pending or, to the 
District's knowledge, threatened in any 
way to restrain or enjoin the issuance, ex
ecution or delivery of the Bonds, to con
test the validity of the Bonds, the 
Indenture or any proceedings of the 

District with respect thereto . In the opin
ion of the District and its counsel , there 
are no lawsuits or claims pending against 
the District which will materia l ly affect the 
District's finances so as to impair the abil
ity to pay principal of and interest on the 
Bonds when due. 

Tax Opinion 

In  the opinion of Jones Hall , A 
Professional Law Corporation. San 
Francisco, California, Bond Counsel , sub
ject, however, to the qual ifications set 
forth below, under existing law. the inter
est on the Bonds is excluded from gross 
income for federal income tax purposes, 
and such interest is not an item of tax 
preference for purposes of the federal al
ternative minimum tax imposed on i ndi
viduals and corporations, provided, 
however, that, for the purpose of comput
ing the alternative minimum tax imposed 
on corporations (as defined for federal in
come tax purposes), such interest is 
taken into account in determining certain 
income and earnings. 

The opinions set forth in the preceding 
paragraph are subject to the condition 
that the District comply with all require
ments of the Internal Revenue Code of 
1 986 that must be satisfied subsequent 
to the issuance of the Bonds in order that 
such interest be, or continue to be, ex
cluded from gross income for federal in
come tax purposes. The District has 
covenanted to comply with each such re
quirement. Failure to comply with certain 
of such requirements may cause the in
clusion of such interest in gross income 
for federal income tax purposes to be 
retroactive to the date of issuance of the 
Bonds. 

In the further opinion of Bond Counsel , 
interest on the Bonds is exempt from 
California personal income taxes. 

Owners of the Bonds should also be 
aware that the ownership or disposition 
of, or the accrual or receipt of i nterest on, 
the Bonds may have federal or state tax 
consequences other than as described 
above. Bond Counsel expresses no opin
ion regarding any federal or state tax 
consequences arising with respect to the 
Bonds other than as expressly described 
above. A copy of Bond Counsel 's pro
posed opinion , including its opinion as to 
the tax status of the Bonds, is attached to 
this Official Statement as APPENDIX C .  
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Date Principal 

7/01 /2003 

1 /01 /2004 

7/01 /2004 $1 60,000 

1 /0 1 /2005 

7/01 /2005 1 65,000 

1 /01 /2006 

7/0 1 /2006 1 65 ,000 

1 /01 /2007 

7/01 /2007 1 70,000 

1 /01/2008 

7/01 /2008 1 75 ,000 

1 /0 1 /2009 

7/01 /2009 1 80,000 

1 /01 /20 1 0  

7/01/201 0  1 85,000 

1 /01/201 1  

7/01 /2011 1 90,000 

1 /0 1 /2012 

7/0 1 /2012 200 ,000 

1 /01 /2013  

7/01 /201 3  205,000 

1 /0 1 /2014 

7/0 1 /2014 21 5,000 

1 /01/2015  

7/01/20 1 5  225,000 

1 /0 1/20 16  

7/01 /2016 230,000 

1 /01 /20 1 7  

7/0 1 /20 1 7  245 ,000 

1 /01 /20 1 8  

7/0 1 /2018  255,000 

1 /0 1 /20 19  

7/0 1 /201 9  265,000 

1 /01 /2020 

7/01 /2020 275,000 

1 /0 1 /2021 

7/0 1 /2021 290,000 

Total $3,795,000 
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Table 4 
Debt Service Payments 

Interest 

$33 ,340.06 

72 ,303.75 

72 ,303.75 

70,703 .75 

70,703 .75 

69,053.75 

69,053.75 

67,403.75 

67,403.75 

65,278.75 

65,278.75 

62,653.75 

62,653.75 

59 ,503.75 

59,503. 75 

56,266.25 

56,266.25 

52,846.25 

52,846.25 

48,846.25 

48,846.25 

44 , 746.25 

44 , 746.25 

40,446.25 
- ·· -

40,446.25 

35,665.00 

35,665.00 

30 ,490.00 

30 ,490.00 

24,977 . 50 

24,977 .50 

1 9 ,240 .00 

1 9.240.00 

1 3.277.50 

1 3 .277 .50 

6 .81 5 .00 

6 ,81 5 .00 

$ 1 ,  71 4 ,375.06 

Semiannual Fiscal 

Total Total 

$33 ,340.06 $33,340.06 

72 ,303.75 

232 ,303 .75 304,607.50 

70 ,703.75 

235 , 703 .75 306,407.50 

69 ,053.75 

234,053 .75 303 ,1 07.50 

67,403.75 

237,403.75 304,807.50 

65,278 .75 

240,278.75 305, 557 .50 

62 ,653.75 

242,653 .75 305, 307 .50 

59 ,503.75 

244 ,503 .75 304,007 .50 

56,266.25 

246,266.25 302,532.50 

52,846.25 

252,846.25 305,692.50 

48,846.25 

253,846 .25 302 ,692.50 

44, 746.25 

259 ,746 .25 304,492.50 

40,446.25 

265,446.25 305,892.50 

35,665.00 

265 ,665 .00 301 ,330.00 

30,490 .00 

275 ,490 .00 305,980.00 

24,977.50 

279,977 .50 304,955.00 

1 9,240.00 

284 ,240.00 303,480.00 

1 3,277.50 

288,277 .50 301 ,555.00 

6,81 5 .00 

296,81 5 .00 303,630.00 

$5,509 ,375.06 $5,509,375.06 



SECU RITY FOR THE BONDS 

Pledge of Tax Revenues 

and Net Revenues 

The Bonds are secured by a first pledge 
of all of the Tax Revenues and all of the 
Net Revenues of the District. In addition, 
the Bonds are secured by a pledge of all 
of the moneys in the Bond Service Fund 
and the Reserve Fund which are estab
l ished under the Indenture, includ ing al l 
amounts derived from the investment of 
such moneys. The Bonds and any Parity 
Obl igations are equally secured by a 
pledge, charge and l ien upon the Tax 
Revenues and the Net Revenues and 
such moneys without priority for series, 
issue, number or date and the payment of 
the interest on and principal of the Bonds 
shall be and are secured by an exclusive 
pledge, charge and lien upon the Tax 
Revenues, the Net Revenues and such 
moneys. So long as any of the Bonds are 
outstanding , the Tax Revenues, the Net 
Revenues and such moneys may not be 
used for any other purpose; except as ex
pressly permitted by the Indenture .  

The Net Revenues which are pledged to 
the Bonds are defined generally to be al l  
Gross Revenues received by the District 
from the operation of the District's water 
supply, treatment and distribution system, 
and the District's wastewater co l lection ,  
treatment and d isposal system (collective
ly, "the Enterprise") , less all Operation 
and Maintenance Costs paid by the 
District for mainta ining and operating the 
Enterprise. For the complete definition 
of these and other terms , see APPENDIX 
B - Summary of Certain Provisions of 
the Indenture. 

Flow of Funds 
The District has previously established the 
General Fund, which it will continue to 
hold and maintain for the purposes and 
uses set forth in the Indenture. The 
District shal l deposit all Tax Revenues and 
Gross Revenues in the General Fund 
promptly upon the receipt thereof, and 
shal l  apply amounts in the General Fund 
solely for the uses and purposes set forth 

in the Indenture and for the uses and pur
poses set forth in the documents authoriz
ing the issuance of any Parity Obligations. 

It is the intention of the District that the 
Bonds will be payable entirely from the 
Tax Revenues, and that all of the Tax 
Revenues received in any Fiscal Year will 
be applied to the payment of the principal 
of and interest on the Bonds before 
any Net Revenues are applied for 
such purpose. 

The District is required to withdraw 
amounts on deposit in the General Fund 
and apply such amounts at the times and 
for the purposes, and in the priority, as fol
lows : 

( i) Bond Service Fund . On or before the 
3rd Business Day preceding each Interest 
Payment Date , the District will withdraw 
from the General Fund and pay to the 
Trustee for deposit into the Bond Service 
Fund (which the Trustee will establ ish and 
hold in trust under the Indenture) an 
amount which, together with other avail
able amounts then on deposit in the Bond 
Service Fund , is at least equal to the ag
gregate amount of principal of and inter
est coming due and payable on the Bonds 
on such Interest Payment Date, includ ing 
the principal amount of the Term Bonds 
subject to mandatory sinking fund re
demption on such Interest Payment Date. 

( i i )  Reserve Fund.  If the amount on de
posit in the Reserve Fund at any time falls 
below the Reserve Requirement. the 
Trustee will promptly notify the District of 
such fact and the District will promptly ( i )  
withdraw the amount of such insufficiency 
from available Tax Revenues (first) and 
Net Revenues (second) on deposit in the 
General Fund, and (ii) transfer such 
amount to the Trustee for deposit in the 
Reserve Fund . No deposit need be made 
in the Reserve Fund so long as the bal
ance therein at least equals the Reserve 
Requirement. If the amount on deposit in 
the Reserve Fund exceeds the Reserve 
Requirement, the Trustee wi l l  transfer 
such excess amount to the Bond Service 
Fund. See "Reserve Fund" below. 

( i i i )  Redemption Fund. If the District 
elects to redeem outstanding Bonds , the 
District will transfer to the Trustee for de
posit into the Redemption Fund (which 
the Trustee will thereupon establ ish and 
hold in trust under the Indenture) an 
amount at least equal to the redemption 
price of the Bonds, excluding accrued in-

terest, which is payable from the Bond 
Service Fund . In addition , the District will 
transfer or cause to be transferred to the 
Trustee all amounts required to redeem 
any Bonds which are subject to redemp
tion under the Indenture , when and as 
such amounts become available. The 
Trustee is required to apply amounts in 
the Redemption Fund solely for the pur
pose of paying the redemption price of 
Bonds to be redeemed under the 
Indenture. Following any such redemption 
of the Bonds, any moneys remaining in 
the Redemption Fund wil l be transferred 
by the Trustee to the District for deposit 
into the General Fund. 

The District covenants under the 
Indenture to manage, conserve and apply 
moneys in the General Fund in such a 
manner that al l  of the foregoing deposits 
will be made at the times and in the 
amounts so requ ired . Subject to the fore
going sentence, so long as no Event of 
Default has occurred and is continuing 
under the Indenture, the District may at 
any time use and apply moneys in the 
General Fund for any one or more of the 
purposes relating to the Enterprise. All 
moneys in the General Fund may be in
vested by the District from time to time in 
any securities in which the District may 
legally invest funds subject to its control . 

Reserve Fund 
In order to further secure the payment of 
principal of and interest on the Bonds ,  a 
portion of the Bond proceeds wil l be de
posited into the Reserve Fund in an 
amount equal to the Reserve 
Requirement. The "Reserve Req uirement" 
is defined in the Indenture to mean an 
amount equal to the maximum amount of 
principal of and interest on the Bonds 
coming due and payable in the current or 
any future Bond Year. 

If the amounts on deposit in the Bond 
Service Fund on any Interest Payment 
Date are insufficient to pay the principal 
of and interest on the Bonds then coming 
due, the Trustee is required under the 
I ndenture to withdraw the amount of such 
insufficiency from the Reserve Fund and 
transfer it to the Bond Service Fund. On 
the date on which all Bonds are retired , 
any moneys then on deposit in the 
Reserve Fund wil l  be withdrawn by the 
Trustee and paid to the District. 

As described above, if at any time the 
amount on deposit in the Reserve Fund is 
less than the Reserve Requ irement, the 
District is required to pay from Tax 
Revenues to the Trustee the amount of 
such deficiency as provided in the 
Indenture. Any amounts on deposit in the 
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Reserve Fund at any time in excess of the 
Reserve Requirement will be transferred 
by the Trustee to the Bond Service Fund. 

Rate Covenant 

The District will fix, prescribe. revise and 
collect rates. fees and charges for the ser
vices and facilities furnished by the 
Enterprise during each Fiscal Year that 
are at least sufficient. after making al
lowances for contingencies and error in 
the estimates. to pay the following 
amounts in the following order: 

(i) all Operation and Maintenance Costs 
estimated by the District to become due 
and payable in the Fiscal Year; 

(ii) The principal of and interest on the 
Bonds and any Parity Obligations as they 
come due and payable during the Fiscal 
Year. without preference or priority ; 

(iii) all payments coming due and 
payable during the Fiscal Year and re
quired for compliance with the Indenture 
and the documents authorizing any Parity 
Obligations; and 

(iv) all payments required to meet any 
other obligations of the District which are 
charges, liens, encumbrances upon or 
payable from the Gross Revenues during 
the Fiscal Year. 

In addition to the covenants set forth im
mediately above, the District will fix, pre
scribe, revise and collect rates, fees and 
charges for the services and facilities fur
nished by the Enterprise during each 
Fiscal Year which, taking into account al
lowances for contingencies, are sufficient 
to yield estimated Net Revenues which, 
together with the amount of Tax Revenues 
estimated by the District to be received 
during such Fiscal Year, are at least equal 
to 125% of the aggregate amount of prin
cipal of and interest on the Bonds and any 
Parity Obligations coming due and 
payable during such Fiscal Year. 

Limits on Parity Obligations 

The District may issue its bonds, notes or 
other obligations which are secured by a 
pledge of and lien on the Tax Revenues 
and the Net Revenues on a parity the 
pledge and lien which secures the Bonds 
(the "Parity Obligations") in such principal 
amount as it determines, subject to the 
following conditions precedent: 
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(a) No Event of Default (or no event with 
respect to which notice has been given 
and which, once all notice of grace peri
ods have passed, would constitute an 
Event of Default) has occurred and is 
continuing; and 
(b) The Tax Revenues and the Net 
Revenues (excluding Development 
Impact Fees), calculated in accordance 
with sound accounting principles, as 
shown by the books of the District for the 
latest Fiscal Year or as shown by the 
books of the District for any more recent 
1 2  month period selected by the District, 
in either case verified by a certificate or 
opinion of an Independent Accountant or 
Financial Consultant employed by the 
District, plus (at the option of the District) 
certain Additional Revenues, must be at 
least equal to 125% of the amount of 
Maximum Annual Debt Service; and 

(c) Interest on the Parity Obligations 
may be payable only on January 1 and 
July 1 ,  and principal thereof may be 
payable only on July 1 in any year in 
which principal is payable and 

(d) There must be established from the 
proceeds of the Parity Obligations a re
serve fund for the security of the Parity 
Obligations, in an amount equal to the 
lesser of (i) the maximum amount of debt 
service required to be paid by the District 
with respect to the Parity Obligations dur
ing any Fiscal Year, or (ii) the maximum 
amount then permitted under the Internal 
Revenue Code. Such amount may be 
maintained in the form of a surety bond, 
letter of credit or other credit instrument, 
provided that the maintenance of such re
serve fund in such form does not ad
versely affect any rating then assigned to 
the Bonds. Any reserve established for 
Parity Obligations will only secure those 
Parity Obligations, and the Bond owners 
will have no interest in such reserve. 

Net Proceeds of Insurance 
The District will at all times maintain with 
responsible insurers all such insurance 
on the Enterprise as is customarily main
tained with respect to works and proper
ties of like character against accident to, 
loss of or damage to the Enterprise.  If 
any useful part of the Enterprise is dam-

aged or destroyed ,  such part must be re
stored to usable condition . All amounts 
collected from insurance against accident 
to or destruction of any portion of the 
Enterprise must be used to repair or re
build such damaged or destroyed portion 
of the Enterprise, and to the extent not so 
applied, must be applied on a pro rata 
basis to redeem the Bonds and any Parity 
Obligations in accordance with the 
Indenture and the documents authorizing 
such Parity Obligations. respectively. The 
District shall also maintain, with responsi
ble insurers, worker's compensation insur
ance and insurance against public liability 
and property damage to the extent rea
sonably necessary to protect the District, 
the Trustee and the Owners of the Bonds. 
All amounts collected from insurance 
against accident to or destruction of any 
portion of the Enterprise constitute Gross 
Revenues and must be used to repair, re
build or replace such damaged or de
stroyed portion of the Enterprise or 
otherwise as permitted by the Indenture. 

Debt Service Requirements 
Table 4 shows the estimated debt service 
payable on the Bonds. 



BOND INSURANCE 

Bond Insurance Pol icy 
Concurrently with the issuance of the 
Bonds, Financial Security Assurance Inc. 
("Financial Security") wil l  issue its 
Municipal Bond Insurance Po licy for the 
Bonds (the "Policy") .  The Policy guaran
tees the scheduled payment of principal 
of and interest on the Bonds when due as 
set forth in the form of the Pol icy included 
as an exhibit to this Official Statement. 

The Pol icy is not covered by any insur
ance security or guaranty fund estab
lished under New York, California, 
Connecticut or Florida insurance law. 

Financ ial Security Assurance Inc. 

Financial Security is a New York domi
ciled insurance company and a wholly 
owned subsidiary of Financial Security 
Assurance Hold ings Ltd. ("Holdings" ). 
Holdings is an indirect subsidiary of 
Dexia, S.A. . a publicly held Belgian cor
poration. Dexia, S.A. , through its bank 
subsidiaries, is primarily engaged in the 
business of public finance in France, 
Belgium and other European countries. 
No shareholder of Holdings or Financial 
Security is l iable for the obligations of 
Financial Security. 

At September 30, 2002 Financial 
Security's total policyholders' surplus and 
contingency reserves were approximately 
$ 1 , 728,433,000 and its total unearned 
premium reserve was approximately 
$972,390,000 in accordance with statuto
ry accounting principles. At September 
30, 2002, Financial Security's total share
holder's equity was approximate ly 
$ 1 ,928,564,000 and its total net unearned 
premium reserve was approximately 
$81 4,684,000 in accordance with gener
a lly accepted accounting principles . 

The financial statements included as ex
hibits to the annual and quarterly reports 
filed by Hold ings with the Securities and 
Exchange Commission are hereby incor
porated herein by reference. Also incor
porated herein by reference are any such 
financial statements so filed from the date 
of this Official Statement until the termi
nation of the offering of the Bonds. 
Copies of materials incorporated by refer
ence will be provided upon request to 
Financial Security Assurance Inc . :  350 
Park Avenue, New York, New York 
1 0022 , Attention: Communications 
Department (telephone (212} 826-0 100) .  

The Policy does not protect investors 
against changes in market value of the 
Bonds, which market value may be im
paired as a result of changes in prevai l ing 
interest rates, changes in applicable rat
ings or other causes. Financial Security 
makes no representation regarding the 
Bonds or the advisability of investing in 
the Bonds. Financial Security makes no 
representation regarding the Official 
Statement, nor has it participated in the 
preparation thereof, except that Financial 
Security has provided to the Issuer the in
formation presented under this caption for 
inclusion in the Official Statement 

THE REFU NDING PLAN 

Description 

That portion of the proceeds from the sale 
of the Bonds not set aside in the Reserve 
Fund or used to pay costs of issuance of 
the Bonds, wil l be deposited into an 
Escrow Fund (the "Escrow Fund"), which 
will be established with BNY Western 
Trust Company. as escrow bank (the 
"Escrow Bank") under an Escrow Deposit 
and Trust Agreement with the District and 
the Coastal Districts Financing Authority 
(the "Escrow Agreement") . Moneys in the 
Escrow Fund , including amounts trans
ferred from available funds which are cur
rently held for the 1 993 Bonds , wil l be 
used exclusively to pay the principal of 
and interest and redemption premium on 
the 1 993 Bonds. 

Pursuant to the terms of the Escrow 
Agreement. an amount required to pay 
1 00% of the principal of and interest and 
redemption premium on the 1 993 Bonds 
coming due on July 1 ,  2003, will be in itial
ly deposited into the Escrow Fund . Such 
amount will be invested in a U .S .  govern
ment securities money market fund of the 
Escrow Bank through July 1 ,  2003. U nder 
the Escrow Agreement, the D istrict irrevo
cably elects to redeem al l of the 1 993 
Bonds on July 1 .  2003. As a result of the 
investment and application of funds under 
the Escrow Agreement, the 1 993 Bonds 
will be defeased in fu ll upon the issuance 
of the Bonds. and will be payable solely 
from amounts held for that purpose under 
the Escrow Agreement. 

Verification 

Grant Thornton, of Minneapol is, 
Minnesota, independent public accoun
tants, upon del ivery of the Bonds, wi l l  de
liver a report on the mathematical 
accuracy of certain computations con
tained in schedu les provided to them re
lating to the sufficiency of monies and 
securities deposited into the Escrow Fund 
to pay, when due, the principal , interest 
and redemption premium on the 1 993 
Bonds to be refunded . The report of Grant 
Thornton will include the statement that 
the scope of its engagement is limited to 
verifying the mathematical accuracy of the 
computations contained in such schedules 
provided to it, and that it has no obl igation 
to update its report because of events oc
curring, or data or information coming to 
its attention. subseq uent to the date of 
its report. 
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RISK FACTORS 

The folfowing information should be con
sidered by prospective investors in evalu
ating the Bonds. However, the following 
does not purport to be an exhaustive list
ing of risks and other considerations 
which may be relevant to investing in the 
Bonds. In addition, the order in which the 
following information is presented is not 
intended to reflect the relative importance 
of any such risks. 

The purchase of the Bonds involves in
vestment risk. If a risk factor material izes 
to a sufficient degree, it could delay or 
prevent payment of principal of and inter
est on the Bonds. Such risk factors in
clude, but are not l imited to, the following 
matters and should be considered . along 
with other information in this Official 
Statement. by potential investors. 

Revenues ;  Rate Covenant 

Revenues are dependent upon the de
mand for water services, which can be af
fected by population factors, more 
stringent treatment standards, regu lations, 
or problems with the District's water col
lection. treatment and disposal facilities. 
There can be no assurance that water 
service demand will be consistent with the 
levels contemplated in this Official 
Statement. A decrease in the demand for 
water services could require an increase 
in rates or charges in order to comply with 
the rate covenant. The District's ability to 
meet its rate covenant is dependent upon 
its capacity to increase rates without dri
ving down demand to a level insufficient to 
meet debt service on the Bonds, and may 
be subject to the restrictions discussed 
below under "Proposition 218."  

District Expenses 

There can be no assurance that expenses 
of the D istrict will be consistent with the 
levels contemplated in this Official 
Statement. Changes in technology, 
changes in quality standards, increases in 
the cost of operation or other expenses 
could require substantial increases in 
rates or charges in order to comply with 
the rate covenant in the Indenture. Such 
rate increases could drive down demand 
for water and related services or other
wise increase the possibility of nonpay
ment of the Bonds. 

Cal ifornia has recently experienced ad
verse conditions with regard to the cost of 
electricity throughout most of the State. 
The situation has resu lted in the filing of 
bankruptcy by Pacific Gas & E lectric 
("PG&E"), the primary power suppl ier for 
northern Cal ifornia, and i ncreased electric
ity bil l ings for most users of electricity in 
Ca lifornia. The short and long-range im
pact of these developments are unknown, 
but the cost and avai labi l ity of electricity 
has the potential to significantly affect eco
nomic development throughout the State. 
The cost of electricity has not adversely 
affected the operation or financial condi
tion of the District's Enterprise, a lthough 
the District cannot predict the potential im
pacts of any future energy cost increases. 

Insurance 

The Indenture obligates the District to ob
tain and keep in force various forms of in
surance or self-insurance, subject to 
deductibles. for repair or replacement of a 
portion of the Enterprise in the event of 
damage or destruction to such portion of 
the Enterprise . No assurance can be given 
as to the adequacy of any such self-insur
ance or any additional insurance to fund 
necessary repair or replacement of any 
other portion of the Enterprise. Significant 
damage to the Enterprise could cause the 
District to be unable to generate sufficient 
Net Revenues to pay principal of and in
terest on the Bonds. 

Limitations on Remedies Avai lable 
to Bond Owners 

The abil ity of the District to comply with its 
covenants u nder the I ndenture and to gen
erate Net Revenues sufficient to pay prin
cipal of and interest on the Bonds may be 
adversely affected by actions and events 
outside of the control of the District, and 
may be adversely affected by actions 
taken (or not taken) by voters. property 
owners, taxpayers or payers of assess
ments. fees and charges. See "Proposition 
2 18" below. Furthermore, any remedies 
available to the Owners of the Bonds upon 
the occurrence of an Event of Default 
under the I ndenture are in many respects 
dependent upon judicial actions. which are 
often subject to d iscretion and delay and 
could prove both expensive and time con
suming to obtain. 

In addition to the l imitations on Bond own
ers' remedies contained in the Indenture, 
the rights and obligations under the Bonds 
and the Indenture may be subject to the 
following: the United States Bankruptcy 
Code and appl icable bankruptcy, i nsolven
cy, reorganization , moratorium. or similar 
laws re lating to or affecting the enforce
ment of creditors' rights general ly, now or 
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hereafter in effect: usual equity principles 
which may l imit the specific enforcement 
under State law of certain remedies; the 
exercise by the United States of America 
of the powers delegated to it by the 
Federal Constitution; and the reasonable 
and necessary exercise. in certain excep
tional situations. of the police power inher
ent in the sovereignty of the State of 
Cal ifornia and its governmental bodies in 
the interest of serving a significant and le
gitimate public purpose. Bankruptcy pro
ceedings, or the exercise of powers by the 
federal or state government, if initiated . 
could subject the Owners of the Bonds to 
judicial discretion and interpretation of 
their rights in bankruptcy or otherwise. and 
consequently may entai l  risks of delay, lim
itation or modification of their rights. 

Natural Disasters 

From time to time, the District is subject to 
natural calamities that may adversely af
fect economic activity in the District which 
therefore may have a negative impact on 
District finances. There can be no assur
ance that the occurrence of any natural 
calamity wou ld not cause substantial inter
ference to the Enterprise, or that the 
D istrict would have insurance or other 
resources available to make repairs to 
the Enterprise. possibly impacting 
Net Revenues. 

The District, l ike most regions in 
California, is an area of significant seismic 
activity, and therefor. is subject to poten
tially destructive earthquakes. The casual
ty and liabil ity insurance may not cover 
losses due to earthquake. The I ndenture 
requires the District to obtain and maintain 
insurance with responsible insurers al l  
such insurance on the Enterprise as is 
customarily maintained with respect to 
works and properties of like character, and 
does not specifical ly requ ire the District to 
procure earthquake insurance. If there 
were to be an occurrence of severe seis
mic activity in the District. there could be 
substantial damage to and interference 
with the District's Enterprise, which could 
impact the receipt of Net Revenues. 

Loss of Tax-Exemption 

As discussed under the caption "TAX 
MATIERS" herein, interest on the Bonds 
could become includable in gross income 
for purposes of federal income taxation 
retroactive to the date the Bonds were is
sued, as a result of future acts or omis
sions of the District in violation of its 
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covenants in the Indenture. Should such 
an event of taxabil ity occur, the Bonds are 
not subject to special redemption and wil l 
remain Outstanding until maturity or until 
redeemed under other provisions set forth 
in the Indenture. 

Proposition 218 

Under the Cal ifornia Constitution, the 
power of initiative is reserved to the voters 
for the purpose of enacting statutes and 
constitutional amendments. Over the past 
18 yea rs . the voters have exercised this 
power through the adoption of Proposition 
1 3  and similar measures. including the ini
tiative approved as Proposition 218 in the 
general election held on November 5, 
1 996. Any such initiative may affect the 
collection of fees. taxes and other types of 
revenue by local agencies such as the 
District. Subject to overriding federal con
stitutional principles, such collection may 
be materially and adversely affected by 
voter-approved initiatives, possibly to the 
extent of creating cash-flow problems in 
the payment of outstanding obl igations 
such as the Bonds. 

On November 5, 1 996, California voters 
approved Proposition 218 . the "Right to 
Vote on Taxes Act. "  Proposition 218 added 
Articles XI I IC and X I I ID  to the Cal ifornia 
Constitution. imposing certain voting re
qu irements and other l imitations on the im
position of new or increased taxes, 
assessments and property-related fees 
and charges . Proposition 218  states that 
all taxes imposed by local governments 
will be deemed to be either general taxes 
or special taxes. Special purpose districts, 
including school d istricts, have no power 
to levy general taxes. No local government 
may impose, extend or increase any gen
eral tax unless and until such tax is sub
mitted to the electorate and approved by a 
majority vote. No local government may 
impose. extend or increase any special tax 
unless and until such tax is submitted to 
the electorate and approved by a two
thirds  vote . 



Proposition 2 18  also provides that no tax, 
assessment, fee or charge may be as
sessed by any agency upon any parcel of 
property or upon any person as an inci
dent of property ownership except (a) the 
ad valorem property tax imposed under 
Article XI I I  and Article XII IA of the 
Cal ifornia Constitution, (b) any special tax 
receiving a two-thirds vote under the 
Cal ifornia Constitution, and (c) assess
ments, fees and charges for property re
lated services as provided in Proposition 
218 .  Proposition 21 8 provides voter re
quirements for assessments and fees and 
charges imposed as an incident of proper
ty ownership, other than fees and charges 
for Water, Wastewater, and refuse collec
tion services. In addition, all assessments 
and fees and charges imposed as an inci
dent of property ownership are subjected 
to various additional procedures. such as 
hearings and stricter and more individual
ized benefit requirements and findings 
and , except for fees and charges for 
Water, Wastewater and refuse col lection 
services, majority vote approval at an 
election by the owners of properties 
subject thereto. 

Proposition 2 18  also extends the initiative 
power to reducing or repealing any local 
taxes, assessments, fees and charges . 
This extension of the initiative power is 
not limited to taxes imposed on or after 
November 6, 1996, the effective date of 
Proposition 21 8, and could result in 
retroactive repeal or reduction in any ex
isting taxes, assessments, fees and 
charges, subject to overriding federal and 
state constitutional principles relating to 
the impairment of contracts. 
Proposition 2 18  also provides that any 
general tax imposed , extended or in
creased without voter approval on or after 
January 1 ,  1 995, and prior to the effective 
date of Proposition 218 may continue to 
be imposed only if approved by a majority 
vote of the voters in an election held by 
November, 1 998. The District did not im
pose, extend or increase any general tax 
within the January 1 ,  1995 to November 
6, 1 996, time period . 

The foregoing discussion of Proposition 
2 18  should not be considered an exhaus
tive or authoritative treatment of the is
sues. Based on advice from the District 
Counsel and in reliance on a published 
opinion of the Cal iforn ia Attorney General ,  
the District has taken the position that 
Proposition 218 does not apply to rates 
and charges for the Enterprise, since such 
rates and charges are not "property-relat
ed fees and charges" within the meaning 
of Proposition 2 18 .  No assurances can be 
given that such position , if challenged , 
would be upheld by the Cal ifornia courts. 
Therefore, the District cannot predict 
whether Proposition 2 1 8  will u ltimately 
apply to the rates and charges levied for 
the Enterprise. or the impact which 
Proposition 218  might have on the finan
cial condition of the Enterprise if it were 
held to be applicable to it. 

Environmental Regulation 

The kind and degree of water service and 
wastewater service which is effected 
through the Enterprise is regulated, to a 
large extent, by the federal government 
and the State of Cal ifornia .  If the federal 
government, acting through the 
Environmental Protection Agency or addi
tional legislation, or the State should im
pose stricter treatment standards upon 
the Enterprise, its expenses cou ld in
crease accordingly and rates and charges 
would have to be increased to offset 
those expenses. It is not possible to pre
dict the d irection which federal or State 
regulation will take with respect to water 
and wastewater treatment standards. 

Secondary Market for Bonds 

There can be no guarantee that there wil l 
be a secondary market for the Bonds or, if 
a secondary market exists, that any 
Bonds can be sold for any particular price. 
Occasionally, because of general market 
conditions or because of adverse history 
or economic prospects connected with a 
particular issue, secondary marketing 
practices in connection with a particular 
issue are suspended or terminated. 
Additional ly, prices of issues for which a 
market is being made wil l  depend upon 
then-prevailing circumstances. Such 
prices could be substantially d ifferent from 
the original purchase price. 
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Table 5 

South Coast Water District 

Summary of Revenue and Expenses 

Audited Audited Audited Unaudited Budget 

1 999 2000 2001 2002 2003 

Operating Revenue Line 

Water Sales $7,798 , 1 36 $8,072 , 1 53 $7,834, 1 93 $8,621 .748 $1 0.7 1 6,000 1 

Sewer Service Charges 5,042,228 4 .760,336 5,01 8,432 5,758,538 6,6 1 1 ,000 2 

Misc. Services 481 .688 1 96 ,894 279,567 300,052 31 2,000 

Recreation Facilities 1 32 ,5 1 4  1 34 ,600 143,391  156,847 1 74,000 4 

Total 1 3,454,566 1 3, 163 ,983 1 3 ,275,583 1 4,837, 1 85 17 ,8 1 3,000 

Operating Expenses 

Source of Supply 4,01 3,031 4, 138,247 4 , 124,205 3.708,845 3,833,000 

Reclaimed Water 475,535 495,582 408,203 347,444 61 7,000 

Pumping Expense 368,254 392,531 446,363 368,846 423,000 

Treatment Plant 1 ,465 ,721 1 .  711 ,806 2 ,598,597 2,91 0,898 2 ,561 ,000 

Transmission & Distribution. 833 , 1 06 808,773 1 ,002 . 1 33 854,339 1 .268,000 

Collection & Disposal 499.471 476,073 480,661 494,408 872,000 

Recreation. Facilities 1 09,749 1 06, 1 25 1 26,501 1 22 ,778 1 26,000 

General & Administrative 3,675 , 1 96 3 ,596,050 3 .920 ,006 4.449,324 5 ,647,000 

Depreciation & Amortization 2.467,731 3,037,433 3,026,438 3 , 140,000 3,012,000 

Organizational Expense 330, 168 

Total 14 ,237,962 14,762,620 16 , 133 , 107 16,396,882 18 ,359,000 

Operating Income (Loss) (783,396) ( 1 ,598,637) (2,857,524) (1 ,559,697) (546,000) 

Non-Operating Revenue 

Taxes & Assessments 3,379,984 3,692,330 3,423,800 3,081 ,644 3 ,259,000 

Interest 1 ,857,370 2,585 ,630 3,991 ,3 18  1 .453,200 1 ,327,000 

Gain (Loss) on Sale of Assets 401 ,539 603,581 24,803 450,000 

0.C. I .P. Recoveries 1 ,  1 99,899 

Other 1 , 1 83 7,323 5,940 1 2,000 

TCMWD Distribution 3,886,052 

Total Non Operating Revenue 5,238,537 1 1 , 765,450 8,026,022 4,565,587 5,048,000 

Non-Operating Expense 

Interest 1 ,278,360 1 ,368,536 1 ,1 70,664 1 , 195,577 1 , 1 54 ,000 

Bond Service Fees 51 ,026 56,556 49,247 68,783 60,000 

Loss On Debt Refunding 61 8,997 

Other 

Total Non-Operating Expense 1 ,329,386 1 .425,092 1 ,838,908 1 ,264,360 1 ,214 ,000 

Net Non-Operating Income 3 ,909,1 51 10 ,340,358 6 , 187, 1 1 4  3,301 .227 3 ,834,000 

Net Income $3, 1 25,755 $8,741 ,721 $3,329,590 $1 ,741 ,530 $3.288,000 

Source: Annual Audited Financial Statements. the District. 
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DISTRICT ORGANIZATION, 

OPERATION AND 

FINANCIAL INFORMATION 

General 
The South Coast Water District (the 
"District") was established in 1932 and op
erates under the provisions of the County 
Water District Law, Division 12, Section 
30000 et. seq. of the California Water 
Code. The District is located in the coastal 
area of southern Orange County, approxi
mately 50 miles south of Los Angeles and 
60 miles north of San Diego. The District 
is primarily residential in character with 
the majority of constituents residing in the 
communities known as "South Laguna," 
"Monarch Bay", "Monarch Terrace", 
"Monarch Beach", "Niguel Shores", and 
"Dana Point". The District serves a small 
number of customers in San Juan 
Capistrano and in north San Clemente as 
well. The customer base is made up of 
12, 270 water connections and 1 4,61 2 
wastewater connections. The District also 
provides recycled water to 1 65 customers, 
which represents 133.31 million gallons of 
recycled water sold per annum. 

Organization 
Beginning in 1994, the District actively 
pursued reorganization with adjacent spe
cial districts. In June 1997, the District 
agreed to detach 431 residential connec
tions in the communities of Laguna Sur 
and Monarch Point to the Moulton Niguel 
Water District. The District continues to 
provide wastewater collection to these 
communities. In June 1998, the District 
filed an application for reorganization with 
the Local Agency Formation Commission 
to dissolve Dana Point Sanitary District 
and consolidate it and the Capistrano 
Beach Water District and the Laguna 
Beach County Water District with South 
Coast Water District. In October 1 998, the 
Orange County Board of Supervisors ap
proved the dissolution of the Dana Point 
Sanitary District and the consolidation of 
the Capistrano Beach Water District with 
South Coast Water District. The consolida
tion became effective January 1 ,  1 999. 

As part of the terms and conditions of the 
consolidation, the District detached the 
South Laguna service area to the City of 
Laguna Beach, effective July 1 ,  1 999. 
Pursuant to an agreement between the 
City of Laguna Beach and the District. the 
District continues to operate and maintain 
the potable water, recycled water and 
wastewater collection systems within the 
South Laguna community as part of the 
South Coast Water service area. The 
agreement between the City of Laguna 
Beach and the District does allow the City 
to assume operation and ownership of ap
proximately 30% of the remaining shared 
assets allocated to or within the South 
Laguna Area; however, all debt issued 
prior to the time of the City assuming op
erations and ownership would remain an 
obligation of the South Laguna area. The 
District contracts with the City of San Juan 
Capistrano to provide water service to ap
proximately 1,000 connections in the east
ern portion of the City of Dana Point. The 
District is also under contract to operate 
the Joint Regional Water Supply System, 
which provides wholesale water to nine (9) 
major retail water customers, including the 
South Coast Water District. 
With this reorganization completed , the 
District began its operations as a consoli
dated district with budgeting and account
ing being provided for five financial service 
areas or financial zones: South Coast 
Water, providing both water and sewer, 
Dana Point Sewer, Capistrano Beach 
Water and Capistrano Beach Sewer. The 
boundaries of the South Coast Service 
Area ( the "SCSA") is similar to the bound
aries of the District as existed in 1 993 
when the 1993 Bonds, which are being re
funded by the Bonds, were originally is
sued. However, the security for the Bonds 
is the pledge of taxes and revenues col
lected from the larger, consolidated, 
District comprised of all five financial ser
vice areas or financial zones. 
The District was officially reorganized 
under a Certificate of Completion issued 
by the Executive Officer of the Orange 
County Local Agency Formation 
Commission, dated December 31 , 1 998 
(the "Consolidation Order"). The terms 
and conditions set forth in the 
Consolidation Order established five "fi
nancial zones" covering each of the five 
service areas of the former districts, and 
required the District to operate and ac
count for each financial zone as a sepa
rate accounting unit and maintain the 
assets and reserves of each financial zone 
for the benefit of the lands and inhabitants 
thereof and for satisfying bond obligations 
for a minimum of 7 years. Under the 
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Consolidation Order each financial zone 
was to remain solely liable for all debts. li
abilities . and obligations of the agency 
from which it was formed. 
As required by the Consolidation Order, 
the District has maintained separate ac
counting for the five financial zones for the 
current and past three fiscal years . The 
goal of the District is to achieve a fully in
tegrated financial operation for the District 
as a whole, and to that end it has also 
maintained consolidated accounting 
records and has sought to identify the 
basis for an equitable and accurate as
sessment of the financial condition of each 
of the respective services areas. I n  order 
to normalize the consolidated District and 
avoid the confusion and financial disrup
tions which have attended the mainte
nance of separate accounting for the five 
financial zones. the District Board has re
solved to establish an equitably deter
mined recognition of assets and allocation 
of liabilities across the service areas. The 
advanced schedule will allow for imple
mentation of a simplified rate structure re
flecting consolidated budgeting and 
accounting beginning in fiscal year 
2003/2004. Although this financial consoli
dation will be accomplished before the 7-
year period set forth in the Consolidation 
Order, the District has discussed this step 
with the Executive Officer of the Orange 
County Local Agency Formation 
Commission, and the District believes the 
Commission would not oppose this action. 
Under applicable California law and also 
under the Consolidation Order, the consol
idated District is liable for payment of all 
principal, interest, and any other amounts 
due on account of the outstanding bonds, 
revenue bonds, contracts or obligations of 
the prior districts with which it has been 
consolidated. For this reason, and also in 
anticipation of the financial consolidation 
which the District intends to implement, 
the Bonds are secured by a pledge of and 
lien on the entire Tax Revenues and Net 
Revenues from the consolidated District. 
In the opinion of Bond Counsel and 
District Counsel, the District is permitted to 
pledge the entire Tax Revenues and Net 
Revenues from its consolidated operation. 

Management and Staff 

As a result of the District's reorganization, 
the governing board of the reorganized 
District originally consisted of an eleven 
member interim Board. Four Board mem
bers were from the consolidated 
Capistrano Beach Water District, three 
from the dissolved Dana Point Sanitary 
District and four from the pre-consolidated 
South Coast Water District. Since 
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November 2000, seven directors are 
elected based on geographic voter divi
sion. Beginning November 2002, the 
Board of Directors has reduced again the 
size of the Board to five elected directors, 
who serve at-large. 
The general manager of the District 
serves at the pleasure of the Board and is 
responsible for the District's administrative 
and operational activities. Mr. Michael P. 
Dunbar became General Manager of the 
District on July 1, 1992. Mr. Dunbar is a 
registered civil engineer and served as 
Assistant General Manager/Chief 
Engineer for the District since 1987. 
Approximately 68 full-time employees 
serve the district and its areas of contract 
operations. There are no formal labor or
ganizations representing these employ
ees. All full-time employees of the District 
are covered under the Public Employees' 
Retirement System (PERS) of the State of 
California, a defined benefit plan. All pen
sion costs are funded by monthly contribu
tions made by the District. 

Summary of Historical Revenues 
and Expenses 

Table 5 summarizes the District's rev
enues, expenses and fund balances from 
1998/99 through 2000/01 based upon au
dits of the District and unaudited informa
tion for 2001/02 . A copy of the District's 
2000/01 audit is included as Appendix A to 
this Official Statement. The annual audit 
for 1998/99 was the first audit of the con
solidated District. 

Debt Service Coverage 

Table 6 shows the historical debt service 
coverage for fiscal years 1 998/99 through 
2001/02 and projected debt service cover
age for the current fiscal year using debt 
service from the 1993 Bonds. 

Water and Wastewater Rates 

Water Rates 

Water rates are based upon meter size. 
This is implemented either through a sep
arate charge or a minimum consumption 
allowance. The separate charge ranges 
from $12.00 for a 3/4 inch meter to 
$484.32 for a 6 inch meter. This is the bi
monthly rate. The minimum consumption 
rate allowance ranges from 500 cubic 
feet for a 3/4 inch meter to 30,000 cubic 
feet for a 6 inch meter. In addition, there 
is a unit commodity charge of $2 .70 per 
100 cubic feet of potable water con
sumed, and a unit commodity charge of 
$2 .16 per 100 cubic feet of recycled 
water consumed . The District provides 
water, recycled water and sewer service 
to the area. It also provides recreational 
services to the general public on certain 
District properties. Table 7 summarizes 
growth of water and sanitary system con
nections from 1999 through 2002. 



Audited 

1 999 

Gross Revenues 

Water Sales $7,798,136 

Sewer Service Charges 5,042,228 

Misc. Services 481 ,688 

Recreation Facilities 132,514 

Interest 1 ,729,188 

Total 15 ,183,754 

Operations & Maintenance 

Source of Supply 4,013 ,031 

Reclaimed Water 475,535 

Pumping Expense 368,254 

Treatment Plant 1 ,465,721 

Transmission & Distribution. 833,106 

Collection & Disposal 499,471 

Recreation. Facilities 109,749 

General & Administrative 3,675,196 

Organizational Expense 330, 168 

Total 11 ,770,231 

Net Revenues 3,413,523 

Tax Revenues 1,942,388 

Pledged Revenues $5,355,911 

Debt Service 

1993 Bonds 318,130 

Dana Point Revenue Bonds 202,435 

Capistrano Water COPs 205 ,401 

Capistrano Wastewater COPs 71,054 

Total $797,020 

Coverage Ratio 6.72 x 

Table 6 

South Coast Water District 

Debt Service Coverage 
-------�--

Audited 

2000 
-----------

----- --

$8,072,153 
- - - -- -- -----

4,760,336 
- -- --· ·-··-�-

196,894 
-- -- --

134,600 
-- -------

2,452,255 
-- - ---·--

1 5,616,238 
-----·· ·-

4,138,247 
------ - -

495,582 
- - - --- --

392,531 
----- - -

1 ,711,806 
---- -- - -

808,773 
---- - - ---- -

476,073 
- -- --- - - - - -

106,125 
- -- -- --

3,596,050 
-�- -- --

11,725 ,187 

3,891 ,051 

2,322,330 

$6,213,381 
- -- - -- ---

319,080 
. .  ·- --------····-·· 

198, 160 

410,803 
- --- --

142,108 

$1,070, 151 

5.81 x 

Audited 

2001 

$7.834 .193 

5,018 .432 

279.567 

143.391 

3,791.281  

17,066.864 

4, 1 24 ,205 

408,203 

446,363 

2,598.597 

1.002, 133 

480.661 

126.501 

3 ,920.006 

13,106.669 

3.960 . 195 

2,634,517 

$6.594,712 

319,520 

198,885 

568,163 

151 ,943 

$1 ,238,511 

5.32 x 

Source: Annual Audited Financial Statements, the District. 

Unaudited Budget 

2002 2003 

$8.621,748 $10,716,0 

5,758,538 6,611 , 000 

300.052 312,000 

1 56,847 174,000 

1,347,732 1 .267,000 

16,184 .917 19,080,000 

3 ,708,845 3 ,833.000 

347 ,444 617,000 

368,846 423,000 

2.910,898 2 ,561 ,000 

854,339 1 ,268,000 

494,408 872,000 

122,778 126,000 

4 ,449,324 5,647,000 

13 ,256.882 1 5 .347,000 

2,928,035 3 ,733,000 

2,187,519 2 ,539,000 

$5,115,554 $6,272,000 

319,620 319,370 

199,375 199,660 

567,635 571 ,598 

151 ,603 151 ,248 

$1,238.233 $1 .241,876 

4 .13 x 5.05 x 
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Year 

1 999 

2000 

200 1 

2002 

Source: The District. 

Table 7 
Growth of Water and Sanitary 

System Connections 

Water 

Connections 

1 1 ,807 

1 1 .939 

1 1 ,968 

12 ,270 

Sanitary 

Connections 

1 4 ,447 

14 ,046 

1 4 ,067 

1 4 , 1 08 

Table 8 
South Coast Water District 

Top Ten Water Customers in 2001/02 

Customer 

The Links at Monarch Beach 

County of Orange 

Niguel Shores Community Association 

St. Reg is Hotel 

Niguel Beach Terrace 

Ritz Carlton 

Seascape Homeowners Association 

State of Cal ifornia 

Monarch Hi l ls Condo Association 

City of Dana Point 

Tota l 

1. Based on total sales of $ 8,621, 748. 
Source: The District. 

Water Sales 

$264,770 

174,7 1 5  

149,238 

144,983 

1 34,736 

1 1 7,5 1 1  

94,381 

93,706 

85,634 

77,849 

$1 ,337 ,523 

%T(1 ) 

3. 1 %  

2.0% 

1 .7% 

1 .7% 

1 .6% 

1 .4% 

1 . 1 %  

1 . 1 %  

1 .0% 

0.9% 

1 5 .5% 



Wastewater Rates 

Residential rates (whether a single-family 
unit, a multiple dwelling unit, or a mobile 
home) by service area are: South Coast 
$33.00 per month, Dana Point $18 .00 per 
month and Capistrano Beach $40.00 (sin
gle family) I $39.00 (2 to 3 connections) I 
$36.00 (5 or more connections) per 
month. Special rates apply to hotels and 
motels, office buildings, schools, church
es, markets . restaurants, laundries, hospi
tals and other special businesses. 

Bil l ing Procedure 

The District bills water charges on a bi
monthly bill for all service areas . The bills 
must be paid within 25 days from the 
billing date, or a 10% collection charge is 
added. If bills are not paid by the 53th day 
after the billing date, water service is dis
continued. After a delinquent bill is paid in 
full, service is restored. The district applies 
a reconnection charge ranging from 
$25(business hours)to $50 (after hours) ,  
depending upon specific circumstances. 
Sewer Service charges for all service 
areas are billed via the property tax state
ments. Exceptions to this method include 
certain commercial accounts in the CBSA 
that have their minimum annual usage 
billed on the property tax statements and 
those charges based on flow being billed 
on a bimonthly basis. In the Dana Point 
Service Area the exception is the Dana 
Point Harbor which receives a monthly 
billing based on square footage and land 
use and in the SCSA those commercial 
accounts that are billed based on flow re
ceive a monthly bill. 

Table 8 shows the ten largest water users 
and the ten largest sanitary customers for 
2001/02 in the District in terms of dollar 
amounts billed 

Ad Valorem Property Taxes 

The District receives a portion of its rev
enue from property taxes, which are de
fined to be the 'Tax Revenues" which 
secure the Bonds. In California, property 
that is subject to ad valorem taxes is clas
sified as "secured" or "unsecured". The 
secured classification includes property on 
which any property tax levied becomes a 
lien on that property. A tax levied on unse
cured property does not become a lien 
against the taxed u nsecured property, but 
may become a lien on certain other prop
erty owned by the taxpayer. Every tax that 
becomes a lien on secured property has 
priority over all other liens, arising pur
suant to State law, on the secured proper
ty, regardless of the time of the creation of 
the other liens. 
Table 9 summarizes District assessed val
uation growth from 1998/99 through 
2002/03 and Table 10 shows the secured 
assessed valuations for 2002/03 of the 
twenty largest holdings in the District. The 
District expects one major project, the 
Treasure Island Resort Development, to 
come onto the tax rolls during the next 
year. This development, renamed, 
Montage, will consist of 265 hotel rooms 
with several restaurants. In addition , the 
development will include 27 luxuries, 
multi-bedroom condominiums. 
Secured and unsecured property is en
tered on separate parts of the assessment 
roll maintained by the county assessor. 
The method of collecting delinquent taxes 
is substantially different for the two classi
fications of property. The taxing authority 
has four ways of collecting unsecured per
sonal property taxes: ( 1 ) a civil action 
against the taxpayer; (2 )  filing a certificate 
in the office of the county clerk specifying 
certain facts in order to obtain a judgment 
lien on certain property of the taxpayer; 
(3) filing a certificate of delinquency for 
record in the county recorder's office , in 
order to obtain a lien on certain property 
of the taxpayer; and (4) seizure and sale 
of personal property, improvements or 
possessory interests belonging or as
sessed to the assessee. The exclusive 
means of enforcing the payment of delin
quent taxes in respect of property on the 
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secured rol l, is the sale of the property se
curing the taxes to the State for the 
amount of taxes that are del inquent. 
A 1 0% penalty is added to delinquent 
taxes that have been levied in respect of 
property on the secured rol l .  I n  addition, 
property on the secured roll with respect to 
which taxes are del inquent is sold to the 
State on or about June 30 of the fiscal 
year. Such property may thereafter be re
deemed by payment of the del inq uent 
taxes and a delinquency penalty, plus a 
redemption penalty of 1 - 1 /2% per month 
to the time of redemption. If taxes are un
paid for a period of five years or more, the 
property is deeded to the State and then is 
subject to sale by the county tax collector. 
A 1 0% penalty also attaches to delinquent 
taxes with respect to property on the unse
cured rol l , and further, an additional penal
ty of 1 -1/2% per month accrues with 
respect to such taxes beginning the first 
day of the third month following the delin
quency date. 
The valuation of property is determined as 
of January 1 each year and instal lments of 
taxes levied upon secured property be
come delinquent on the following 
December 1 0  and April 10 .  Taxes on unse
cured property are due when billed and 
become delinquent August 31 , and such 
taxes are levied at the prior fisca l year's 
secured tax rate. 
Legislation enacted in 1 983, SB 81 3,  pro
vides for the supplemental assessment 
and taxation of property as of the occur
rence of a change of ownership or com
pletion of new construction. Previously, 
statutes enabled the reassessment with 
respect to such changes only as of the 
next January 1 tax l ien date following 
the change. 
Col lection of taxes based on supplemental 
assessments occurs throughout the year. 
Taxes due are prorated accord ing to the 
amount of time remaining in the tax year, 
with the exception of tax bil ls dated March 
1 through May 3 1 , which wil l  be calculated 
on the basis of the remainder of the cur
rent fiscal year and the fu l l  twelve months 
of the next fiscal year. 
Taxes on the supplemental bi l l are due on 
the date mailed and become delinquent as 
follows: (a) If the bil l is mailed during the 
months of July through October, the first 
installment becomes delinquent at 5 p.m. 
on December 10  of the same year. The 
second installment becomes delinquent at 
5 p .m. on April 1 0  of the next year; and (b) 
If the bil l  is mailed during the months of 
November through June, the first install
ment becomes delinquent at 5 p.m. on the 
last day of the month following the month 
in which the bil l was mailed. The second 
installment becomes delinquent at 5 p .m.  
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on the last day of the fourth calendar 
month fol lowing the date the first install
ment would have become delinquent. 
If the taxes due are not paid on or before 
the date and time they become delin
quent, a penalty of 10 percent is added. 

Water Supply 

Al l of the mil l ions of gallons of water 
needed to supply the District come from 
the Colorado River and from Northern 
Ca l ifornia. Water from these two sources 
is treated , filtered and blended for distrib
ution to southern Orange County. The 
District purchases this water from the 
Metropolitan Water District through the 
wholesale agency of Municipal Water 
District of Orange County. 
Water purchased from these agencies is 
carried into the distribution network 
through several large transmission mains. 
Due to the District's hil ly terrain, much of 
the water must be pumped and stored in 
reservoirs to maintain constant pressure. 
The District's total water storage capacity 
of approximately 40 .9 mi l l ion gallons is 
maintained in 1 5  reservoirs. Water is 
moved to upper elevations through ap
proximately 147 mi les of local mains 
using a system of 9 pump stations. 
As an additional safeguard to assure the 
water supply, the District maintains a se
ries of "interconnections" with neighboring 
water districts which can be activated in 
an emergency. 
The District is planning on rehabilitating 
several of its reservoirs over the next two 
years. This will complete the interior re
placement costing of a l l  of its reservoirs. 
These are estimated to cost $850,000. 
The District wil l be sharing in several 
point projects with the City of San Juan 
Capistrano. One is a groundwater recov
ery project, estimated at $5,000,000. The 
other is a 4.0 mil l ion gallon reservoir of 
which the District wi l l  own 2.0 mil l ion gal
lons of capacity. This project is estimated 
to cost $2,500,000. 

Water Quality 
The Environmental Protection Agency 
(EPA) and the Cal ifornia Department of 
Health Services (DHS) are the agencies 
responsible for establishing drinking 
water qual ity standards. To ensure that 
tap water is safe to drink, EPA and OHS 
prescribe regu lations that l imit the amount 

of certain contaminants in water provided 
by public water systems. The District vigi
lantly safeguards its water supply and the 
water del ivered to its customers meets 
the standards required by the state and 
federal regulatory agencies. In some 
cases, the District goes beyond what is 
required to monitor for additional contami
nants that have known health risks. 

Water Security 
As part of its normal operating proce
dures, the District has routinely monitored 
its reservoirs and sample stations and has 
conducted frequent water sampling and 
quality testing. In the aftermath of the 
September 1 1 th terrorist attack and the 
growing concerns regarding security and 
the potential threat of contamination , the 
District has added additional security 
measures to those a l ready in existence. 
These include the coord ination with local 
law enforcement for the increased moni
toring of District facilities and the coordi
nation of emergency procedures with 
other regional water agencies. 

Wastewater Faci lities 
South Coast Water District collects and 
pumps wastewater through miles of sewer 
mains using a series of "l ift stations." 
Collected wastewater is pu mped to one of 
two treatment plants. The Coasta l 
Treatment Plant is located in Aliso 
Canyon and treats wastewater col lected 
from the northern part of the District. The 
JP Latham Treatment Plant is located by 
the mouth of the San Juan Creek and 
treats wastewater collected from the 
southern part of the District. 
The District is planning to rehabil itate sev-



eral sewer lift stations and force mains 
over the next several years with an esti
mated cost of over $2,000, 000. In addi
tion, the District is planning to rehabilitate 
its tunneled sewer pipeline at an estimat
ed cost of $5, 100. 000. 

These plants are owned and operated by 
the South Orange County Wastewater 
Authority (SOCWA). The District is a 
member of this agency. 
Direct and Overlapping Debt 
Table 11 shows a statement of direct and 
overlapping debt of the District. The ratios 
are based upon 2002/03 assessed valua
tions of the respective taxing jurisdictions, 
and outstanding debt is calculated as of 
April 1 ,  2003. For the purposes of this 
table, the 1 993 Bonds are assumed to be 
outstanding. 
T he ratio of direct debt to assessed valu
ation equals 0.10% and the ratio of direct 
and overlapping debt to assessed value 
equals 0.53%. Per capita direct debt is $ 
177 per capita while direct and overlap
ping debt is $ 268 and per capita based 
on an assessed valuation of $ 
6,806,050,627 and an estimated popula
tion of the service area of 40, 000. 

Government Spending Limitation 

On November 6, 1979, the California vot
ers , by initiative, approved a constitutional 
amendment that added Article XlllB enti
tled "Government Spending Limitation" 
to the California Constitution. T he initia
tive was commonly known as the 
"Gann Initiative". 

Article XIIIB imposes an annual "appropri
ations limit" upon the State and each 
local government. The appropriations limit 
restricts spending of certain moneys that 
are "appropriations subject to limitations". 
"Appropriations subject to limitations" in
clude the "proceeds of taxes" levied by or 
for the State or the local government. T he 
"appropriations limit" is based on certain 
expenditures in fiscal year 1 978/79 ad
justed annually to reflect changes in the 
consumer price index and population of 
the local government. 

The California Legislature has adopted 
several statutes in implementation of 
Article XIIIB, including Chapter 1 205. 
Statutes of 1980, which contains proce
dures for a local government to establish 
an "appropriations limit" for a given fiscal 
year. Chapter 1205 also contains a limita
tion upon the period within which any per
son may commence an action attacking 
the ·appropriations limit" so established. 
Pursuant to the authorizations contained 
in Chapter 1 205, the District adopted a 
resolution establishing an appropriations 
limit for the fiscal year 2002/03 of 

$24,625,572. Based upon the 2002/03 
budget, the limit is satisfied by more than 
$ 24,147,500. The period for the com
mencement of any action attacking the 
appropriations limit (60 days) established 
by the Board has expired. 

Investment Pol icy 

T he District is required to comply with 
Government Code Section 53600 et seq. 
and in doing so has established an invest
ment policy that states its three primary 
goals: 1) To assure compliance with all 
Federal, State and Local laws governing 
the investment of monies, 2) To protect 
the principal monies entrusted to the orga
nization and 3) To generate the maximum 
amount of investment income within the 
parameters of the Statement of 
Investment Policy. T he primary objectives 
of the policy are to provide safety, liquidity, 
yield , and market-average rates of return. 
The District's Statement of Investment 
Policy for Fiscal Year 2002/2003 was ap
proved by the Board of Directors in 
August 2002. 
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Table 9 
South Coast Water District 

Assessed Valuations 

Local 

Secured Utility Unsecured 

1 998-99 $4,479, 705,271 $3,286 ,870 $ 1 95,51 8,935 

1 999-00 5 ,01 6,655, 752 3 ,455 ,484 190,864,361 

2000-01 5 ,399,51 8,238 3 ,499 ,320 184,081 ,691 

2001-02 6 ,060,552,386 3,541 ,347 202 ,972,2 1 3  

2002-03 6 ,58 1 ,857,254 3 ,329, 1 84 220,864, 189 

Source: The District. 

Table 1 0  
South Coast Water District 

Top 20 Secured Taxpayers, 2002-03 

2002-03 
Property Owner Primary Land Use 

CPH Monarch Golf, Hote l ,  Beach and Resort I 

CPH Dana Point Golf Resort 

SHC Laguna Niguel 1 LLC Hotel 

Lloyds Bank Ca lifornia Residential Properties 

Five Star Resort LLC Mobile Home Park 

Headlands Reserve LLC Vacant Coastal Properties 

Connecticut General Life Insurance Co. Hotel 

Residential Realty Fund Residential Properties 

Felcor Suites Ltd . Hotel 

Theresa C. Morrison/Will iam J .  Cagney Trust Shopping Center 

Stoneridge Investors Ltd. Apartments 

ST Apartments Apartments 

Mariner Drive Apartments LLC Apartments 

Roy K. Sakioka Commercial Buildings 

Duane R. Roberts Residential 

Steven F. Udvar-Hazy Residential 

Aliso Creek Shopping Center Inc. Shopping Center 

James R. Mellor Residential 

Mary Silver Residential 

Fountain Senior Properties of Cal ifornia Assisted Living 

SND LP Commercial 

(1) 2002-03 Local Secured Assessed Valuation: $6, 581, 857,254 

Source: California Municipal Statistics 

Total 

$4,678,51 1 ,076 

5,2 10 ,975,597 

5,587,099,249 

6 ,258,065,946 

6,806,050 ,627 

Assessed Valuation 

$336,706,306 

1 93,646,762 

1 47,538,390 

76,524,544 

64,657, 157 

37 ,496 ,721 

20,902, 190 

18 ,347, 1 77 

14,893,728 

14 ,280,000 

1 1 ,3 1 3,960 

1 0,545,855 

1 0, 1 71 ,249 

9,742,583 

9,1 86,275 

9,028, 10 1  

8,808,0 1 9  

8,621 ,699 

8,52 1 ,  145 

8,394 ,251 

$ 1 ,01 9,326 , 1 12  

Percentage 

Change 

1 1 .38% 

7.22% 

1 2 .0 1% 

8.76% 

% of 
Total ( 1 ) 

5. 1 2% 

2.94 

2 .24 

1 . 16  

0.98 

0.57 

0.32 

0 .28 

0.23 

0 .22 

0 . 1 7  

0 . 16  

0. 1 5  

0. 1 5  

0 .14 

0 .14 

0. 13  

0 . 1 3  

0. 13  

0. 1 3  

1 5.49% 



INFORMATION REGARDING THE 
LOCAL ECONOMY 

The following information regarding the 
District and the su"ounding area is pre
sented as general background data. The 
Bonds are payable solely from the 
sources described herein (see "SECURI
TY FOR THE BONDS'1. 

Location 
The South Coast Water District is located 
along the coast of the Pacific Ocean in 
southern Orange County, approximately 
50 miles south of downtown Los Angeles 
and approximately 60 miles north of San 
Diego. State Highway I and State 
Highway 133, which connects to the 
Santa Ana and San Diego Freeways, pro
vide District residents convenient access 
to major employment centers in Orange, 
Los Angeles, and San Diego Counties. 
Driving time to the Cities of Santa Ana, 
Newport Beach , Costa Mesa, Anaheim 
and Fullerton averages approximately 
45 minutes. 

The John Wayne Airport, 1 5  miles from 
the District, provides domestic air travel by 
more than ten carriers and serves approx
imately 8.4 million passengers annually An 
extensive $300 million expansion was 
completed in 1 990 and the airport now ac
commodates over seventy-three daily de
partures by the major airlines. Metrolink 
interurban train service carries passen
gers to six counties in Southern California. 
The eighty-seven mile section between 
San Diego County and downtown Los 
Angeles , serving Orange County, is the 
fastest growing route on the system. 

Economic Base 

Employment Trends 

Growth within the District and its vicinity 
has been generated in the main by the 
continuing urbanization and economic de
velopment of Orange County. Starting in 
the early 1 950's, the County's economy, 
once agriculturally oriented , began a sus-

tained period of steady economic growth 
and diversification. Initially the County's 
manufacturing base centered in highly 
technical and specialized defense-oriented 
industries; however, in recent years. sub
stantial expansion has taken place in civil
ian-oriented industries such as medical 
research and manufacturing, machinery, 
metals, rubber and plastics, paper prod
ucts, and electronics. This has helped the 
County to evolve into an important diversi
fied manufacturing center that serves re
gional, national and international markets. 
Table 12 shows the average annual labor 
force and unemployment level over the 
period 1995 through 2002. The seasonally 
unadjusted unemployment rate for Orange 
County was 2.5% in 2000, 3.2% in 2001 
and 3.7% in 2002. 

However, these rates are consistently well 
below the respective unemployment rates 
for California as a whole. According to the 
State Employment Development 
Department, while the unemployment rate 
as of December 2002 was an estimated 
3. 7% for Orange County (third lowest 
County in the State) versus 5.8% for Los 
Angeles County, 5.7% for Riverside 
County, 5.1 % for San Bernardino County, 
4.0% for San Diego County and 6.3% for 
entire State of California. Moreover, the 
unemployment rate for Orange County is 
pushed upward by cities such as Anaheim 
and Santa Ana. Cities in and around the 
District have consistently lower unemploy
ment rates than the County average: 
Dana Point, 2.4%; Laguna Beach. 1.1  % ;  
Laguna Niguel, 1 .8%, all as of December 
2002 and all seasonally unadjusted. 

Table 13 presents the current distribution 
of employment by industry prepared by 
the State of California's Employment 
Development Department. The distribution 
of wage and salary employment for 2001 
indicates that over 1 6  percent of all wage 
and salary workers are in manufacturing, 
31 percent in the services, 24 percent in 
wholesale and retail trade, 1 1  percent in 
government and 8 percent in finance, in
surance and real estate . 
Between 1 995 and 2000 wage and salary 
workers grew by 21 %. Most of these job 
gains were in the financial, insurance and 

real-estate sector with 26% growth fol
lowed by the service sector with 24% 
growth. Manufacturing, which had 
been losing jobs in the early 1990s, 
has rebounded and has grown by 14% 
since 1 995. 

Largest D istrict Employers 

The Ritz-Carlton Resort, situated in Dana 
point, opened a 393-resort hotel in the 
District in August 1 984 on a 17.5-acre site 
located between State Highway 1 and the 
Pacific Ocean. The hotel includes three 
dining rooms and nine meeting and ban
quet rooms. which can accommodate 
groups up to 600 persons. Guest ameni
ties include approximately two miles of 
sandy beach, swimming and tennis facili
ties , access to an 18-hole golf course, and 
a fitness center. The facility has earned 
the AAA 5-Diamond award . The Ritz
Carlton group maintains luxury hotels in 
20 cities in the United Sates as well as 
several locations world wide. 

The Ritz Carlton. Dana Point, was devel
oped at a cost of more then $100 million. 
The facility employs approximately 800 
persons and has an annual payroll in ex
cess of $15 million. Since its opening the 
hotel has had a high occupancy rate, and 
daily rates range from $188 to $2,000. 
The hotel pays the District approximately 
$31 ,000 per month for water and waste
water service. The hotel has a 2002/03 as
sessed valuation of $193,646,762. 

In June 2001, the St. Regis Resort, Dana 
Point, opened a 400-room resort hotel that 
is situated on 1 72 acres overlooking the 
Pacific Ocean in the District. The hotel in
cludes several dining options in its seven 
restaurants and lounges, 30, 000 sq. ft. 
of indoor meeting space which includes: 2 
ballrooms and 10  meeting rooms, 60,000 
sq. ft. of outdoor meeting space and a full 
service business center. Guest amenities 
include an 18-hole oceanfront champi
onship golf course, landscaped nature 
trails leading to a 6 .1-acre pristine beach 
and exclusive access to a private beach 
club, a tennis club with 6 hard and lighted 
2 clay courts, a luxury spa, three swim
ming pools , a fitness center with an 
on-site trainer and a Kids Club. The St. 
Regis Hotel has earned the AAA 5-
Diamond rating .  

T he St. Regis Resort was developed at a 
cost of more than $240 million. The facility 
employees approximately 970 persons 
and has an annual payroll in excess of 
$30 mil lion. The hotels daily rates range 
from $375 to $5,500. 
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The hotel pays the District approximately 
$29,000 per month for water and waste
water services. The hotel has a 2002-03 
assessed valuation of $325,965, 1 77. 
South Coast Medical Center, the second 
largest employer in the South Coast area, 
is located on the Coast Highway in 
Laguna Beach. It is  served by a staff of 
about 350 physicians and surgeons who 
practice in the area , and employs on a full 
or part time basis approximately 600 peo
ple. Erected as a community owned enter
prise on a 22 acre site in 1959 , it has 
been expanded from a 75 bed facility to a 
present l icensed capacity of 268 beds, 
representing a replacement value in ex
cess of $65 mill ion. In addition to acute 
general care, the hospital also offers 
around-the-clock emergency and outpa
tient services. 

As the District is primari ly residential, 
other employers are relatively small retai l  
enterprises and professional offices. The 
main employment base for District resi
dents is in Orange County and Los 
Angeles County. 

Largest County Employers 
Orange County is home to several Fortune 
500 companies. Major publicly traded em
ployers with headquarters in Orange 
County include such diversified firms as 
Rockwell ,  F l uor Corporation, Bergen 
Brunswig, FHP International and Western 
Digital .  The Walt Disney Company in cen
tral Orange County employs approximately 
1 2 ,200 employees . Other companies with 
at least 3 ,000 local employees include St. 
Joseph Health System, PepsiCo, Ral phs 
Grocery Company, Pacific Telesis , Dayton
Hudson, Marriott, Toshiba and Knott's 
Berry Farm. 

Land Use, Property Valuation and 
Recent Construction Activity 

The District is principally residential in 
character with most residents living in the 
communities of South Laguna, Three Arch 
Bay, Monarch Bay, Monarch Terrace, 
N iguel Shores, and a portion of the Dana 
Point area . These communities are now all 
included in the Cities of Laguna Beach 
and Dana Point. Dana Point incorporated 
in 1 989, and the City of Laguna Beach an
nexed the community of South Laguna in 
1 999. 

The District continues to experience eco
nomic growth. Development of the Dana 
Point Headlands is proceeding with plan 
review by the City of Dana Point. 
Opening in February 2003, the Montage 
Resort & Spa will feature 262 guest 
rooms, 37 beach bu ngalow-style rooms 
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and 28 private residences. Situated on 
30-lushly landscaped acres the resort fea
tures three restaurants. a 20,000-square
foot indoor/outdoor oceanfront spa, a 
ful l-service salon, a lap pool, a fitness 
room, a yoga/aerobics studio and spa 
boutique. 
The Montage guest amenities include four 
white sand beaches, 30 acres of l ush 
landscaping , a park overlooking the 
Pacific Ocean, three swimming pools and 

14 ,500 sq. ft. of indoor meeting space 
which i ncludes: two dividable ball rooms, 
three meeting rooms and four outdoor 
function lawns .  

The facil ity will employ approximately 550 
ful l  and part-time persons . The hotel has 
a mid-construction 2002-03 assessed val
uation of $76,524,544. 

Table 9, on page 11 of this Official 
Statement, shows a five year history of 
growth in assessed value in the District. 
Assessed value in the District has consis
tently grown faster than that of the County. 
Significant new investment is taking place 
in Orange County, a large portion of which 
is associated with the Tourism industry. 
Disney is expanding its holdings with the 
centerpiece being a new $1 .4 billion, 55 
acre theme park called Disney's California 
Adventure. The theme park and related 
hotel complex, which will be adjacent to 
Disneyland, are expected to generate an 
estimated 5,000 new local jobs. A $ 150 
mi llion expansion of the Anaheim 
Convention Center, already the 6th largest 
in the country, is commencing construc
tion. The current plan calls for increasing 
the center's size by 40% to 1 .4 mil lion 
square feet. 

Population 
Current District population is estimated at 
40,000 and is not anticipated to grow by 
any significant amount. Data obtained for 
the City of Laguna Beach ind icates a 

2000 population of 25,300 representing 
9.2% growth since 1 990. Data for the 
newly incorporated City of Dana Point 
shows a 2000 population of 38 ,800 repre
senting 1 9. 1  % growth since 1 990 . As dis
cussed earlier, the District serves portions 
all of Dana Point and part of Laguna 
Beach. The District service area was ini
tial ly determined by the geographic char
acteristics of the area and the economics 
of providing water and sanitary service. 
Approximately 65% of County households 
own the residence they live in, 20% re
side in apartments and 1 5% rent single
family homes. There are approximately 
820,000 households in the County. 

As the District is located on the coast, 
housing values are greater than values 
for similar sized structures in inland areas 
of the County. No specific demographic 
data has been compiled for the District, 
but housing values and income levels are 
well in excess of the median figures. 

Community Amenities 
Residents of Orange County are offered 
an excellent quality of life with numerous 
recreational amenities and major metro
politan cultural centers, as well as the 
nearby mountains, desert, ocean, 42 
miles of beautiful beaches and a temper
ate year round climate . Numerous tourist 
attractions, including Disneyland and 
Knott's Berry Farm , draw 40 mill ion visi
tors each year. Professional sports teams 
include Major League Baseball's Anaheim 
Angels and the National Hockey League's 
Anaheim Mighty Ducks. The Performing 
Arts Center complex offers opera, ballet 
and symphonies of international stature. 



Table 1 1  

SOUTH COAST WATER DISTRICT 

Statement of Direct and Overlapping Debt 

2002-03 Assessed Valuation: $6,806 ,050,627 
DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable 

� -- -

Orange County Teeter Plan Obligations 
Metropolitan Water District 
Capistrano Unified School District School Facilities Improvement District No. 
Laguna Beach Unified School District 
South Coast Water District 
City of Laguna Beach 
City 191 5 Act Bonds 
Orange County Assessment District No . 94- 1 

- -- ---- -

TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT 

OVERLAPPING GENERAL FUND OBLIGATION DEBT: 
Orange County General Fund Obligations 
Orange County Pension Obligations 
Orange County Board of Education Certificates of Participat1'_o_n __ 
Orange County Transit District Authority 
Municipal Water District of Orange County Water Facilities Corporation 
South Orange County Community College District Certificates of Participation 
Capistrano Unified School District Certificates of Participat_io_n _ _  _ 
City of Laguna Beach General Fund Obligations 
City of San Clemente Certificates of Participation 
Capistrano Bay Park and Recreation District Certificates of Participation 
Dana Point Sanitary District General Fund Obligations 
Moulton-Niguel Water District Certificates of Participation 
South Coast Water District General Fund Obligations 
Orange County Fire Authority 

TOTAL GROSS OVERLAPPING GENERAL FUND OBLIGATION DEBT 
Less : Orange County Transit District Authority (80% self-supporting) 

MWDOC Water Facilities Corporation (100% self-supporting) 
TOTAL NET OVERLAPPING GENERAL FUND OBLIGATION DEBT 

GROSS COMBINED TOTAL DEBT 
NET COMBINED TOTAL DEBT 

(1) Excludes refunding issue to be sold . 

Debt 4/1/03 
2.802 
0.6 02 

1 9.31 1 
1 9.25 

100 
24.073 

3.642 
1 5.947 

2.802 
2 .802 
2 .802 
2 .802 
3.401 
6.947 

13.797 
24.073 

2 . 909 
78.86 1 
85.756 

1 .972 
1 00 

5. 501 

(2) Excludes tax and revenue anticipation notes , enterprise revenue, mortgage revenue and tax allocation 
bonds and non-bonded capital lease obligations. 

Ratios to 2002-03 Assessed Valuation: 
Direct Debt ($7,065,000)0.10% 
Combined Direct Debt ($10,710,000) 0.16% 
Total Direct and Overlapping Tax and Assessment Debt 0.53% 
Gross Combined Total Debt 1.31 % 
Net Combined Total Debt 1 .28% 

Source: California Municipal Statistics. 

$3,486 ,389 
3 ,6 16 , 545 

1 2,52 1 ,239 
4,085,81 3  
7, 06 5,000 
2 ,864,687 
1 ,034,596 
1 ,1 41 ,008 

$35,815,277 

$27 .621,387 
3,384,045 

560,400 
173,024 

1 ,628,56 9 
3, 035, 1 44 
5,753,349 

6 96,913 
97, 01 5 

3, 032 ,205 
1 ,496 ,442 

714,559 
3,645, 000 (1 } 
1 ,394 ,504 

$53,232, 556 
1 38,419 

1 ,628, 569 
$51 ,46 5,568 
$89,047,833 (2) 
$87,280,845 
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Table 12  

Labor Force, Employment and Unemployment 

Annual Averages 

1995 Through 2002 

Year and Civilian Labor Unemployment 
Areas Force Employment Unemployment Rate 
1 995 
Orange County 1 ,331 ,040 1 ,263,340 67 ,700 5. 1 %  
California 1 5 ,41 2,210 14,202,850 1 ,209,360 7.8% 
United States 1 32 ,301,080 1 24,899,670 7,401 ,410 5.6% 
1 996 
Orange County 1 ,344,890 1 ,289,740 55, 1 50 4.1 %  
California 1 5 , 568,620 14,444,380 1 ,  1 24,240 7.2% 
United States 1 33, 943 ,330 1 26,707,500 7 ,235,830 5.4% 
1 997 
Orange County 1 ,373,730 1 ,328,380 45,350 3.3% 
California 1 5,971,800 14,965,530 1 , 006,270 6.3% 
United States 1 36,296,830 1 29,557,920 6,738,910 4.9% 
1 998 
Orange County 1 ,481 ,800 1 ,439,800 42 ,000 2.8% 
California 1 6,588,1 00 1 5,71 2,000 876, 1 00 5.3% 
United States 1 37 ,673,000 1 31,463,000 6,2 10 ,000 4.5% 
1 999 
Orange County 1 ,508,400 1 ,465,400 43,000 2 .9% 
California 1 6,588,300 1 5,726,300 861 , 900 5.2% 
United States 1 39,368,000 1 33,488,000 5,880,000 4.2% 
2000 
Orange County 1,51 3,000 1 ,474,600 38,400 2 .5% 
California 1 7,090,800 1 6,245,000 845,200 4.9% 
United States 1 40,863,000 1 35,208,000 5, 655,000 4.0% 
2001 
Orange County 1,548,600 1 ,498,800 49,800 3.2% 
California 1 7,444,200 1 6,434,600 1 ,009,600 5.8% 
United States 1 41,912,000 1 34, 235,000 7 ,677 ,000 5.4% 
2002 
Orange County 1 ,559,700 1 , 502,100 57,600 3.7% 
California 1 7,564,500 1 6,402,000 1, 1 62 , 500 6.3% 
United States 1 42,298,000 1 34,232,000 8,066,000 5.7% 

Source: Employment Development Department, State of California. 
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Table 1 3  
Wage and Salary Employment b y  Industry 

Orange County 
(in thousands) 

Employment Type 1 996 1 997 1 998 1 999 2000 2001 

Agriculture 6 .7  6 .9  6.6 7.4 7 .6 7.1  

Mining 0.9 0 .9 0.9 0 .7 0 .6 0 .6 

Construction 52.5 58. 1 65.5 73.4 77.6 80.4 

Manufacturing 2 1 1 .2 222.4 231 .7 228.9 230.5 225 .2 

Transportation 42.8 44.4 46.3 48. 1 50.9 52 .3 

Trade 298.6 309.9 322.5 331 .6 339 . 7  348 .9 

F IRE 86.9 92.9 100 .4 1 05.2 1 05.8 1 1 1 .8 

Services 361 .7 372.2  395.6 41 5.8 437.1  448.3 

Government 129 .7  1 32 . 7  136.4 14 1 .4 1 46.6 1 50.9 

Total 1 , 1 9 1 .0 1 ,240.4 1 ,305.9 1 ,352 .5 1 ,396.4 1 ,425.5 

% Growth 4 . 1 %  5.3% 3.6% 3 .2% 2 . 1%  

Source: Employment Development Department. State of California. 
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Wastewater is given tertiary treatment at the District's Advanced Water Treatment facility prior to use for irrigation 
and other non-domestic purposes. 

Overhead view off the Coastal Treatment Plant and Advanced Water Treatment Facility. 
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South Coast Water Distrid 
Financial Sta�ments 
For the yens endl"d June 30, 2001 and 2000 

Table of Cont.ents 

lndepm.dent Auditon' Report 

Finandal St.atem-ent.s: 

Comparabv� Statements O! income an-d .Kctallwt.l E.tmmg:� 

Comparative Statements oi Cash Flow,; 

Notes lo fmanddl Statements 

Independent Auditor,' ComplilllC"e Report 

South Coast Water District 
Comparative B.u.ma Sheets 

June 30, 2001 and 2000 

A55£TS 
Utihty pf.ant: 

Ca,:ianty righ� 
J...and and land nghl, 
So11ne of supply 
Pump111g plant 
Tre•tmomt planb 
Tra.ru.mi!l"l1nn ind di�blitio11 
�·ercollctwm sysk'm 
Gt.-ner.J pNlfll 
Recrll!ltw11 f1c:.lrbe 
Constructxm an rros-

Le!;.$accumul,iao,J l.!t.'Pf'."-1'100I1 •nd 1mcrhllb0n 
t,;et atility pWII: 

I.a.YI and tnvestments with tucal agent (Neill! 21  
Ta)U"5.and 1nterY!il n!(_flV<1b-lo-
Bond noseve fund (Notr 2) 

Total l•Htncted URts 

ln"atmftlm (hot.- 2) 
C.n.h(No� 1� 

Soard--<W'S.gnated 
inve,trttM'lt<. (}iote 2) 

,\ccounb. re1:'-"1.-wbl.e 

Other .genc,ei 
"""' 

T11fflS and illkRSI re<:inv•t>k 
Marena.I .. nd. 5upply 11n'eflt()C)' 
r�pu:lexpernes 

Ta.al cvren1 AIHh """·-
Cap.tat m,:=,nwnMnt ctr.,:,osits and other 1� 
.o\sst'ts held wider tnal (Nute !I) 

TotdUHts 

w a(('(IM-pMlyb'lr, t'lbk to Nnan<:u.l i.bikinenb.. 
3 
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25.353.662 10,176 ()qg 
741,()53 742,374 

20.839.SSQ 20.90059 
4.119.903 J,911',,t,6(1 

U.420.098 l,&,,&20,098 
23.358.625 21 .D,674 
16,499.690 1b,4:'C,4.'J7 
�.127.552 :>,152.152 
1.147.154 1.147,15-1 
2.J70.4B 1,953,750 

JU,.,,,_� 106.M,6,'57 
(1.Q375.917) (36.993.094) 
::S.(lll.792 tl,..87'J.,66.3 

l0.19td51 ll}t2..521 
Il.372 l&l 11...3:l2,.594 
U97.i,fl4 l DlS.498 

360.ll!:' ,,..,,., 
23.12b.oo.! 21.l"JS.:m 

:!iU:1'(071 20.i:06..347 
497.1-13 J87A90 

9,Z05r333 7,9'.(l,(l;M 

i44.910 855,47':I 
26L7b3 "'9,951 
219.7111 37.43'> 

l,...120261 2,.1120.� 
230.67.' 216.� 

0057' 109.412 
:H,760.486 33,472.199 

1,665 668 UM..Q98 
8,547 �'2.) J.,"98,105 

ro.212,.99, 5,282.,203 
143 101.2-'J 129.923,5168 

(Contutut:d) 

INDEPENDENT AUDITORS' REPORT 

The Board of Directors o( the 
South Coast Water Distnct 

Lagurw �.ic:h.. Cditforma 

We have audited the financial statements. of South Coast Water Uistnc-t (1J1strict), as of and 
for the year ended Jur.c 30, 2001 . J� bstrd m the foregoing tablf' of content!- T� tma.ndal 
�taternent� are the responsibility of the District's management. Our responsibilit�· 15 to 
express an op1J1ior. ,m the:,e finane1al �ti\krrn.:nc. bd� on ,our r1,ud1t. Thl' !m..i.nno1l �t.itement<i 
oi the District as of June 30, 20)(), were audited by other auditors whose rep0rt dated 
.\.farch 9, 2001, expressed an �uahfi.ed opmiun on those stdtt.'mt:'n� 

We conducted our audit in accord.an:e with generallv accepted aud1nng standards in the 
United States and the State Controller'..: Minimum Audit Requirements for California Speciai 
Distncts. Those standards require tha� we plan and pertorm the audit to obtam reasonable 
assurance about whethl·r the finano.il st..1tcmml'i art> free of matenal mi�statt>ment An audit 
inc1udes examining, on a test basis, evidence suppc,rting the amounts and disclosures in the 
hnanc-ial statements An ilud1t abo includes .i:s.SL·�smg the ,iccuunting principle� uSt'd ,md 
significant e!=;timatt:"'> made br rnaMgement, .as. well a.<, evaluabns- the overal� financial 
statement presentation. We believe that our audit prov1d1..'S .i rea.!>onabh _ _. �\J.si� for our 
opiruon 

In our opinion, the 2001 imanci.il statr-rnents referred lo above pre>.ent fairly. in all rnate...'1al 
respects, the financial position of the D�trict as ot June 30. 2001. a.nd resu1l5 oi its operatn.ms 
and its cash flows for- the year then f'mlPd m conformity with gent>rally accepted accounting 
princ::ip!es in the Lnited States . 

As discussed in 1\"ote 1 of the financial statements, the Distnct changed m 2C01 its method of 
accounting and financial reporting for non--cxchange tr.msachons to conform to 
Governmental Accounting Standards Board Statement No 31 

Cosl:it Mesa, Califomla 
:-.iarch20,2002 

�1=::..'::.:..t 
· - - C.-..9l6M 

South Coast W;iter District 
Comparative Balance Sheets 
June 30, 2(J(JJ and 2000 

UABll.JTIES AND 
D1S111.ICT EQUITY 

Lona-t«m Lu.b1lrl...: 
Bonds mJ Q.N, r->'at. Notie 3) 
r__.ptial � obli�tton � 6\ 
CNi:ahar.trso/ punctpe.hon (r-:o�4) 
AsSl!'U hl!ld under trust(;\.ote8J  

Toit.-1 long-trrm li.,,bil'itiH 

L.alnlilla p.1y•b&e from rntriclrdl-.eu: 
Cumnt portion -of bondli •nd loar\f p1yabk (Nole J) 
Cu=l portlon.fi ce:rt:Jficates ui f'll,lboplllt:lan f'"'* 1) 
Bond lRW'N'"St pe ..... h ... 

Tot&l luibihtin p;a)·•ble from ratudecl •tets 

CIVffllt ltalrilitiK 
.-\1.ci;tW'I� p,1yabk and .:-m.1t"d Wlblllbe 
°""""'" 
C:..ptla.l 11!.sP obl:ig•boN- (r-;ote 6J 
Adnll«"Sfotcon.�:tn.irt10fl 

Total liabllitln 

Oistnc-t E.ctuity: 
Contnbu� u.tility pl.mt (�lb SJ 

Rrtainrd Ntffllng3 (1',iotr 12) 
lnvebne'lt D'I utility plan! 
l)elgfl&ted for bond � and redevipbon (Note 3,1 
Undesl.gllllled 

iota.I maJnN eammp 

Tot.al diatrict equlty 
Tat.alll.,,blllHe U1d dl!ffl'ict t-q1tlty 

2001 

17.457.152 14,6,1,8,9'45 
9MZl 121.5-« 

�1...200.t,()f; 11�.21',:' 
5547325 J,7'.,ig.105 

37.300.008 29,92"'.&61 

l.D'J,4.15', l.(l;.4-..899' 
mro, 170.00:, 
4S,hf(; 67.]'65, 

1.314.7'10 l.252.0fn 

U::W.tf.ll l.'127.473 
77,414 61,495 

.. ,,., SU,00 
,,...,. 20.41:! 

2..975,i'SJ 2,061,4-71 

41�.527 33.241.4-ln 

30�.025 30.162.979 

25.37M2:l 19,72),757 
2.m.22, 2,.:,76,7'9') 

0.11]1.(}69 .W.119.ll3b 
70)11111.721 66,.519,586 

lffi.510.7<16 .. bl!Z.565 
143..lffl,273 129,9'13})61 

(CondadedJ 



South Coast Water District 

Compu1tive Sti.tements of lncomie and Retained Earnings 

For the yean ended June 30, 2001 and 2000 

2001 

Sewtr sel'\-icec�..arges 
M1!,,.t>]1.c1nrolU 5el'VJlft 
R.-crt"Oh,�n f.:K1bt:.'5 

:'.!34,.I� 
S..Dl!l.431 

2711�:" 
143,JC,] 

!1.()72.153 
4i.750J!o 

196!94 
1341,600 

Tot&! i>p,traling ""enae1, n.163.961 

OPl:RATISG EXI'ENS.ES· 
Sc1,;.rw vr ,t4ppl) .U:14105 

.,,,.,,,, 
4.13,'-247 

4-95.58;! 
392.531 

Re-c:La.ur�-d w;ater 
r'1nnpv,ge�f-"""I"� 446-Jt] 

Z..59e!rl7 
U:02.133 
..., .. , 

?.711..8()6 
sc..m 
47�,0'll 
106,125 

Trr.i.trrw-nt pLa.n: 
!rm�rrii:,�1onll.nd d1stnbuhoo 
Colltttl::i.,and dLSpos.al 
R�t1.:infilltl11:1e& 
Gt>n(>r11.l1n.:i adl'IUNSila1tve 
�:e,:l,lbon ar.d &11".orti.z.atlon 

12£,.�",()� 
3,920))();, 
:Ul2b.Ul! 

:3,5-96.0SO 
3.037.4.33 

TDtal op,rratin.t -�n,w-s 10. 133.107 1.a.762.6-20 

OPERAT1SC 11':C'OME (LOSS) t.2 S57.524) 

"',iUr,..OP'l:.RA.TlNG RE\'E�Ul:S 

ln�t 

3,,1,23,.8(() 
3.991318 

Wlrr c_No�t>) 

3,2:25,391 
2585.o30 
3,8,86,052 

G1111:i r>fl d�pnstrion of a'>,;.ets 
OCJr rKITT>r-ries 

Total nonopcnttng r,;-,,·enµ" 

Lo� en J..bt relundmg 
Total. nonop!!'&ting� 

NO]'i,iOJ"EltATING INCO"\tE 

!\ET INCOME 

Add ditpr�n.atJor'. on contnbuted utiht-.· pl4111 thal !Tducn rnntnbuft'd sBf"t.1! (1'. ... k" 5l 
11,cru)e in fflaiNd t"Uning, 

ltfT AIN"ED EARNINGS: 
�g rA year, asrestlatNi ('.'Jote l2) 
!'.:id ol v<>11r 

South Coast Water District 

Notes to Financial Statemertts 
For the years ended June lO, 2001 and 2000 

1. SUM'>'IARY OF SIGNIFICANT ACCOUNTING POUCTFS 

.4. Natllrt" of Orgaru�t10n 

1.170,:JM 
49.247 

61S.¥17 
1 .1138.908 

J, J,29,590 

1 OJQ.545 

f.6.519.S&e 

.0,,5,g 
t.199,.89',1 

ll,:!98.511 

1,425,092 

9,873,419 

!,274,7!2 

9,324.465 

57,195,lll 
ot> 519.566 

The 5oi.lth Coast Water Distnct (the District) was formed m lg)2 under llu:_. Cahfnmia Water Code. 
The- Da.stnct se.-ves an area of approximately 10 5quare miles, eru:ompassmg portioru of the o.tit'S 
of Dana Point, Laguna Beach, San Oemente and San Jua."l Ulputrano 

Effective Julv ], 1976. i:n acro.rdance with Orange Count} RL>orga.nizabnn :'\lu. "1, the Di!ilrict was 
designated � the succe,sor to the South Laguna Sarut:ary District for the purpose of succeedui.g to 
.all nght!i, duues and obligahons of the South Laguna Sanitary Di.stl'lct. These sewer functioru a.re 
pt>rfonnt'd by the Distl'Jct under the title of the Sooth Coast Water District Improvement District 
'.\o. 1-5 The- lmprovmient Dtstricl :!:wervpo; an area of appro"1lT'lately 2,750 acres, all located with.in 
the wAter operab.on bowldimes 

In Ferruarv 1 r.,q7, thP Dvitnct entered into an agreement ior the detachment of the Laguna 
'Sw I Mo�"h PoU1t Comm,,mity ol the District to be annexed to Moulton �iguel Water District 
(the Reorganization R09o-05J. l1us rec,rganizahon wa!'I effective Julj' 1, 1 W7. 

The District has partinpated in studies over t.he last iive years focusing on the key components of 
wnsobdation among watCT and St>Wt->r JH.tricts In Jw,e 1998, the Distn1..-'t was the prunary filing 
applicant in a request for ronsohdation filed with thl' L-...1L Agency Format1oc1 Conurussion. of 
Orange Coun�· (LAFCO). ln October 1996, L.AFCO ao.topted a re=,ulut10n (Rt.1'J7-18) 111 be �fectwe 
January 1, 1999 and provides for the consolidation of the South Coast Water Dtsltll"t and the 
Capistrano Beach Water Di.S-trict, .md the dissolution of the Dana Point 5anitary Dtstnct 'Ibe 
Dtstnct wa-<i est.tibhshed ac; the successor agency. 

The consolidated District has estabhshed four separate financial zones compming the areas 
runent1v Wlthlt"l ( 1 )  The Original South Coast Water Distnct; m Dana Pomt San.ibtr)' District; {3) 
(.ap1str�rm &.Jch WatN Distnct; and (4) Capistrano Beach Water District Sewer l.mprovemi!nt 
� '.\lo. 1. The ftrwnd.al 1.ones will separately account for assets, reserve;, bond obligatiom 
and operatlOnS Rates. charges and �'i.�ments for ..,·,ater and sev.·er !if'rvices may vary between 
financial zones The con.,olidation too� effl"ct J.muary 1 .  1 � 

Effective Tuly 1.  199'9, the portion n( thr ongina.l South Coast Water District that lies within the 
City of Laguna Beach was anm.•xrd. to the City of Laguna Beach. � agreement between the 
District and the City of Laguna Beach provides. for th� Distnct to continue both wafer and SPWer 
service to this area for several }'e&r!I. The agreement provides for annual extensmm. of the scrvke 
provided unles!I termmated by either party. 

Effectiv� March 31, 200), in accordance 1,vith LAFCO resolution (RO 99-07}, the District was 
designated the contract operator for future operations and mai:nteNI'lce ol the !ry'stem and 
farilittes ol lilt' fonner Tn-Ctties Municipal Water District rrCMV.JD). which '\vas legally 
consolldatL>d with Coastal Municipal Wat.er Thstnct, the "SUCCessor agency. The net assets ol 
fCMWO, other than TCMWD hoard and L°'I.FC'O direned operating and oU,er cash reserves, 
transferred over to the participating agencies, equal tu their n."Spectiv£" ownership percentages, 
were assigned to the District 1:o be held in trust and used for the rn'1\l.'fit of the agreement 
participants (See Note 8). 

South Coast \·\tater District 
Comp.uative Sti.tements of C.1sh Flows 
For the yl'ar._, ended June 30r 2001 and 2000 

CA.SH F1 ows tRCJM Ort=RA n:-.;c ACTIVtTIES: 
Opt,!illtlng m,0:11, rks.sl 
AJru>tuit"r.t,, :,, •""-L'"' , .,  '-'po!f.o3llE :.'"IC�e rtoos) to 
oo lilYl rrorr. tJcO I U!,,00; � Dp,Pnibnr, artJ\.1tw'!i 

°"J'r't•,: ta'l,�r ,.,n,,1 11rn0M"U.11t.1cr. 

(l::iCTe.M-fl dt"CTea� m a.:munt:s tl!CeJVable 
fln,rt'.lS-t', ,J"".-"_...., m wl>.eS <IJ'\d m� �el\l;ib&,:, 
fin:�·1 Lit'l..R.il'>(' m m3ttru! .:a."d suprl�· mv"nt<'ry 
(h�-N�--, J.�,.-,.a .... '" ;,r,•pa1d npense, 
lnnta� iJ�. r�i15ot') m a..:count:s p1• 1t>le md •(uued h..ihi.Iin.-., 
lrne;,.1>C (.:i!'",,e•se: u-. d,epoi.1b 

!\!Pt usti rr.i,�,1dt'd b:,. op,er,1;tin,g actll1itie1, 

CASH FLOWS FROM NO:,.;(" A.PIT Al. fl"!',IANCING A.C"TIVITIES . 
CASH RFCFJ"VED FROM TAXES AND ASSESSME:\.S 

CASH nowc; FROM CAl'IT AL A.."'-D 
REUTfD f-1 .... ANLINl. ACTIVITIE.5 
P,1�· 111 .. 1,t,, :c :,-ri.:, b ... ,.., c�=tir•n lees 
ContrihLti-,l 1,:iht'. rLi:-� 
�\"Tl"tf'f".t ,,f "'-h 11.n,..., ir:or soru.tn.c':l.on 
'oew rtfunJmg debt, nM 
PilVmlc"ah ur> l'->tkh �t.&lt, lu.om .ar.d OOPs 
ProcN'd< ·wm Starr ·,,.,Jr, 
1"-,....-.;• r"•C:: , '" .-1 .. M 
Ga:nor wilt- c' '. refund1n11, bonds 
BonJ Y'I"\' _,.,, 1.,....� 
f'1yrne1.t rro1Jl' 1m t•r1ti1:I k-a...r obhf:ahom 

�-rl c-.1.�h pr-01-1ded tust'd) � c.11pital and re-lated f1nannng .,.tt:ivitin 

CASH fl. OW� FROM I'\ "\;f.5T[',IG AcnVlTI[S: 
Purc-h,,.s.e-s ,A mv....stnent,; 
Add1tlon.� oi t1le-d .UW'l!'. 

Procl"l"<l, ·, -, ,.,1�, ,.>1 1. .. ...J � 
Ulp1to.l 1r:1rro,·l"II't'nl de"po-;;1t.<. 'Or J}'l\.s 
lntM'M! l',�'"T1t"P:� 
OCIJ' r1"C1,-,l:'11!."'i. 

Tot.1.l cash rro1.1dNI l�d) m uwnting ilcti','itttef 

Nrt im:un tdl"Ui!'al!itl Lil cuh .and cnh eq1m.-.:ilnm 

CASH A'-DlASH FQL'TV Al.U.'TS 
Beginr.mg ct \t·ar 

SliPPU.\.1.E!'l.'TAL DISCLOSUllE 
Ca�h J'l!d fo• mtr--rrsl dunng'!he ye.ar 
Aswts pun:na.r,.ed - cap;u! ksse obbgatwru 
Nonras� ..1td1� piant ,ontnt>lltwn!. 
N<.ir1u\!- Ll'rtlnbutmr . .s hum Tn-G� Mh'D-(1\:oteo S} 
Adcht.on.� to iw .. rt� h,-ld undrr ITu.<;t ('\:ate S) 
DrlPtrnn Clf fok ::l"l"""'"U:tl!'d ht� H5e'tl 
Loss or Jer"'t refur.ding lnoncuh) 

South Coast Water District 

X"ote� to fini.ncfal Statements, Continued 
For the years ended June 30, 2001 a.nd 2000 

1. SUMMARY OF SIGNIFICANT ACCOUKilNG POLICIES. Continued 

.i. Naitvrc of Organization, Continaml 

3,()2c.-t'l,.A 
11• 448 

!t.81,�I 
11-1.5871 
�.83-4 

q12 mi 
15,''ll"l 

50.S. 2!!'� 

3 -t�BOC 

Vl-1.2,.20-I 
r:-.8:-t,1 

660,00J 
(l .W8.V:: '. J  
3,650(0) 

{l,192,.22::'J 
wm 
(49.247) 
(5-4.0191 

rt."50-605J. 
f9.3Sa5.9'.i31 

9'o,IJ13 
(l&l.571) 

3:991_,u. 

(9,050.796) 
(2180.734) 

23JlL6Z'" 

l,l'n..� 
2.L26� 
:.6.387 

4..749,UD 
u�.,,so 

616.9"17 

�.037 433 
25."'" [)l;C  
50i,951 
29.A.32 

(� :'",551!:J 
(M.797) 

b-"" 

'�.419.YQ) 
(2.l:>91126) 
�788 

(399562) 

23.791.913 

The Drstnd s wate:r supply is purd\ased from the .Mchopolitm Water Oistrirt thr1>ugh th(, 
\1unicpal Water District cf Orange County 

B. Basis o.f r\ccount1ng anJ MeasUttmn1t FOCJtS 

The oc,0unts of thl' District are <\C('(}Unh.>d for using the an-rual basl!> of ,u_-countmg ThPir 
rf'\•lc'n'.lt:'S. are recognized when they are f"arned and become measurable, expense� art' l"('(_'Ogru.red 
whPn the�· are mcurred The District has opted to apply all of the GASB PronO'.IT'l("f'mrnt,;. hut wiU 
arriv all fASB Statt'IDf'nts and lnh:rpr-etaburu issued after Kovember 30, 19:Elll, nn·pt t(,r tho�,· 
that conflict with or contratlJCt CASB Pronouncements Unbilled service reN>tvablPS have nut 
bttn rf'('.orded Ui the financial state�ts, the effoc<: of which ts tmm.al£"nal 

I he accmmts 0t the Distrlct are organized on the basis of a propriettry fun.ct. smq· the operation::. 
are hna.....::ed in a manner smular to private business enti·rpnsc-s and arc. as a result. an.DrutOC'd. for 
on a cnst of sen-ices or "ecmwmu.- "wurus" measurement focus This means that all ;.;i.!!,sets and 
Uilbtlihes (whether current or non._-urrmt) are mcludetl on the balance �heeb. !ht· rt>portt-<l tund 
equity pre'-enlS total net assets. 'The operating statements present increases (rl�Vl'Tlur<,_'1 and 
J.t·( .. rt:aa�es (.....,perues) in bJtal N"tassets 

C. Uniform Aao1111ttng S'9stmr 

The l)15tnc1 15 required to folluw the Uruform System of Accounts .as pre�ri.bed by the C .. .a.hfonua 
State Controller's Othcl' for watl·r utilities 

D. lh1dget.ary Practiu . .:: 

E..1d1 yt•,n tlw Distrkt adopts a budget whJCh providP5 for the general operations of the Agency 
Budr,l't.., ,.-n,· pn.·pared on the accrual basL.-; of au.--c-.1..inh.ng. Expenditures that t?:xceed budgeted cost 
L t'nh•r tut.ii" by n•rtdui pt.'J'Ct>ntages must be apprnvf'd by the Distnct'f. Board 

E Jotnl Powvs Agn-nnmt 

llw· D1stn.t 1s party to several JOUlt powers agreements wtth the Aliso V."ater Management 
Ar.Pm-:,. (A\.VMA), South East Regional Reclamation Authonty (SERRAl. South Orange Cow,ty 
Rl,· IJm.at1,m Authority fSCX:RA) all of which consolidated July 1, 2000 as. Soutlt Orange County 
\\'.a.,lt>Wdlt•r Authonty (SOCWA.) and are also part1npanl,; in San Juan Basrn Authority for the 
purpo�· nJ opt·rating and TTl.lmlaining w.._..tewatt.·r d1·Ji1,rery, treatment and ciL"ipDS.tl facilities as 
wd..l as management of n'gmnal groum.lwatcr an<l n_"{'�·�·led ,.,.:ater factl1tiP'> 

f. Cash and Ca�h Eq,livale:nts 

For the pur pose.c; of the statement of cash flow�, the District considen. all highly liquid 
IIWe<>Lmenl5 with a matwlty of thrtt months or less when purchased to be cash equivalents. 



South Coast Water District 
Nole-s to Financial Statements, Continued 
For the yHrs ended June .30. 2001 and 2000 

1. SUYIMARY OF SlGNiflCAl'ff ACCOUNTING POLICIES, Cominued 

G. J,wf'Stments 

ln accmdami> with GASS Statement l\'o 31, Accounhng and frMttoal Rq,orhng }'Jr Orlam 
Jrn!f'stmt'nh aml _fvr bltrnnl inr'l',;tmtrtl Pools. highly llqwd market investments with ::naturities of 
one �ear l•r lcs.s at bmt.> Qf purch.t!-t- .ir,• .. �t.,,J at Mnortized cost. AU other uwestments c11e stated 
.at tau value. Market vaJue is u.<ied as Jair valuP for thclSl.' ',t'l-urihL"s for whKh market quolaltons 
are rea.cWv available. 

The 01.stnct participates m an 1!'1.Vestment pool managed by the Stal.? of CaWomia titled Loe.al 
Agi'ncy [nvl;'"';tmt'nt Fund (LAJF'), which has U),,ested a portion of the pool funds in Structured 
'.'.Joles and As.<;('t-Bacl..d Secunbes. LAJF's in...-estments Me sut,e<:t to credit nsk with the full fa1th 
and CTl'-d1t ot thl• Stall..· c,f C dl1forrud rnllaterahzmg the5e mvestrnents. ln addition, these 
Structun?d '.'.Jotes and 1\.ssl't-H;.,,.ckPd Si:'cunhp,; aw o;ubJ�-1 ti m,irke-t ri">k a� to .change in 111teresl 
rates. 

H. Utility Plant 

Utility plant asst"ts ue stated at cost ContriOuted uul.ity plant assets are recorded at farr market 
value at the time they are rece1vt>d and i:0t1sist pnmdnl;, of pulabl,• wdb.•r, n .... yded water and 
,;;;rwrr s�·o;tt"ms ronlnbulif'd bv re-al estate deYelopns. The dep:reaation on the contributed utility 
plant as.sets for the years ended June 30. 2001 and :!()00 was 51 .U'..\9,545 .md $1.04Y,o83, 
respectivt>ly, <lf\d was ch..ugP<l to tht• TPldtt,ad cuotnbutf'd tapital a...:cou.nK General plant includes 
veludeo; imanced tluough capital lease agreements with a remaining outstanding liability of 
$140,881 and Sln.Wat June 30. 2001 a.nd 20Xl, rt'Sp<'Cti\'cly 

Depreciation a.nd amortizahon IS computed using thl• straight-line nw.•thoJ owr the t>Stt.m.atl"d 
1.tseil.lJ li .. ·es oi the assets generally a.s outlined by the State Controllers' Report on Fixed Assets: 

Tract f11cilibes reser.•oirs. tra.nsml.§Swn connection�. n,:-rt•ahon 
fad.bties, coUect:i.on .l.!n.:-s and administrative building,; 5£) yea� 

Coraervabon facilitie5 . .reclaD111.b611 terminals, pumping plants 
md sewer cDJUllPCbons 40 'olf"ars 

Collection ,yrtan '\l. fl:'ilr.; 
Meters 12years 
Powt"r �rared equipment. office furruture and automotive 10 y@ars 
Tool, anc;I (DDlpub!r ha{dw1re 5 year:s 
Computer software 3 years 

lnt@rcst nist inrnrred during the, pe-nod of coostrucllon on utility plant assets u; capitalized. The 
amount of up1taliz.ed interest rost fl,r th" )'l"im, endt.-.J }Wlt' 30, 2001 and 2COO was S78.08.5 illld 
566.077, respecti,.-el,· 

Effective July l, 1999, the Distnct ch.rnged its aCTountrng e!'>Llmates relahng to its depreciable 
as.sets. The estunated service hves of some fixed as.!let:s were decreased in order to mamtain 
consist-ency w.thm all ser..nce areas The ch.angle' �·a<; bawd upcm .a stud�· pnformed by the 
District's Accounhng Department. As a result of the change. net income for the year ended 
Tune 30, 2000 was dt.'(_"Teased r>y $466,932 

South Coast Water District 
Notes to Financial StatetMnts. ContinllNi 
For the years ended June- 30, 2001 and 2000 

I. SUMMAR\' OF SIGNIFICA1'"T ACCOUSTING POLICIES, Continu•d 

M. lmplrmmtation ofNta1J Gt\,,;;:B Prono11ncfflltnt 

l.n 2C01, the l)iffrict adopted a new accounting standard trt order to rnnfom1 to Governmental 
AccolUlting Standards Board Statemmt (GASB) No. 33, Acco,mtmg and fmann,d RLfK'(hng fr,r .\Jon
Exchange TronSQdicn:; 

GASB Ko. 33 established recording assets and revenues when the underlying exchange occu..rred, 
enforce.able legal cl.mn t)...d illisen, alJ ehgi.bilit)' requirements had been met or when resources 
""'t're recei ved, whK"heve:r was first By adoptini; this Stand.ud, the District recopuzed assets and 
rl'venul'S from Non-ExrhangP Tran'ia<bon.,;; wluch md uded property taxes and assessments 
These l\ion-E:o.d\ange Transaction.-, Wt'n' Qo:ountl"li for as susceptible to cl(Ctual using the 
measurable and ava.tlable cntena. 

2. CASH AND INVESTMENTS 

Cash and irtvestments a.re included in the accompanying balance sheets at fair value as follows· 

2001 � 
Restrictrd ustti 

[nvest::nents s 10,196.351 s 6,742,521 
Llsh Mtd ll'l\"e$tmef1b with fac.tl igt,lt 11 372.18-0 11,202,594 
Bond re:\e:rve fund 360,087 334590 

C1uTI'flt a.1sem 
Ope:rabons 

Cash 497,143 337,490 
lnvetmrnl5 2C'.Zl9,J73 20.606,347 

Bo.trd - des1g:naled. 
Inveslmi!nts 9.205,333 7,990,008 
'"Job.ls s 5 1,.850.167 s 49,263,55() 

Cash and investments are classtfll"d as demand deposits and investments by credit nsk. c.ategorie!I � 
presented in s..'L-tion C foUowmg and a.-. $Ufl'UT'lan7.ed are ac; follows: 

Carrylllg amount - demand de-podls 
lm·estllmlls 

11 

__ lOO_l _ � 
497,143 387,4� 

� �  
S 51,850,167 

South Coast Water District 
Notn to Financial Statements, Continued 
For the ye-.ars ended June 30, 2001 and 2000 

I. SUMMARY OF SIGNIFICANT ACCOUNTING l'OLIUES, Contumed 

L Bond lssuanu Costs 

The bond isswmce costs relating b.' 1(178 Refund.mg Bonds 1matured m May 2001). 1995 Sc>wcr 
Rdundmg 'Sorids ar,d 1�8 Water u,d Wa5-t�·ater Certificates cf Puuapation are being 
a.m:-rtized as interest expense over the term of the bond issues using a method whkh 
approxun.ates the effective mten .. -st r.::att' mt:>thod_ Tht· anumu[att".J. amarti .. ..atxlfl on tht' dl'xlvt' 
nolt>d ISSu.ance costs for the year!> ended June 30, 2001 and 20()(', was $27'3,49'7 and S237.1f.6. 
respechvely. 

Property tax in Califol'l\lcl is levied m a..--cordance with Article XIE,\ ot the State Conshtuhon at 1 .. ,. 
of rounty\'.:1de as�sed valuat:Joru lht pWf'l'rt� t.tW'> .m• plact>d m a  pooL and Uwn alloc.;itt>J lo 
the local governmenlal \IIUls 

Prcp�·rty tax revenue LS rcx-ogruzed L'1 the fu.c,tl year in wh1d1 t.:u.cs ar1..· lwnf"O 

The property tax calendar is as follo�.-s 

Uftl det.? 
Lev\· dak 
Dul'date 

lkLinquent dalt" 

January ! 
July l 
Fust um.ailment November IC 
Sec;:Qnd mstalbnent - r ebruary 1 O 
fl.J'!.t mstallmenl - December 11  
�onJ iru, Lt  lhr11tnl - Apn.i 11  

The District has received the enbre portion of the fust and second inst\llrnents m each of the vears 
reflected. 

. 

K. Compmsatul Absnias 

The District has a policy wherehy an l>mployl.'t.• con accumulatt> unUS(•d !.1ck leav(' and •,arahtln 
Tiw f>Jrk lt>aive is lo be used for extended periods of sickness, however, upon ternunation or 
retir-ement. a portion will be paid as additional benefits. Upon completion of employment. 
employees with three yean or more !len.ice will be paid for 50% oi the then unusai sick lean at 
reguLu p.iymli r(lh..'S m clfecl al the J.ite of the rennination, Tile D1stnct ha..:: provided for these 
future costs b)· accnung 75% of eame:t and unused sick leave and 100% of e.amed and un�d 
rncation. The baLa.nc� at June 30, 20C1 for :sick leave and vacation 't'l-'e:J'e $564,390 and $213.,54i 
respectively, and are includt..'t..i II\ act:cunts payablt> ant.I accrued liabilihl''> m the: acxompanymi 
bala.nct>- <;heels. The balancer; at June 30, 2CDJ for sick l&:1.ve and vacabon were S591,.846 and 
$201),440 respectively aru1 are similarly reflected. 

L Ust" of l:.stima t� 

The financial statemenl'I arc prepared in ronfonrut:-· with geru:orally &'('c-ptcd accotmbng pnnnplt-s 
in the Uruted St.atelii and, accordingly, include amounts that are based on managements !'eSt 
estunates and judgments Actual re-suits could <lilier from tho� �stun.ate ... 

South Coast Water District 
Notes to Financial St.-.te-ments, Continued 
For the years ended June 30, 2001 ilJld 2000 

2. CASI l AND INVESTMENTS, Continoud 

" 

Cash and cash equiv;\j.ents consist of the fcllov,.-i:ng at June 30, 2001 and 2COO· 

A. A.attltoriud lnvatmmts 

__ 200_1 _ � 
497.10 387,490 

unuM 2s_004,371 
S 23,211.627 ,; � .... 'l<n,361 
---- ----

The District's lrlVestment guideline; as defined by the Dtstnct's """litten mvl'!.'trn1c1nt pollcy. wen_, 
aipproved by the Board ot Director.5 Lmplementation and drrt"Cbon thcreundt>r art" estatoh£hf'd by 
an internal finance committee. Monthly, the Board ratifies the im,estmt,,nts that have been made 

Under provisions of the District':s inVf'strnent policy and in occordilJl({' with Strt,u,n s�n of ttl(• 
Gwiomia GoYemment Code, the District inYests its �dJE" cash t...,ing the "Prudmt Person .i.:we ,. 
The District: may invest in the follo"'ing types of inves�ts-

• Securihes of the U S. Governmimt m agencit,,.., fully guaranteed a� to payment by the C.5 
Gove-mment or the agcrw:y. 

• Certificate<! of the Deposit pl.aced with OOITUJ'lercial ban4 and/or .savings and loa(I 
companies which ar-e msureJ. by the Federal Deposit lnsurallCt' Corporation (FDiq or 
rollateralued with the a.ppropnate amount of government secunbes or home mortgages. 

• ulilonua Local Ageocy Investment Fund (L<\lF). 

!...Alf i$. � speaa1 fund of tt.e Cahf(JTT'lia �le 1" reasu:ry through which local govemmel"lt:s m�y pool 
i:nvest:aients. Per LAlF guideline-s, the District may invest up tu $30..000.000 m the fund 
lnvestment!I in LAfr are highJ�· hqwd, as deposits can be converted to cash within 24 hou� 
without Joas of interest. 

The District's investment with Local Agency lnvestml'nt Fund (LAIFJ at Jurw 3.0, 2001, trciude a 
portion of the pool funds invested :n Structured Notes and Asset-Backed Se,::untle:s. ThCSC' 
invesb::nenb include the follo"'ing: 

• Structu:red Notes are debt secunties (other than a,;set-backcd 5e("t.lnhl"S) whose cash flnw 
charact:erisl:i lcoupon rah:', redemption amount, or statt>d maturity) depend upon on@ or 
more indic:ea; Bnd/or that have embedded. forwards or optlonb 
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South Coast Water Djstrict 

Notes to Fin.mri,11 Statements, Continued 
for th� years ended June 30, 2001 and 2000 

2. CASH AND IJl,'VESTMENTS, Continued 

B. U:Jifo-mi11.U>CdJ Agmcv lnwstment fimd, C()tltinud 

• Asse-t:-Baded Secunties, the bulk of which are mortgage-backed securitie,. entitle their 
purrhaSf'rs to �eive a share of the cash flows from � pool of assets such as principal a11d 
rnlE'n>St re-p.iyrn.mt-. horn a JX)Ol of mortgages (such as Collaterized Mortgage 
Obligations) or crt.•d1t L'arJ nX'("]vahl(>S 

As of Jwie 30, 2001, the District had S22,714.484 in..-5ted m LAIF, which ha<l 1mo..·-.!t'l.l -1.SOE,<!I', o( 
the pocl mvestment funds iI'I Structured ::,,.Jotes and Asset-Backed Securibes The L4.IF tau vlll\M' 
factor nf I 0022'7525 was used to calculate the fair value of the inw·estmen� in LAIP 

C. Clu.!!>_�1ficatl1m ofl>q,osits and lnveshnnits b" Credit Risk 

-:-ht· Dl�!nct':... Jepo,;il"> ..tnd investments are classified into three categories ot CP:"d1t nsk. The,,e 
catC'gonl':,. nrll:' as foU(.lW!> 

�!�£:i.] - Depo-.ds that .ne m�ured or coll.ateralized '"";th securities he!J by the District 
or by its agent m the DistrKfs rwmt_ 

• C_a_�o_•gur_)'_ L  - Dt•f'llS1t,; th.al are colJateralized with securibes held b,,. pledgmg financial 
institution's trust dc-partmmt m agL"nt m the Di:i;tnrt'o;. name. 
C..it.w._�1 - T>,,.•po'i 1L .. lhat ,UP urx:ollater.pi.J.zed or colla�erahzed with s.ecunties held by the 
pl-edgmg hnanc1al m-.htuht,n ur b� its department or agent bc1t rl(lt ll1 lhe District' s name 

Investments 

• �- ln,•estments lr"1it are- msured or registerM. or securities �Id b,· the District or 
by 1 � agt_'Ilt m tht• D1strin' s name 

• Cateyory 2 - Inve"Stmmts that include uninsured and wvegistered investments for which 
lht• '>'-'..:un tlf'S ,:ire held by the counterparty's trust department or a!=;ent in the District's 

• Catl·eor,· .1 - ln\'e-stments that includ-e uninsured and unregisterEd investments for which 
the !t4XUribes. ilW held hy the rnunlf'rparty, or by iL"'> trust department or aj:!;ent but not ill 
the District's nam� 

Investment,; Ti pools managed by other governments or in mutual fWlds are not required to be 
rategon1ed 

South Coast Water District 

Notes lo Financial Statements, Continued 
For the years ended June 30, 2001 and 2000 

2. CASH AND ISVESTMEf\.'TS, Co.ntj.J\ue,d 

1 3  

C CWsi_ficotion of Drpos1ts 11nd ltwrstmmt§ by Cm/it Rid,. Contimtd 

The District's mvestment l.f1 LAJF ts S.22.714,484 .and 525,004,871 at June 30, 2001 and 2000, 
re.spectJ\.'ely This investment's value is based on information prov1dL1d � the St.Jte Treasur.,.r's 
OfflCf The carrying value of the Dlstncfs posibon in the fund is consistent ...,;th the fair value of 
the fw>d shares. 

fiscal agents hold investment fwlds on behalf of the Distnct wh.Jch represent the proceeds from 
long-term debt issuanc:,es held as bond re-serves. Bond indenture, specify the l)·pes of securities in 
which debt proceeds can be uwested. Investments held by fiscal agents consi,t primarily of U.S. 
Government "Seeunties. 

3. BONDS AND LOANS PAYABLE 

The following is a summary of bonds and loam payable at lune 30 2001 iUld 2000: 

Sewer Refundm,. 8onw, 
1991 =e - W111!r&ndi. 
]992 �e - WdM Bond,, 
1993l!o6ue- R.eninue"Bor..:h 
]9'j3 State Rt-5,ervoir Cover Loui 
1995 St!- Rdundmg Bond 
1998 Wall!I' Rr.-et'I\U' Refundmg Bonds 
2000Saitr Re-voh,ng Loeri 
:,:U, General Obhg.:irion Refundir,& Sonds 

C,,,· 
C11.ftt'ntport1on - �  

Totili s 

2001 

410.00, 

3 750,(X)') 
87,1163 

1 851'.UXIO 
2 004."" 
�,431 .lflO 
7,230,o:D 

18 763.12.3, 

(1 .0"J,l,159) 
1m.n2) 

17.4.57.252 

-

?70.000 
lJJ,OOJ 

�000,llll 
i.�,<JX) 
3.850,00J 

l0�5o2 
1 950,00'.J 
:rn;-q,oo 

- -- -
15891 .842 

(1.01U99) 
l� .... _998) 

� 

At June JO, 2001 and 2(X)(). the District for the South Coast Ser.•ice Area has acrurnulated proceeds ot 
52,432,229 and S2,Si6,793, res-pectively, from taxes and interest earned thereon which will be used to 
�pay the bonds payable and accrued interest. 1lW' District h.as invested these funds wh.ich are 
includt.>d a, restncted assets and designated retained edrmngs in the accompanying balan:e sheets. 
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South Coast Water District 

:Sotes to hna.ncial St.alemenfi, Continued 
For the years ended June 30, 2001 ind 2000 

2. CASH A.ND INVESTMENTS, Continued 

C. Cfa<.!.1ficatian oflJf'posits am:l lnV1'5tfflf'1fts b!I Cr�..di! Ri_,;;k, Con!inMrd 

B.15t.'d on !he <tfor-ementiont·d CTiteria, thr Di .. tnrt' s J1)p�,t-. and inv,·'1:hnl•nh, wrre 1..-.ttegcnu,J .10:, 
fL�lkn.., s ilt lune 30. 2001 anti 20(0 

__ : - --'-- ---'-- � �  
!\•1x:,<;.1ts d.,•mo1nc! ol.,<J11n-ts � -·--- � � �  

Cai .. ,,-,-. r ... r 
__ i __ - -- ' -- ___ ., __ lP l.lt" U�fi::,nzr-J � 

(,•rt1!1t<1tl:'!!o (I( !Jt'opo!i:1 

t : ".. (;,m•rmn,-rr,l�untl<'� 
( "�h wilt- f=�l 1g=t 
t_,.l,Jc , r._u k·•I Agenq 

S 1.M0.031 5 
15,26(.,:;:�: 

. .  S. 1.MUD3l 
15,62!>.32'< 
r .'i7'.1&1 

ln\·e,,�mait Fu:d ---- ---- ---- � 22.:--i-i . ..1s..; 

� -·=== s ;/,0,(J!;' � �  

''" 

--' -- __ ._, - --'-- � �  
h,-.f"">rt, - dMnand ,wTour>h � -'==- � � �  

'-ul R""'lu,n,J 
__ 1 __ --'-- lo be l.ateEor:zed � 

L�rw1ule!. ot Uepo!i:l $ 1.546.� 
L' c; Gov"mmen.t S«unties 
(; S : '""'"sury Bills 10 7!7,'MI 
Cr•hf1c11tro;ofP:!irtlnp,1tlcm 1 1 202,5',,,1. 

Total1nvestlnent� 

South Coast Water District 

Notes to Finanda] Statements, Continued 
For the yean ended June 30, 2001 and 2000 

.l. BO�DS AND LOAKS PAYABLE. Contirtued 

A. 1918 Water Bonds 

1)737�1 
lt.:Zm,59-i 

l ne '::,2.750,ll)(J prinapal .ammmt nf tlll' 1978 Ge:nl'ral Obltg.at1on Water Bonds for the South Coa5t 
�erv1n' Arca we-re is�-ucd to finance tho.! ('Vl'll"-trurtt,.m of Ml undl!,grouru,I s.torage r.eservo1r and. 
related faciltbes 1 hC' lCJ]ldllUilg bonds N'ar tnt('n�t at 5 0% to 5 1".t. ,mJ. Illdture m vanou<; 
amounts through 2003. fh€ annual reyuircmmt� tu M-rvice the outo.tandin& bond.� at June 30, 
:2DIJ1 are as follows 

\'eu Ending 
Ju.ne JO, 

2003 
Tota1, 

Pnnclpal interest � 
!00,000 20,500 Z2C,.J-OO 

__ 21�0,flOO _ ___ 1D_.5(](_l 220,500 
__ .,_o.coo� ---"-·coo_ � 

Tiw $J,lli,O.JO prinnpa1 amount of 1978 General Obhg-ation Sewer Reiundmg Bonds fm South 
Cu,1<.l St:>n,•10" Area Improvement District >lo. � for the purpose oi refunding certain 1974 General 
Ohlig,1t1un Se-wt't Bonds ro ach.J.eve savU1gs IJl debt service payments. The 1974 General 
Ohl ifl;.thun St>wer Bonds were :issued for the purpose of sewage sy§.terr. unprovements and were 
lal it'd. for redemption pnor to matunty in Julv 1965. The remiUIUllg OOflds bear interest at 6.06.t: 
.inJ m.aturi> and were fully repaid in Ma�· 2001. 

C 199:l WattT Bonds 

In \.1arch 1991. the S5,o:xJ.OOO prind.pal amount of 1991 General ObligatJon. Bonds for the South 
Coast Service .A.tea were issued to finilnce the construction and acqms&tion of a tnumruss.ion 
pipeline from ii new wat,er supply source and the construction of water reclamation facilities 'The 
sen.al bonds bear interest at 6J.% to 8.3% and mature in various amounts through 2016 The 
bonds were refunded in November 2COJ by the 20ClCl General Obligation Refunding Boods 

D. 1991 Watn-Boruk 

In )unE' 1992, the S3.500,000 pnnopal amount of 1992 G�ral Obligc1tion Bends for the South 
Coast Service Area were tssued to fmance the conshuctioo and acquisihon of a transm1SSJOn 
p1�lme from a nev.• water supply source and the constructmn ot water reclamation fadliht-s. Ti)(> 
serial bond5 bear interest at 6 0% to 8.0"% and mature in , .. arious amounts through J.muary 1, 2Ul8 
ihe honds were refunded in �ovember 2000 by the 2000 Ge.neral Obligation Refund.mg Bonds 
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South Coast Water District 

?\ote, to Financi,11 Statements, Continued 
For the ye,1n; e-nded June 30, 2001 ;md 2'000 

3. BONDS AND LOANS PAYABLE, Continued 

In ",.1av l'N3, the 543&0,cn.J prin:1p.tl amount o-f 1W3 Revenue Bond,;; m curijunction with the 
Co.istal l�tncts Finanang /mthont)' for thP Sciuth Cod-;! St'rvlCT Area wcrC' 1�ued lo finance tht· 
acci.uisibon and construction of certain improvements and facilities to the water surply. treahlwn! 
rno. distrihution systems. Th,:, senal bonds bear interest at 4.0'- to 5.9" and mature m various 
amounb throu�h 1021 The an.'1.ual requirements to service the out5tandmg bonds at June 30, 
2001 are as iollows: 

Year r'.ndmt 
luni.•30, � Jntere;t � 
!002 105.000 �H.620 319.620 
2003 H0.000 2:09,370 3F l,�70 
= 1!5.000 Yl3-.':'6(l 318.760 
OOC5 120.000 Ni.71.'.! 317.722 
= 1:-0.000 191 .303 321.J(I). 

Thereafter ).170.000 1 68f! 9'51 4.858.951 

Totals s 1,/:,0..000 > 2.705 720 s 6.455.726 
----

All of th(' Bonds payable .contain redemption provision:, M,htch reqmre the Di.strict to ra) 
spenfied premiums based or. th,,,. period from the date of red.emption to the bonds' original 
maturity date. 

f. 199J State Reserooir Covn Loorr 

As a result of LAFCO J'esolution {RO 99-07), the District, for Capistrano- Beach Water Service Area, 
became rp,:;ponsible for its proportional share (26.17%) of the State Re-sen:ou Cover Loan il'I 
umjuncbon with thf' installdtinn of d mver on d portdble reserv01r Tiw lo.in bean, mtere:'it dl 
2 925-\:. and :matures at vane.ms annual installmenh. thruugh 2006 The annual tl'l.um•mt-nb tu 
service the outstanding balance at June 30 2001 are as follows· 

\ear Ending 
� 

irm 
wro 

100! 
,oos 
20C,, 

Tolal5 

South Coast Water District 

� 
5 15.571 

16.495 
17.475 
18.512 
19.810 - ---

S 8'.7..863 
----

Notes to FinancU:l Statcmentsr Continued 
For the y.,.... ended June 30, 2001 and 2000 

3. BONDS AND WA.l'lr;S PAYABLE, Continued 

I. 2000 St11t� Rt!'l)o/r,ing Loan 

lnbettst Tol.1.ls 

4.904 2fU·75 
].980 20,475 
'UXlO 20,-475 
1.%;!. W,-475 

665 20,475 

14.512: 102,375 

The District qualified for a St.ate loan uf $7,600,000 for the Capistl'a:no BeJch Servin� Area's 
purch.ase of opacity in SERRA In Dt.>cembt.>r 2000, the Dislrtct n..>ceivcd the first phase of fundmt; 
in the amount of $3.650,000. The loan i:s a zero percent mterest loan with annuaJ prinapal 
installments maturing in 2020. The annual requirements to service the outstanding ba..lance at 
June 30. 2001 are a.c; follows 

Year Ending 
June 30, Prino];!al I,,terest Total< 

2002 s 244..628 244,018 
2"H 244,6-ZM 244,6:ZS 
2004 244,6-28 244,628 
2005 244,628 2.W,628 
2{l)I, 244,6-28 244,628 

ThMf'aftt-r :!,Zffi,[)4(1 :!,108,040 

Tolili � s 3,-431.180 

2000 r�l Obliga-ti.oH RLfutlAutg Bon.ds 

In NovE'rru:>@r 2000, the $7,670.(0) principal amount of 2(0'.) General Obligation Refunding Bonds 
(Refunding Bonds) for t:ht- South Coast Service- Area were LSSued for the purpo� to refinance, and 
U1 substance, defease the outstandmg 1991 Water Hands, with mterest rates. ranging from 6 3".o
S.3% and 1992 Water Bonds, l'.'ith interest rates ranging from 6'% to 8% and to pay costs ass(Jl(_i.dh'U 
with refunding. totaling $192.410. The net proceeds of 57..386.700 were U9ed to purchase L· .s 
Government Securitie5 yielding 2.55� to 6.0%. These Securities were deposited with an escrow 
agent to provide for the debt service of the 1991 and 1992 Water Bonds As a rnult, the 1991 and 
1992 water bonds aroe: cansidered to be detea.&ed and the liability for these bo'l\d.s ha$ been 
rcmolo'ed. Although the ad"·.u1ce refunding resulted in an accoWlting loss of $618,997 for the year 
ended Jime 30, 2001, the District ll1 effect red\lCN 1t.s tot.II dt>bl service paytllf'nl'i by 
approximately Sl.35 million over the next 17 years and obtauied an economJ.C gam (diffl.'n"I'"ICl" 
between the present values of the old and new debt sen:ice payments) of 5888294. rhe &.ids 
bear interest at 4,0%, to 5.0% and mature U\ various amounts through 2017 The annual 
rt>quirement:s to service the outstanding bonds at June 30, 2tXf1 are as follows 

Year Ending 
June- :W. Pr.incl� "'- Totals 

2002 s 315,000 322,.358 667,35S 
200'.l 355,000 308.55R 663.558 
Z004 375.000 29058 669.358 
2005 390,000 2,"9.356 669,358 
2006 400.000 263,738 603.75b 
--· � 1,558,755 '6.923.755 

Tot.a.ls � s 3.027,145 s 10.257.14.S. 

I? 

South Coast Water District 

Notes to Financial SU.tements .. Continued 
Fm the years ended June 30, 2001 and 2000 

3 RONIJS A'.'\ID I.OANS f>AYABtE, Continued 

G. 1995 Sewer Refvnding Bonds 

The 52445.(X)() principal amount of the 199:> lnstal.lment Purcha.!,I._• Paymmt Rehmdmg Bond'> for 
the Dana Point Sen·ice Area in conjunction l'."tth the Santa .!\1argant.i/Dana Pomt Authunty wt>rt> 
issued fer the purpose of �funding the outstandmg principal am0tml of the 1989 In&allm.._•nt 
Purchase Payment Bonds. The 1989 lrutallment Purcru\S(.' Payment Bonds were issueJ tr., 
purcl\ase adCitional capacity m the South East Regional Re,clamahon Authonty \'Vas1ew.itL r 
Treatment Pl,mt. The remauung bonds bear interest at 4.5 :u te 5.:075% and maturP m vanou� 
amounts through July 2014 The annual reqwrernents to service the outst.-indmg bonds .it June• :1>iJ, 
20C1 are as follo�·s 

)e.dr [:ldmg 
!u.neJI.•. � lnteres� � 

?002 llHJOl Q.1,1&":i tQ93fij 
2003 110,000 8%6(1 19Q,hffl 
2004 115.000 84 ,00 1()9.6()) 
2005 12-0,000 79,281 199281 
2006 130,(XX} :'3,581 2U)581 

lhl:n:after 1,27Q,OUQ 32-l.163 � 
Totili ],85'),000 7-45 770 S � 5'15 770 

Less bon.J is.su�·e LUSt (211.712) 

Tot.a.I $ 1,638.288 

H. 1"'9H Wutrr Revenue Refun.ding Bonds 

As a result of �FCO resolution (RO 9Q-97). the District. for the Capistrano Beach Water Service 
l\.rea, became responsible for 1ts propcn'tlonal sh�. 37.60%, of the Water Revenue Refunding 
Bonds Series 1998 m conjunction with the financing of conmuction and a.cquisibon ol a 
transnuss1on pipeline from a new water supply !iQUrte The serial bond, bear interest at 3.75� to 
5.00% and rn.ature in various amounts through 2018 The armual reqmrements to :service the 
outstanding bonds at June 30. 2001 are as follows 

Year Endlllfl 
(w\e3C. � lnt.eresl � 

2002 78,960 95.64(] 174,600 
2003 82,720 92.oM.7 175 187 
2004 84,600 .iS.718 173318 
2()05 90,240 M,753 174.993 
2006 94.ooJ 80.SSJ 174.553 

n1ereaftier 1.5:3.560 514.326 2.087 886 

l'otds � 9'56,45:' � 

South Coast Water District 

Notes to Financial Statem�nts. Contin1iJte-d 
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4. CERTlflCATES Of l'ARTICIPATION 

IS 

The following is a swnmary of Certificates of Parhapabon payable as of Fune 30. 2001 and 200Cl with 
changes thereon 

2001 � 
t998 Watc>r COP I s.niroo s 8,9fl.O,OOO 
1998 Wastew•t:er COP },005.000 3,015,000 

11 .825,000 1 1,WS,OOO 
Les, 

Cune:ntportion {175000) (1'70,000) 
Bond JS�ance com i449392l (465.7'33) 

Tao.ls I 1 1 .200.608 � 

A. J9"Jlj Certifia,tu of P'1rticipatio11o Water f.ntrrpriM CQpital lmprovarunt Projtct 

The 58,980,(0) principal amount oi the 1998 Certificates of Participation (Cemficates). Water 
Enterpnse Capital Improvement Proje,:t for the Capistrano Bead'_ \'\"ater Service Area, were 
issued to finance certain capital i.mprov�ts. establish a reserve fund and pay expenses related 
to the execution artd debvery of tltt' C(!rtlfica.tes which are due in varying irutallments through 
December 2028 with interest ranging from 3 3)% to 4.98 'It, 

Y� Eading 
Junt"30, Ptll'IC1l�I ln�rL...-1 � 

2002 165eD(XJ <UZ635 S67� 
2003 175.00C 3%,598 571.598 
2004 III0.000 390,118 570,118 
2005 185,000 m.2n 568.272 
2IDS 1%,000 375,955 570,955 

n,..,..n., 7,920.000 S,07'0A2-4 12.990.424 

Tooai< 8,62{).000 s 1 019 ocn 15�9;222 

Le.¥. bond L...suance costs �11.m1 

Total $ 8,506..273 
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Notes to Financial Stat�ments, Continued 
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4. CEllTffiCA.TES Of PARTICIPATION, Cantinurd 

B. 19'18 Ctrlificatts of Participation, WQ!itmiata Entnpnse Capital /mpnro('Pf'lrnl Projecl 

The $3,015.\.)(l(_) principal arnou.r:t of the 1Q98 Cl•rhi1cah:>s of Parbc1p.:ihc.m (Cerhfo:.1.tL ... ), Wa-.kwater 
Enterprise 0tr1tai Imrrovement PrDJ�. tur the Captstrano Beach Sewer Se�·10.' Arl:'a 
lmpw"·ement Dis.tnct No L were issued to finance certam capital rmprn,..ements, establish a 
reserve fund and pay expenses related to the execution and delivery oi the Certificates which are 
due m varymg m-.ta.llments through Decemht:'r 2C28 with inte:r�t ranging from 3 3:1,�., to -1 99\, 

Year End111g 
June 3(1 Pn.no�I lnlere,t � 

2001 mooo 14),603 15] ,&ro 
2003 10,000 Hl.248 151 ).46 
2004 E•,OOl..l H0.?90 15�,71:lO 
2005 15,[)J(I 1 -10,228 1!,5.� 
2006 15,000 139,650 154:,6",0 

Therutff'r 2.9'W.OO() 2,470,921 5 -110,921 

Totals :.HXJ5 000  $ U744-IO i 6 1794-W 

le'i'> bond �">Ua.IK-e cosb jl37,66'71 

Tut.ii ' 2.867_ \.1.1 

CHA.'�GES r-.; CONTRIBUTED tmLm' PLANT 

A surrunar:·• of the d1anges m contnbuted utility plant for the years ended June 30. 200} and 200Cl 
1� a.o.; fnlluw� 

Balanct> !uly 1, 19'">9 
Less deprecJA.bon or, contnbu� .I.Mets 
Current contnbuted utility pl.!int (cash) 
Balal"l(:e lune 30. 2000 
Less depreaa.bon on contributed HSets 
Cune-nt contnt>ute-d uti.hty pl.mt leash) 
Curre,,t contnbutt>d utility plant (non<ash) 

&lance June 30. 2001 

" 

South Coast Water District 

Notes. to Finan(ial Statem�nts, Continued 
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,. PESSI01' l"LAN 

A. Plan Descnption 

1'."5,76t, 
30.162,gjf; 
(1,00ll,:>45) 
U42.204 

56,387 
S 30 b:!2,0� 

The Distnct contributes to the California Public Employee!' Reillrement �ystern (FERS). an agent 
multipl�ployPr pubLi,e employee retirement system that acts .as a commcn investmrnt and 
aduurustratt\'t.' .tgmt for parbnpatmg public entities within the State of Cali.forrua. Copies of 
PERS annual financial l'L'p<irt may be obtamai from their office located at 400 P Street 
Sacramento. C.alifomia 95814 

All full-tune District employees are -eligible to pa.rticipnte m. PERS with benefits \'t"'shng after five 
yea.rs of servu�e. Thstrid employees who retire at age 60 with five years of credited 9el'Vice are 
entttJOO tc dn annual r-elirement benefit, payable monthly fo..- life. in an amount equal to 29:v of 
thdr salary dunng thci.r highf'!'l1 yea..- 0£ employment. :for e.1ch rear of creditt!d s-erv� PEPS also 
prm:ides death and disability benefits 

In July 1998, the Board of Directors approved a revision to the �s l�RS ret:lrPint'l1t contract. 
Beginning in September 1998, current Distnct emplo�·ees who retire at age 55 with hve years of 
c.-red1ted 'll"l"Vlce are enbtled to an annual rel:rn!mmt benefit. payable monthly for We, in an 
dmou.nt equdl In 2'� of their salary dunng theU" highest year of employment. for each year of 
cr001teJ st>rYl� For ,•mployf>o:'!S rnmmencing participation after September ]998 the benefit 
comput.ation w-ilt be the same as pnor tn this. aIJ'll!fl<lment 

B. I'unlling Policy 

District employees are requir'Ed to contribut:e 7% of their salary to PERS The DistrKt, ,a_; part of 
� total compensation package for all employees. pays Ute ,employees' contribut:11Jn to PERS 
through the PER.<; Pickup Plan. 1he District is required to contnbute at art actuarially determined 
ratt:>. The cum>nt rate is 0_0)()".t,_ 

C Annwil PntSion Cost 

For the fi,cal year 2000-20(Tl, the Dlst.nct'i; annual pension cost of 5240..100 for PERS was eqllaJ to 
th,e District's required and actual contnbuhon The required L--ontribution was determined. as part 
of the Jurte 3,0, 2000 actuana1 valuation wu,g the entry-ag('-ft)f"mal-<1ctuanal-cost method_ The 
actua.rial asrurnpbons included (a) 8.25% investment rate ot return (net of administrabve 
expuis.es), (b) projected �ual salary increases that vary by du..-at:ion ot -service, and {c) no 
p-ro,ectcd cost-of-hvmg. adJuSbnents. Both (a) and (b) included an mflation .:omponent of 3.5%. 

The actuarial value of PERS, il5Sl1s w.i.s determined using techruques lh�t smooth the effects of 
short-term volatility in the market \'alu,e ot mvestments 01rer a fow--year period (smoothed market 
value). The �trict hasno unfunded actuarial liab-ility. 

South Coast Water District 

Notes to 1-in.ancial Statements, Continued 
For the years ended June 30, 2001 .and 2000 

6. CAPI r AL I.EASE OBLIGATJO!\� 

11,e Du.tr.ct ha5- entered into various capital lease .igc('('ments lor mctor vefnck,, !he future 
min:mum lt>ase :.a,':tl<!l'lts under these- noncan;;:elable leases at lun-e 3J, 20'.)l are as foUow!-. 

'l'Nr E.'ld:01g 
:ur,('30 

C...•mounl 
rq�tlng mtn-o.=-1 � 

l.K:Ml 
!...HllrurN'l'lport:1.::-,r,. � 

ADV ANC[ CONNECTION CHARGES 

Tht' D1'."'tni:-t had ('ntered uito an agreement w;r.th .i cer�:u, dev,eloper th.al has provided cash advances 
t. ,w.-1rJ l"Jlurt' <;ewt>r connection charges th.at would be due tv the Di.strict for the devr-lorer's planned 
w-;iJt>nlul !1()U�in1: The mtention of these non-i.nte-rest beanng advances was w h�lp finance the 
Di.'i'ITll ! .., sl1.-1TP of cPrl.am regiona:. wastewater facililltti In return. the District agreed to credit the 
des.'lc'IPp�·;, on -certa!Jl tenns and condition.". i:, the amount advanced fer connectlon cha.rges to be 
It vied nn the d{'veloper"s prop,erb.f-S .as: t:h,e prop,erties wer,.. dt"\'<!lo�d. For the vea!" ende-J June 30. 
1u9'J. U,i:- DLo;l.nct"s liability for unused connect:ion charg� credits wds 5550,000. Dunr.g the �·ear ended 
Jurn.' �l. 2000, I.he D1slr1ct repurchased th"' unusOO connection <lwse credits for $350,000. This 
pa:-·mt•nt termmal..eJ the Distnct's contractual obi1f;atlon t0 the- developer . As a result of this 
tr,m.<;.adion. a gain of $200,000 was recorded by the Distnct and presented as a gam en cbsposition of 
3"-M"li. m m1rKlper.i.lU1E rf"venues on the statement:5 or lll(Ome and retained eamin�s for the year ended 
Jun,-, l•), '.:'(�J() 

6. ASSETS HELD UNDER TRUST 

Pur.uanl tD Oranse County Local Agerq Cormnisslon Reoq�aruz.ation �o ROQ9--07, Tri-Cibes 
\.1un1upaJ Water D1slrid (TCM\\'D) w.as comol.tdated with Coastal Mun.iapal \\'ater District 
(lJl.!WD.1 whflf>m CMV,'D became the legal successor-in-interest to TC�ffi'D, and TC}o.!WD ceased to 
t·H�t effectJye March 31. 200:J. ln addition, CMWD transferred ownership of all IrUSC�llaneous assets 
..ind h.1h1ht1t>S, not othPn,,'l!'te provided for bv separate agreements., to the District and hansfern>d all 
0thl:'r rowers, ..-if,hl<, anJ duties of TCMWD to the Dutnct as of tM effective date 

The af)"t:'('"ment provided for a trande-r in ownership tor various assets and liabtlitil's ·1 hl' Distnct 
recorded fl()noperati.ng income of $3,BU.052. relating to such direct l:Tansfers. lnc Jgreement dlso 
prnv:C,eQ for the DW!ct to ,Kt a, a trustee for the remainmg .assets and liabilit:ie-s not transi�ITC'tl 
under the dirt>d ownership. The remaining portion of the transferred. net asse,ts amounted tc 
!,8,S-l:".3.25 and S3.i't:J8,105 at June 30. 2001 and 20XI respectivEI�\ are presente,d on the balance sheets 
ai. Ass.et'> ! [eld Cnder rrust 

South Coast Water District 
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9. PE�SJO?'o,; PLAN, Continued 

C AnnuRI Pension Ccr.,;t, Conlinut!J 

fHREE YF.AR TREND INt"ORMA TIO!\ FOR PERS 

Annual Pe�itage 
Junl!! 30 Pe1uaon Cost ofAPC Net PensJon 

FiM.al 'l'ur (AFC) Contnbuted Ob-b5abon 
l"" 2621193 10(.l'\, • 
200) 1':11.$10 ,oo, 
2001 :.!4C.300 100� 

REQlJIRED SUPPLEMEST ARY NFORMA TIO� 

Ent,y !\g,, Overturded 
Artu.ual Actuanol """"'"" ,"'1uari,J 
ValuabOf'l """" - Accru"'-i 1-u..W (11Yff'P.1 

� � � � � � 
b/30:95 s 7.564.129 5 7,3-tS,670 s 218.459 103.0'\. $ 2.21 ... 686 
6;30/% S.662.441 8.424.647 ZJ'l,794 102.8"< 2..00:.f,916 
6,'?,(l/9i 9,992,048 9.152018 ""1.tnO 1W2'- 2,037,262 
b/31/913 11.76.5,142 9)!16.621 1.9'8.5!1 l19.8".o 2.070,"51 
6,":f0,"S9 14.714,410 11:,157,"Jffi 3,1.Ti',107 l�_[) ... 3,001,-'21 
6/:'(1,'01 1"-504,154 12,.668 072 3.836,(82 130.J't 3.(,25,938 

10 POST-EMPlOYML'IT BENEFITS 

Osmund<d 
Adua,,..: 

umlrtv .. 
�

-
�ol 

UMMl 
� 

9.% 
11 .7"t, 
4 1.2'\, 
94 1'\, 

10?,2".:. 
105.8'\. 

The D1stnct prov1de5 post-empkiymmt h..-alth c.irt• bt.--ncf1L..-. w1lh requtl'"PrrK'"nl<; dt>pei.dmg on the 
Em1ployee' s uutial employment date as foUows· 

• For emplorees of record .u of May 18, 1988. 5 vea:rs of full-rune continuous employment with 
lt11· Dr,trll t j5 required. In addition, the employ� must be at least 50 years oi age and have 
p.utinpa!t-<l m lhr PERS- plan for .it least 5 yeaM as well a.s rE-1.'."e:t.vlt'lg .o;ervice retJre.menl 
henpht'> pur!'iu.ant to th@ terms and cond1hon._ of U,e D1Stnct PERS plan 11.e Oist::r.ct pays 
100% of the medical plan prmtium fmm tht" datt> of rehrelllf'nt unttl the employee iis eligible to 
((."'<"�IVt: �1edic.ue benefits For eligible JcpendC"n.t!>, .-111 but 525 of the pl.an premium is paid. In 
addition, the Lhstnct will pay MeJ..irare comparuon care m .. ts whM the employee ts eligible 
tor MedICare benefits Tru:> District accounts for the post--<'mploymmt heal":h cd..-e benefiL"> on a 
cash 00.sis 

• For empkiye-es commencing e-mployIJICTl.t 5-ubseqm-nt to M.t) 1:8. 1988, 20 ye,ar,; of ful l -time 
cont!nuous employment is requm_>d In addinun, thl' l'mplO!,la' must be at least 55 years of ,age 
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10. l'OST-EMPLOYMINT BP-IEITTS. Continued 

South Coast Water District 

�otfl. to financ-ial Statemtnh, Continued 
For the yean ended June 30, 2001 and 2000 

U. PRIOR PERIOD RESTATEMEl'IT 

,md have participated in PERS as well as receiving service retirement benefits pursuant to PERS 
plan .m::ruirements. The District pa�·s 100% of the plan prenuum for emrlo�ee coverage from the 
date nf retiremt>nt until thtc" emplfl�·ee is eligible to receive Medi<'are be-nehts Thereafter. :\1edlcare 
supplemrnt in'>urann• L'i prcn,1ded at the D1.strKt's expense 

In prior ye.ars. the District had recorded property taxes and assessment revenue- as of tiw h>v�· date• ln 
accordance v,.;th GASB Statement No. 33, to rroperl�· recognue property taxes and assess�C!'lt 
revenue when the property was liened Qanuary 1 t. the amounts tor the year ended lune- 30, 2000 WC'rl' 
re$taled as follows· 

During the years ended )UI'l.e 30, 2ll01 and 201).J the D1sh"id paid $111,128 and $71,J:n2, rl"spt•t:tiv,dy m 
post-emplorme-nt h�alth care benefits 

11. RISK MANAGEMENT 

1lle Dtstnct is exposed to various nsh of loss related to torts, theft. damage to and destruction of 
.i,•;seL'i, t>rrnrs dnd ,1m1s'>1on5,, mjunes to employees and natural disasters. SI an effort tc> manage its 
n,;k t'XJX)<;UH'r tht.· District 1s Ji mt.'mber or th-t> A�x·1al1on of Cahionu..i \\:.:1 ler Ag,..nue-. !omt Pnwer., 
Insurance Authonty (Authonty) 

The Authonty is a risk-pooling seU-insur,mce authority, crt'ated under provisions of California 
Government Code Sections 6500 et seq. The purpose of the Authonty is to arrange and administer 
prc..�grams of insuran('e for the pooling 01 seli-in.rured losses and to purchase excess insurance 
coverage 

.'\t Jum• .30, 2CMJI, as a mPmh('T nf Uw Authnnty, l/1(' Distxii:t p.iatiupatN in the insuran,P prneram,;; ,t.s 
tcUowi, 

• Proper;ty Loss - The District rffiUI\S rid of loss up to $1,000 (tled.uctible amount); the 
Authonty is .self-insured up to $50,CO) and insurance co\.·erage has be.en pun:ha�d to- cover 
losses ranging from 550.COO toSl00.(0:J.000 

.Auto and GenPr.al L1at,ilit,,. - lruurPd up tn SZO,OOJ,000 per occurrence wtth no deductible; the 
Authonty 1s self-in.sured up In SS()(l,()()] dntl t>Xc·es...-. in.-.uran,.t" hd., �n pun-haseJ ln CO\..er 
losses ranging from 5500,000 to 520,00JJ)OO 

• Public Officials' Errors and Omissions - TM Authority is St'ii-lI\SUied. up to S5()J,IXK.l and 
excess in.'furani.:e ooverage has been purchased to -cover looses rangrng from $500,(X)(J to 
S20,00D.000. 

• I 1ab1htv ln�ur.ar'lO" {Underground Storage T<l.l'lk Pollubon) - in"iurf"d up to $1,000.000 with 
510.000 deductible; the Authority is wlf·msured up to 5.500.(XX) and l'X.CL"SS insurann> cm:t>rage 
has been purchased tocovt'l" losses ranging trom S500.00U to Sl.000,00U. 

• Fidelity Poliq· - The District has purdtased insurance cover-age for losses up to $100,000 "-·ith 
a $1.000 deductible. 

• \\'osken' ComD@f'lSdtion - The Distrn:t retaU1S the nsk per occurrence oi $250,000 for loss 
sustamed by thC' employer (Dis.tnd) bt.'\.',n1:.e of liability imposN 011 tht.· emplo�·er (D1.stnct) by 
the �'\'uTkers' Compensa.hon Ad, ,nth excess in.suranc:t• to SS.lXXJ,IX)I) ilbovc tlw s.t.·U-insurt.--d 
retention of 5250.000 

T .ues and inten3t receivable • restncted 
Taxe, and intff'e§t rere1val:lle -currml wuestricted 
Retained eammgs - desigmted tor bc.u:I 

1ntt-rest l'l'll!'m)Xlon 
Rt.iiwe.l t'.HIU11gs · unJt'Slf,naited 
!'J..U"S and JSIS�Smenls - nonoperatlng revenue 

REPORT ON COMPLIANCE MD 0:-1 INTERNAL CO�OL OVER FISASCIAL RFPORTING 
BASED ON A-'11 AUDIT OF flNANCIAL STATEMENTS PERFORMED IN 

ACCORDANCE WITH GOVERN'MENT AUDtrlNG S1ANDARDS 

The Board of Directors of the 
South Co&st Water Distm:t 

Laguna Beach, California 

We have audited the hn.anda.1 sbltemmts of South Crust Water District as ot and for the vear ended June 
30, 2001, and hne issued our report thereon. dated �laTCh 20, 2002. We conducted our audit in accord.ance 
with generalh" accepted auditing standards in the Uruted States and the standards appliC'able to finanoa1 
audits con�ed in �rnmtnt Awlthng 5tatuUlrds, JS.SUed by the Comptroller General of the United States 

Compliwe 
As part of obtunmg rea'iOilable astiurance aOOut whether South Coast \.'Vater District's hnancial statements 
.iffP fre,e of m.at.-rial misstatement, we performed tests of its compliance with ceru,in provisions of laws, 
re-gulahon.,;;. mntract� a.nd grants, noncomphanc:e with wluch could haVE a dittct and material effect on the 
Jetermmat10n or fmannal stalf'ment amounts However, providing an opuuon on compliance with those 
prov1ston.'> �a.-. not an ob.�tlvt> of our audiL .:1.m.:I., acce>rdmglv. we do not expresl'i such an opinion.. The 
Tl .. "!,'U)ts of mu test,;; tl1�lu&i>tl no 1n.,;;tam:es of noncompliance that are required to be reported under 
Gm't'rnnrnt Aiuiitfllg StumJsmf:-; 

Int�I Control Over Financial � 
In planrung and pcrforrrung our audit, we constden-d South Coast Water Di<Jtrict's internal control over 
financial reporbng in order to determine our auditing procedures fur the � ot �,;pre"!Slllg our opirucm 
on the ftnanci.d statements and nut to providt· �ranee on the 1nlrmal nmtrol over finann.al reporting 
Our consideration of the internal control o�t'T hnan.,al wporttng "·ould not IWC'i"SSi!rily disclose all matters 
in the 1.ntemaJ control over fmancial reporting that inight ht_. materfdl weables.sie� A marenal weakness L<"; a 
con.d.ition in which the design or operation uf une or more of the internal cunlrol rnmpanents does rv.:>t 
reduce to a relotiwhr low level the risk that misstatem('llb m amounb. that would be matenal m rt>l.at10n to 
the 6.nanciftl statements being audited may oc-cur mMi not be dett'cted within a timely period by employees 
in the- Mnna.1 ccnuse of perfomnng their �1gned functi.ons. Wl' noted no matb.>rs involving the internal 
control over financial reportmg and its operabon that we consider to be matenaJ weaknes�s 

This report L'i lJ1tended for the information and use of the Bo.ud or Directors and managemt.'Tlt, and is not 
intended to be and should not be used by anyone other than these specitied parties 

Co6ta Mesa, Califorru.a 
�1.arch 20, 2002 

--
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APPENDIX B 

SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE 

The following is a brief summary of the provisions of the Indenture not 
otherwise summarized in the text of this Official Statement. Such summary is not 
intended to be definitive, and reference is made to the complete Indenture for the actual 
terms thereof. 

Definitions 

As used in this Summary, the following terms have the following meanings. In 
addition, terms defined elsewhere in this Official Statement and not otherwise defined 
in this Summary have the meanings given them in this Official Statement. 

"Additional Revenues" means, with respect to the issuance of any Parity 
Obligations, any or all of the following amounts: 

(a) An allowance for Net Revenues from any additions or 
improvements to or extensions of the Enterprise to be made with 
the proceeds of such Parity Obligations and also for Net Revenues 
from any such additions, improvements or extensions which have 
been made from moneys from any source but in any case which, 
during all or any part of the latest Fiscal Year or for any more recent 
consecutive 12  month period selected by the District, were not in 
service, all in an amount equal to 90�';, of the estimated additional 
average annual Net Revenues to be derived from such additions, 
improvements and extensions for the first 36 month period in which 
each addition, improvement or extension is respectively to be in 
operation, all as shown by the certificate or opinion of a qualified 
independent engineer employed by the District. 

(b) An allowance for Net Revenues arising from any increase in the 
charges made for service from the Enterprise which has become 
effective prior to the incurring of such Parity Obligations but which, 
during all or any part of the latest Fiscal Year or for any more recent 
consecutive 12  month period selected by the District, was not in 
effect, in an amount equal to the total amount by which the Net 
Revenues would have been increased if such increase in charges 
had been in effect during the whole of such Fiscal Year or 12 month 
period, all as shown by the certificate or opinion of an Independent 
Accountant or Financial Consultant employed by the District. 

"Authority" means the Coastal Districts Financing Authority, a joint powers 
authority duly organized and existing under the laws of the State of California. 

"Bond Counsel" means (a) Jones Hall, A Professional Law Corporation, or (b) 
any other attorney or firm of attorneys appointed by or acceptable to the District of 
nationally-recognized experience in the issuance of obligations the interest on which is 
excludable from gross income for federal income tax purposes under the Tax Code. 

B-1 



"Bond Insurance Policy" means the municipal bond insurance policy issued by 
the Bond Insurer insuring the payment when due of the principal of and interest on the 
Bonds as provided therein. 

"Bond Insurer" means Financial Security Assurance Inc., a New York stock 
insurance company, its successors and assigns, as issuer of the Bond Insurance Policy. 

"Bond Year" means any twelve-month period commencing on July 2 in a year 
and ending on the next succeeding July 1, both dates inclusive; except that the first Bond 
Year commences on the Closing Date and ends on July 1, 2004. 

"Closing Date" means April 8, 2003, being the date of delivery of the Bonds to 
the original purchaser of the Bonds. 

"Enterprise" means, collectively: 

(a) the entire water treatment, production, storage and distribution 
system owned or operated by the District, including but not limited 
to all facilities, properties and improvements at any time owned or 
operated by the District for the collection, treatment and supply of 
water within the service area of the District, together with any 
necessary lands, rights, entitlements and other property useful in 
connection therewith, together with all extensions thereof and 
improvements thereto hereafter acquired, constructed or installed 
by the District; and 

(b) the entire wastewater collection, treatment and disposal system 
owned or operated by the District, including but not limited to all 
facilities, properties and improvements at any time owned or 
operated by the District for the collection, treatment and disposal of 
wastewater within the service area of the District, together with any 
necessary lands, rights, entitlements and other property useful in 
connection therewith, together with all extensions thereof and 
improvements thereto hereafter acquired, constructed or installed 
by the District. 

The Enterprise does not include any property which the District determines is 
not essential to the purposes described in the foregoing clauses (a) or (b), including but 
not limited to property declared by the District to be surplus. 

"Federal Securities" means any direct general obligations of the United States of 
America (including obl igations issued or held in book entry form on the books of the 
Department of the Treasury of the United States of America), for which the full faith and 
credit of the United States of America are pledged. 

"Financial Consultant" means any consultant or firm of such consultants 
appointed by the District and who, or each of whom: (a) is judged by the District to have 
experience in matters relating to the financing of water and wastewater enterprises; (b) 
is in fact independent and not under domination of the District; (c) does not have any 
substantial interest, direct or indirect, with the District; and (d) is not connected with the 
District as an officer or employee of the District, but who may be regularly retained to 
make reports to the District. 
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"General Fund" means the existing fund by that name established and held by 
the District with respect to the Enterprise. 

"Gross Revenues" means all gross charges received for, and all other gross 
income and receipts derived by the District from, the ownership and operation of the 
Enterprise or otherwise arising from the Enterprise, including but not limited to 
investment earnings thereon; but excluding (a) connection charges, (b) Tax Revenues, (c) 
the proceeds of any special assessments or special taxes levied upon real property within 
any improvement district served by the District levied for the purpose of paying special 
assessment bonds or special tax obligations of the District relating to the Enterprise, and 
(d) any taxes levied for the sole purpose of providing for payment of principal and 
interest on any voter-approved indebtedness incurred by the District, which taxes 
would not otherwise be subject to levy but for the issuance of such indebtedness. 

"Maximum Annual Debt Service" means, as of the date of any calculation, the 
maximum sum obtained for the current or any future Fiscal Year so long as any of the 
Bonds remain Outstanding by totaling the following amounts for such Fiscal Year: 

(a) the principal amount of the Bonds coming due and payable by their 
terms in such Fiscal Year, including the principal amount of the 
Term Bonds which are subject to mandatory sinking fund 
redemption in such Fiscal Year; and 

(b) the amount of interest which would be due during such Fiscal Year 
on the aggregate principal amount of the Bonds which would be 
Outstanding in such Fiscal Year if such Bonds are retired as 
scheduled; the amount of interest which would be due during such 
Fiscal Year on the aggregate principal amount of all outstanding 
Parity Obligations, if any, which would be outstanding in such 
Fiscal Year if such Parity Obligations are retired as scheduled. 

"Moody' s" means Moody's Investors Service, its successors and assigns. 

"Net Revenues" means, for any period, an amount equal to all of the Gross 
Revenues received during such period minus the amount required to pay all Operation 
and Maintenance Costs becoming payable during such period. 

"1993 Bonds" means the $4,380,000 aggregate principal amount of Coastal 
Districts Financing Authority South Coast Water District Capital Facilities Revenue 
Bonds, Issue of 1993 issued by the Authority under the Indenture of Trust dated as of 
April 1, 1993, between the Authority and First Interstate Bank of California, as trustee. 

"Operation and Maintenance Costs" means the reasonable and necessary costs 
and expenses paid by the District for maintaining and operating the Enterprise, 
including but not limited to (a) costs of acquisition of water to be supplied by the 
Enterprise, (b) costs of electricity and other forms of energy supplied to the Enterprise, 
(c) the reasonable expenses of management and repair and other costs and expenses 
necessary to maintain and preserve the Enterprise in good repair and working order, 
and (d) the reasonable administrative costs of the District attributable to the operation 
and maintenance of the Enterprise; but in all cases excluding (i) debt service payable on 
obligations incurred by the District with respect to the Enterprise, (ii) depreciation, 
replacement and obsolescence charges or reserves therefor, (i i i)  amortization of 
intangibles or other bookkeeping entries of a similar nature, and (iv) costs and expenses 
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which are treated by the District as capital expenditures, including but not limited to the 
purchase of water not required for current consumption. 

"Permitted Investments" means any of the following which at the time of 
investment are legal investments under the laws of the State of California for the moneys 
proposed to be invested therein: 

(a) Federal Securities; 

(b) Federal Housing Administration debentures. 

(c) The listed obligations of government-sponsored agencies which are not 
backed by the full faith and credit of the United States of America: 

-Federal Home Loan Mortgage Corporation 
Participation certi ficates (excluded are stripped mortgage 
securities which are purchased at prices exceeding their principal 
amounts) 

-Senior Debt obligations 
-Farm Credit Banks (formerly: Federal Land Banks, Federal Intermediate 

Credit Banks and Banks for Cooperatives) 
Consolidated system-wide bonds and notes 

-Federal Home Loan Banks 
Consolidated debt obligations 

-Federal National Mortgage Association 
Senior debt obligations 
Mortgage-backed securities (excluded are stripped mortgage 
securities which are purchased at prices exceeding their principal 
amounts) 

-Student Loan Marketing Association 
Senior debt obligations (excluded are securities that do not have 
a fixed par value and I or whose terms do not promise a fixed 
dollar amount at maturity or call date) 

-Financing Corporation 
Debt obligations 

-Resolution Funding Corporation 
Debt obligations 

(d) Unsecured certificates of deposit, time deposits, and bankers' acceptances 
(having maturities of not more than 30 days) of any bank, including the Trustee or its 
affiliates, the short-term obligations of which are rated "A-1" or better by S&P. 

(e) Deposits the aggregate amount of which are fully insured by the Federal 
Deposit Insurance Corporation (FDIC), in banks, including the Trustee or its affiliates, 
which have capital and surplus of at least $5 million. 

(f) Commercial paper (having original maturities of not more than 270 days) 
rated "A-1 +" by S&P and "Prirne-1 "  by Moody's. 

(g) Money market funds rated "AAm" or "AAm-G" by S&P, or better, 
including funds for which the Trustee or its affiliates or subsidiaries provide investment 
or other advisory services. 
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(h) "State Obligations", which means: 

(i) Direct general obligations of any state of the United States of 
America or any subdivision or agency thereof to which is pledged 
the full faith and credit of a state the unsecured general obligation 
debt of which is rated "A3" by Moody's and "A" by S&P, or better, 
or any obligation fully and unconditionally guaranteed by any state, 
subdivision or agency whose unsecured general obligation debt is 
so rated. 

(ii) Direct general short-term obligations of any state agency or 
subdivision or agency thereof described in (i) above and rated "A
l+" by S&P and "Prime-1 "  by Moody's. 

(iii) Special Revenue Bonds (as defined in the united States Bankruptcy 
Code) of any state, state agency or subdivision described in (i) 
above and rated "AA" or better by S&P and "Aa" or better by 
Moody's. 

(i) Pre-refunded municipal obligations rated "AAA" by S&P and "Aaa" by 
Moody's meeting the following requirements: 

(i) the municipal obligations are (1) not subject to redemption prior to 
maturity or (2) the trustee for the municipal obligations has been 
given irrevocable instructions concerning their call and redemption 
and the issuer of the municipal obligations has covenanted not to 
redeem such municipal obligations other than as set forth in such 
instructions; 

(ii) the municipal obligations are secured by cash or Federal Securities 
described in clause (a) of the definition thereof ( "United States 
Treasury Obligations") which may be applied only to payment of 
the principal of, interest and premium on such municipal 
obligations; 

(iii) the principal of and interest on the United States Treasury 
Obligations (plus any cash in the escrow) has been verified by the 
report of independent certified public accountants to be sufficient to 
pay in full all principal of, interest, and premium, if any, due and to 
become due on the municipal obligations ("Verification"); 

(iv) the cash or United States Treasury Obligations serving as security 
for the municipal obligations are held by an escrow agent or trustee 
in trust for owners of the municipal obligations; 

(v) no substitution of a United States Treasury Obligations shall be 
permitted except with another United States Treasury Obligation 
and upon delivery of a new Verification; and 

(vi) the cash or United States Treasury Obligations are not available to 
satisfy any other claims, including those by or against the trustee or 
escrow agent. 
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(j) Investment agreements with a domestic or foreign bank or corporation 
(other than a life or property casualty insurance company) the long-term debt of which, 
or, in the case of a guaranteed corporation the long-term debt, or, in the case of a 
monoline financial guaranty insurance company, claims paying ability, of the guarantor 
is rated at least II AA" by S&P and II Aa" by Moody's; provided that, by the terms of the 
investment agreement: 

(i) interest payments are to be made to the Trustee at the times and in 
amounts as necessary to pay amounts due with respect to the 
Bonds; 

(ii) the invested funds are available for withdrawal without penalty or 
premium, at any time upon not more than seven (7) days' prior 
notice; the District and the Trustee hereby agree to give or cause to 
be given notice in accordance with the terms of the investment 
agreement so as to receive funds thereunder with no penalty or 
premium paid; 

(iii) the investment agreement shall state that is the unconditional and 
general obligation of, and is not subordinated to any other 
obligation of, the provider thereof, or in the case of a bank, that the 
obligation of the bank to make payments under the agreement 
ranks pari passu with the obligations of the bank to its other 
depositors and its other unsecured and unsubordinated creditors; 

(iv) the District and the Trustee receives the opinion of domestic counsel 
(which opinion shall be addressed to the District, the Trustee and 
the Bond Insurer) that such investment agreement is legal, valid, 
binding and enforceable upon the provider in accordance with its 
terms and of foreign counsel (if applicable) in form and substance 
acceptable, and addressed to, the District, the Trustee and the Bond 
Insurer; 

(v) the investment agreement shall provide that if during its term 

(a) the provider's rating by either S&P or Moody's falls below 
I

I AA-" or II Aa3", respectively, the provider shall, at its option, 
within 10 days of receipt of publication of such downgrade, 
either (i) collateralize the investment agreement by delivering 
or transferring in accordance with applicable state and federal 
laws (other than by means of entries on the provider's books) to 
the District, the Trustee or a third party acting solely as agent 
therefor (the "Holder of the Collateral") collateral free and clear 
of any third-party liens or claims the market value of which 
collateral is maintained at levels and upon such conditions as 
would be acceptable to S&P and Moody's to maintain an II A" 
rating in an II A" rated structured financing (with a market 
value approach); or (ii) repay the principal of and accrued but 
unpaid interest on the investment, and 

(b) the provider's rating by either S&P or Moody's is withdrawn or 
suspended or falls below II A- 11 or II A3", respectively, the 
provider must, at the direction of the District or the Trustee 
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(who shall give such direction i f  so directed by the Bond 
Insurer), within 10 days of receipt of such direction, repay the 
principal of and accrued but unpaid interest on the investment, 
in either case with no penalty or premium to the District or 
Trustee. 

(vi) The investment agreement shall state and an opinion of counsel 
shall be rendered, in the event collateral is required to be pledged 
by the provider under the terms of the investment agreement, at the 
time such collateral is delivered, that the holder of the Collateral has 
a perfected first priority security interest in the collateral, any 
substituted collateral and all proceeds thereof (in the case of bearer 
securities, this means the holder of the Collateral is in possession); 

(vii) the investment agreement must provide that if during its term (a) 
the provider shall default in its payment obligations, the provider's 
obligations under the investment agreement shall, at the direction of 
the District or the Trustee (who shall give such direction if so 
directed by the Bond Insurer), be accelerated and amounts invested 
and accrued but unpaid interest thereon shall be repaid to the 
District or Trustee, as appropriate, and (b) the provider shall 
become insolvent, not pay its debts as they become due, be declared 
or petition to be declared bankrupt, etc., the provider's obligations 
shall automatically be accelerated and amounts invested and 
accrued but unpaid interest thereon shall be repaid to the District or 
Trustee, as appropriate. 

(1) Repurchase which meet the following standards and criteria: 

(i) The agreement must be with (1) any domestic bank, or domestic 
branch of a foreign bank, the long term debt of which is rated at 
least II A" by S&P and Moody's; or (2) any broker-dealer with "retail 
customers" or a related affiliate thereof which broker-dealer has, or 
whose parent company (which guarantees the provider) has, long
term debt rated at least "A" by S&P and Moody's, which falls under 
the jurisdiction of the Securities Investors Protection Corporation; or 
(3) any other entity rated "A" or better by S&P and Moody's  and 
acceptable to the Bond Insurer, provided that: 

(A) The market value of the collateral is maintained at levels and upon 
such conditions as would be acceptable to S & P and Moody's to 
maintain an II A" rating in an " A" rated structured financing (with a 
market value approach and without regard to the rating of the 
provider); 

(B) The Trustee or a third party acting solely as agent therefor or for the 
Issuer (the "Holder of the Collateral" )  has possession of the 
collateral or the collateral has been transferred to the Holder of the 
Collateral in accordance with applicable state and federal laws 
(other than by means of entries on the transferor's books); 

(C) The agreement shall state and an opinion of counsel shall be 
rendered at the time such collateral is delivered that the Holder of 
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the Collateral has a perfected first priority security interest in the 
collateral, any substituted collateral and all proceeds thereof (in the 
case of bearer securities, this means the Holder of the Collateral is in 
possession); 

(D) All other requirements of S&P in respect of repurchase agreements 
shall be met. 

(E) The agreement shall provide that if during its term the provider's 
rating by either Moody's  or S&P is withdrawn or suspended or falls 
below "A-" by S&P or "A3" by Moody's, as appropriate, the 
provider must, at the direction of the Issuer or the Trustee (who 
shall give such direction if so directed by the Bond Insurer), within 
10 days of receipt of such direction, repurchase all collateral and 
terminate the agreement, with no penalty or premium to the Issuer 
or Trustee. 

Notwithstanding the above, if a repurchase agreement has a term of 270 days or 
less (with no evergreen provision), collateral levels need not be as specified in (a) above, 
so long as such collateral levels are 103% or better and the provider is rated at least "A" 
by S&P and Moody's, respectively. 

(m) The Local Agency Investment Fund which is administered by the California 
Treasurer for the investment of funds belonging to local agencies within the State of 
California. 

(n) Any other investments approved in writing by the Bond Insurer. 

"Reserve Reguirement" means an amount equal to the maximum amount of 
principal of and interest on the Bonds coming due and payable in the current or any 
future Bond Year including the principal of any Term Bonds required to be redeemed in 
such Bond Year by operation of mandatory sinking fund redemption. 

"S&P" means Standard & Poor's Corporation, of New York, New York, and its 
successors. 

"Tax Code" means the Internal Revenue Code of 1986 as in effect on the Closing 
Date or (except as otherwise referenced herein) as it may be amended to apply to 
obligations issued on the Closing Date, together with applicable temporary and final 
regulations promulgated, and applicable official public guidance published, under said 
Code. 

"Tax Revenues" means all ad valorem taxes levied upon certain taxable property 
in the District by the Board of Supervisors of Orange County, and allocated to the 
District pursuant to the provisions of Chapter 6 of Part 0.5 of Division 1 of the Revenue 
and Taxation Code of the State of California, including all payments, subventions and 
reimbursements, if any, to the District specifically attributable to taxes lost by reason of 
tax exemptions and tax rate limitations; but excluding any taxes levied for the sole 
purpose of providing for payment of principal and interest on any voter-approved 
indebtedness incurred by the District, which taxes would not otherwise be subject to 
levy but for the issuance of such indebtedness. 

"Term Bonds" means the Bonds maturing on July 1, 2021. 
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Establishment of Funds and Accounts; Flow of Funds 

Costs of Issuance Fund. The Trustee will establish the Costs of Issuance Fund 
under the Indenture, into which a portion of the proceeds of the Bonds will be deposited 
on the Closing Date. The Trustee will disburse moneys in the Costs of Issuance Fund 
from time to time to pay Costs of Issuance upon submission of requisitions of the 
District. On July 1, 2003, the Trustee will transfer any amounts remaining in the Costs of 
Issuance Fund to the Interest Account to be applied to pay a portion of the interest next 
coming due and payable on the Bonds. 

General Fund. The District has previously established the General Fund, which 
it will continue to hold and maintain for the purposes and uses set forth in the 
Indenture. The District shall deposit all Tax Revenues and Gross Revenues in the 
General Fund promptly upon the receipt thereof, and shall apply amounts in the 
General Fund solely for the uses and purposes set forth in the Indenture and for the uses 
and purposes set forth in the documents authorizing the issuance of any Parity 
Obligations. It is the intention of the District that all of the Tax Revenues received in any 
Fiscal Year will be applied to the payment of the principal of and interest on the Bonds 
before any Net Revenues are applied for such purpose. 

The District will manage, conserve and apply moneys in the General Fund in 
such a manner that all deposits required to be made under the Indenture and under the 
documents authorizing the issuance of any Parity Obligations will be made at the times 
and in the amounts so required. Subject to the foregoing sentence, so long as no Event 
of Default has occurred and is continuing, the District may at any time use and apply 
moneys in the General Fund for any one or more of the following purposes: 

• the payment of the Operation and Maintenance Costs of the 
Enterprise, 

• the acquisition and construction of extensions and improvements to 
the Enterprise; 

• the redemption of any of the Bonds which are then subject to 
redemption or the purchase from time to time in the open market of 
any Outstanding Bonds whether or not then subject to redemption 
(irrespective of the maturity or number of such Bonds) at prices and 
in such manner, either at public or private sale, or otherwise, as the 
District in its discretion may determine; or 

• any other lawful purpose of the District relating to the Enterprise. 

Bond Service Fund. On or before the 3rd Business Day preceding each Interest 
Payment Date, the District is required to withdraw from the General Fund and pay to 
the Trustee for deposit into the Bond Service Fund (which the Trustee will establish and 
hold in trust under the Indenture) an amount which, together with other available 
amounts then on deposit in the Bond Service Fund, is at least equal to the aggregate 
amount of principal of and interest coming due and payable on the Bonds on such 
Interest Payment Date, including the aggregate principal amount of the Term Bonds 
required to be redeemed on such Interest Payment Date under the mandatory sinking 
fund redemption provisions of the Indenture. 
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The Trustee will apply amounts in the Bond Service Fund solely for the purpose 
of (i) paying the interest on the outstanding Bonds when due and payable (including 
accrued interest on any Bonds purchased or redeemed under the Indenture), (ii) paying 
the principal of the Bonds at the maturity thereof, and (iii ) paying the redemption price 
of the Term Bonds upon the mandatory sinking fund redemption thereof. Upon the 
payment of all outstanding Bonds, the Trustee will transfer any moneys remaining in 
the Bond Service Fund to the District for deposit into the General Fund. 

Reserve Fund. If the amount on deposit in the Reserve Fund at any time falls 
below the Reserve Requirement due to a withdrawal of funds therefrom, or if the 
amount on deposit in the Reserve Fund falls below the Reserve Requirement on any 
annual valuation date due to a decline in the market value of Permitted Investments 
credited thereto, the Trustee will promptly notify the District of such fact and the 
District is required to promptly (i) withdraw the amount of such insufficiency from 
available Tax Revenues (first) and Net Revenues (second) on deposit in the General 
Fund, and (ii) transfer such amount to the Trustee for deposit in the Reserve Fund. No 
deposit need be made in the Reserve Fund so long as the balance therein at least equals 
the Reserve Requirement. If the amount on deposit in the Reserve Fund exceeds the 
Reserve Requirement, the Trustee will transfer such excess amount to the Bond Service 
Fund. 

If the amounts on deposit in the Bond Service Fund on any Interest Payment 
Date are insufficient to pay the principal of and interest on the Bonds then coming due, 
including the principal amount of Term Bonds required to be redeemed by operation of 
mandatory sinking fund redemption, the Trustee will withdraw the amount of such 
insufficiency from the Reserve Fund and transfer it to the Bond Service Fund. On the 
date on which all Bonds are retired, any moneys then on deposit in the Reserve Fund 
will be withdrawn by the Trustee and paid to the District. 

Redemption Fund. If the District elects to redeem outstanding Bonds under the 
optional redemption provisions of the Indenture, the District will transfer to the Trustee 
for deposit into the Redemption Fund an amount at least equal to the redemption price 
of the Bonds, excluding accrued interest, which is payable from the Bond Service Fund. 
In addition, the District will transfer or cause to be transferred to the Trustee all amounts 
required to redeem any Bonds which are subject to redemption from the proceeds of any 
sale, eminent domain proceedings or insurance awards with respect to the Enterprise, as 
described above in this Official Statement. The Trustee will apply amounts in the 
Redemption Fund solely for the purpose of paying the redemption price of Bonds, other 
than the mandatory sinking fund redemption of Term Bonds (which is payable from the 
Bond Service Fund). 

Covenants of the District 

In addition to the covenants made by the District under the Indenture which are 
described elsewhere in this Official Statement, the District makes the following 
covenants for the benefit of the Bond owners: 

Operation of Enterprise in Efficient and Economical Manner. The District 
covenants and agrees to operate the Enterprise in an efficient and economical manner 
and to operate, maintain and preserve the Enterprise in good repair and working order. 
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Sale or Eminent Domain of Entei:prise. The District covenants that the Enterprise 
will not be encumbered, sold, leased, pledged, any charge placed thereon, or otherwise 
dispose of, as a whole or substantially as a whole if such encumbrance, sale, lease, 
pledge, charge or other disposition would materially impair the ability of the District to 
pay the principal of or interest on the Bonds or any Parity Obligations, or would 
materially adversely affect its ability to comply with the terms of the Indenture or the 
documents authorizing the issuance of any Parity Obligations. The District may not 
enter into any agreement which impairs the operation of the Enterprise or any part of it 
necessary to secure adequate Tax Revenues and Net Revenues to pay the Bonds and any 
Parity Obligations, or which otherwise would impair the rights of the Bond Owners 
with respect to the Tax Revenues and the Net Revenues. If any substantial part of the 
Enterprise is sold, the payment therefor must either (a) be used for the acquisition or 
construction of improvements and extensions or replacement facilities or (b) be applied 
on a pro rata basis to redeem the Bonds and any Parity Obligations in accordance with 
the Indenture and the documents authorizing such Parity Obligations, respectively. 

Any amounts received as awards as a result of the taking of all or any part of the 
Enterprise by the lawful exercise of eminent domain, if and to the extent that such right 
can be exercised against such property of the District, must either (a) be used for the 
acquisition or construction of improvements to the Enterprise, or (b) be applied on a pro 
rata basis to redeem the Bonds and any Parity Obligations in accordance with the 
Indenture and the documents authorizing such Parity Obligations, respectively. 

Records and Accounts. The District will keep proper books of record and 
accounts of the Enterprise, separate from all other records and accounts, in which 
complete and correct entries shall be made of all transactions relating to the Enterprise. 
Said books shall, upon reasonable request, be subject to the inspection of the Bond 
Insurer, the Trustee and the Owners of not less than 10% of the outstanding Bonds or 
their representatives authorized in writing. 

The District will cause the books and accounts of the Enterprise to be audited 
annually by an independent accountant and will make available for inspection by the 
Bond Owners at the Office of the Trustee, upon reasonable request, a copy of the report 
of such independent accountant. 

Tax Covenants. The District will not take, nor permit nor suffer to be taken by 
the Trustee or otherwise, any action with respect to the proceeds of any of the Bonds 
which would cause any of the Bonds to be "arbitrage bonds" or "private activity bonds" 
within the meaning of the Tax Code. The District agrees to comply with all provisions 
of the Tax Code relating to the rebate to the United States of America of excess 
investment earnings derived from the Bond proceeds. 

Amendment of Indenture 

The Indenture may be modified or amended at any time by a supplemental 
indenture with the written consents of the Bond Insurer and the Owners of a majority in 
aggregate principal amount of the Bonds then outstanding. No such modification or 
amendment may: 

(i) extend the maturity of any Bond or reduce the interest rate thereon, 
or otherwise alter or impair the obligation of the District to pay the 
principal thereof, or interest thereon, or any premium payable on 
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the redemption thereof, at the time and place and at the rate and in 
the currency provided therein, without the written consent of the 
Owner of such Bond, or 

(ii) permit the creation by the District of any mortgage, pledge or lien 
upon the Tax Revenues or the Net Revenues superior to or on a 
parity with the pledge and lien created for the benefit of the Bonds 
(except as expressly permitted by the Indenture), or reduce the 
percentage of Bonds required for the affirmative vote or written 
consent to an amendment or modification, or 

(iii) modify any of the rights or obligations of the Trustee without its 
written consent. 

The Indenture and the rights and obligations of the District and of the Owners of 
the Bonds may also be modified or amended at any time, without the consent of any 
Owners of the Bonds, but only for any one or more of the following purposes: 

(i) to add to the covenants and agreements of the District contained in 
the Indenture, other covenants and agreements thereafter to be 
observed, or to limit or surrender any rights or power therein 
reserved to or conferred upon the District; 

(ii) to cure any ambiguity, or to cure, correct or supplement any 
defective provision contained in the Indenture, or in any other 
respect whatsoever as the District deems necessary or desirable, 
provided under any circumstances that such modifications or 
amendments do not materially adversely affect the interests of the 
Owners in the opinion of Bond Counsel filed with the District and 
the Trustee, provided that any amendment under this subsection (ii) 
must have the prior written consent of the Bond Insurer; 

(iii) to provide for the issuance of Parity Obligations, and to provide the 
terms and conditions under which such Parity Obligations may be 
issued, including but not limited to the establishment of special 
funds and accounts relating thereto and any other provisions 
relating solely thereto; 

(iv) to amend any provision to assure the exclusion from gross income 
of interest on the Bonds for federal income tax purposes under the 
Tax Code, in the opinion of Bond Counsel filed with the District and 
the Trustee. 

Events of Default and Remedies 

Events of Default. Each of the following events constitutes an Event of Default 
under the Indenture: 

(a) Failure to pay any installment of the principal of any Bonds when 
due, whether at maturity as therein expressed, by proceedings for 
redemption, by acceleration, or otherwise. 
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(b) Failure to pay any installment of interest on the Bonds when due. 

(c) Failure by the District to observe and perform any of the other 
covenants, agreements or conditions on its part contained in the 
Indenture or in the Bonds, if such failure has continued for a period 
of 30 days after written notice thereof, specifying such failure and 
requiring the same to be remedied, has been given to the District by 
the Trustee or the Bond Insurer; provided ,  however, if in the 
reasonable opinion of the District the failure stated in the notice can 
be corrected, but not within such 30 day period, such failure does 
not constitute an Event of Default if the District institutes corrective 
action within such 30 day period and thereafter diligently and in 
good faith cures the failure in a reasonable period of time not to 
exceed 60 days from the occurrence of such failure. 

(d) The District commences a voluntary case under Title 1 1  of the 
United States Code or any substitute or successor statute. 

(e) The occurrence and continuation of an event of default under and 
as defined in any Supplemental Indenture authorizing the issuance 
of Parity Obligations. 

For purposes of determining whether any event of default has occurred under 
and as described in the preceding clauses (a) or (b), no effect shall be given to payments 
made by the Bond Insurer under the Bond Insurance Policy. 

Remedies. If an Event of Default occurs and is continuing, the Trustee may with 
the prior written consent of the Bond Insurer, and at the written direction of the Bond 
Insurer or (with prior written consent of the Bond Insurer) at the written direction of the 
Owners of a majority in aggregate principal amount of the Bonds then outstanding the 
Trustee must, (a) declare the principal of the Bonds, together with the accrued interest 
thereon, to be due and payable immediately, and upon any such declaration the same 
will become immediately due and payable, anything in the Indenture or in the Bonds to 
the contrary notwithstanding, and (b) exercise any other remedies available to the 
Trustee and the Bond Owners in law or at equity to enforce the rights of the Bond 
Owners under the Indenture. 

Notice to Bond Owners. Immediately upon becoming aware of the occurrence of 
an Event of Default, the Trustee is required to give notice of such Event of Default to the 
District and to the Bond Insurer by telephone confirmed in writing. Such notice shall 
also state whether the principal of the Bonds has been declared to be or have 
immediately become due and payable. With respect to any Event of Default described 
in clauses (a) or (b) above the Trustee shall, and with respect to any Event of Default 
described in clause (c) above the Trustee in its sole discretion may, also give such notice 
to the Owners in the same manner as provided in the Indenture for notices of 
redemption of the Bonds, which shall include the statement that interest on the Bonds 
shall cease to accrue from and after the date, if any, on which the Trustee declares the 
Bonds to become due and payable under the preceding paragraph (but only to the 
extent that principal and any accrued, but unpaid, interest on the Bonds is actually paid 
on such date). 
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Application of Funds Upon Acceleration. All amounts received by the Trustee 
pursuant to any right given or action taken by the Trustee under the provisions of the 
Indenture will be applied by the Trustee as follows and in the following order: 

(a) First, to the payment of any fees, costs and expenses incurred by the 
Trustee to protect the interests of the Owners of the Bonds; payment 
of the fees, costs and expenses of the Trustee (including fees and 
expenses of its counsel, including any allocated costs of internal 
counsel) incurred in and about the performance of its powers and 
duties under the Indenture and the payment of all fees, costs and 
expenses owing to the Trustee, together with interest on all such 
amounts advanced by the Trustee at the maximum rate permitted 
by law and to the payment of any amounts owed to the Bond 
Insurer. 

(b) Second, to the payment of the whole amount then owing and unpaid 
upon the Bonds for interest and principal, with interest on such 
overdue amounts at the respective rates of interest borne by those 
Bonds, and in case such moneys shall be insufficient to pay in full 
the whole amount so owing and unpaid upon the Bonds, then to the 
payment of such interest, principal and interest on overdue 
amounts without preference or priority among such interest, 
principal and interest on overdue amounts ratably to the aggregate 
of such interest, principal and interest on overdue amounts. 

(c) Third, to the Bond Insurer for any amounts due and owing to the 
Bond Insurer as a result of its indemnification of the Trustee for 
payment of the costs and expenses of the Trustee in declaring such 
Event of Default and in carrying out the remedies granted under the 
Indenture. 

Power of Trustee to Control Proceedings. If the Trustee, upon the happening of 
an Event of Default, takes any action, by judicial proceedings or otherwise, in the 
performance of its duties under the Indenture, whether upon its own discretion, with 
the consent or at the direction of the Bond Insurer, or upon the request of the Owners of 
a majority in aggregate principal amount of the Bonds then outstanding, it has full 
power, in the exercise of its discretion for the best interests of the Owners of the Bonds, 
with respect to the continuance, discontinuance, withdrawal, compromise, settlement or 
other disposal of such action. The Trustee may not, unless there no longer continues an 
Event of Default, discontinue, withdraw, compromise or settle, or otherwise dispose of 
any litigation pending at law or in equity, if at the time there has been filed with it a 
written request signed by the Owners of a majority in principal amount of the 
outstanding Bonds opposing such discontinuance, withdrawal, compromise, settlement 
or other disposal of such litigation. 

Limitation on Owners' Right to Sue. No Owner of any Bond has the right to 
institute any suit, action or proceeding at law or in equity, for any remedy under or 
upon the Indenture, unless: 

• said Owner has previously given to the Trustee written notice of the 
occurrence of an Event of Default; 
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• the Owners of a majority in aggregate principal amount of all the 
Bonds then outstanding have requested the Trustee in writing to 
exercise the powers granted under the Indenture or to institute such 
action, suit or proceeding in its own name; 

• said Owners have tendered to the Trustee indemnity reasonably 
acceptable to the Trustee against the costs, expenses and liabilities to 
be incurred in compliance with such request; and 

• the Trustee has failed to comply with such request for a period of 60 
days after such written request has been received by, and said tender 
of indemnity has been made to, the Trustee. 

Rights of Bond Insurer 

Anything in the Indenture to the contrary notwithstanding, upon the occurrence 
and continuation of an Event of Default, the Bond Insurer is entitled to control and 
direct the enforcement of all rights and remedies granted thereunder to the Bond 
Owners, or to the Trustee for the benefit of the Bond Owners, including but not limited 
to the right to approve all waivers of any Events of Default. The rights so granted to the 
Bond Insurer will be deemed terminated and will not be exercisable by the Bond Insurer 
during any period during which the Bond Insurer is in default under the Bond 
Insurance Policy. 

The Bond Insurer will be deemed to be the Owner of all Bonds insured under the 
Insurance Policy for the following purposes and during the following times: (a) at all 
times for the purpose of the execution and delivery of a supplemental agreement 
relating to any amendment, change or modification of the Indenture; (b) at all times with 
respect to the initiation by the Bond Owners of any action to be taken under the 
Indenture by the Trustee at the request of such Owners, which under the Indenture 
requires the written approval or consent of or permits initiation by the Owners of a 
specified principal amount of Bonds then outstanding; and (c) following the occurrence 
of an Event of Default for all other purposes. 

To the extent the Indenture confers upon or gives to the Bond Insurer any right, 
remedy or claim under or by reason of the Indenture, the Bond Insurer is explicitly 
recognized as being a third-party beneficiary under the Indenture and may enforce any 
such right, remedy or claim conferred, given or granted under the Indenture. 

Defeasance of Bonds 

The District has the right to pay and discharge the entire indebtedness on any 
Bonds in any one or more of the following ways: 

• by paying or causing to be paid the principal of and interest on such 
Bonds, as and when the same become due and payable; 

• by irrevocably depositing with the Trustee or an escrow bank, in 
trust, at or before maturity, an amount of cash which, together with 
the available amounts then on deposit in the funds and accounts 
established under the Indenture, in the opinion or report of an 
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independent accountant is  fully sufficient to pay such Bonds, 
including all principal, interest and redemption premium, if any; 

• by irrevocably depositing with the Trustee or an escrow bank, in 
trust, Federal Securities in such amount as an independent accountant 
determines will, together with the interest to accrue thereon and 
available moneys then on deposit in any of the funds and accounts 
established under the Indenture, be fully sufficient to pay and 
discharge the indebtedness on such Bonds (including all principal, 
interest and redemption premium, if any) at or before maturity; or 

• by purchasing such Bonds prior to maturity and tendering such 
Bonds to the Trustee for cancellation; 

Upon such action, and notwithstanding that any such Bonds have not been 
surrendered for payment, the pledge of the Tax Revenues and Net Revenues and other 
funds provided for in the Indenture and all other obligations of the Trustee and the 
District under the Indenture with respect to such Bonds will cease and terminate. 

Notwithstanding the foregoing provisions, in the event that the principal of and 
interest and redemption premium on the Bonds are paid by the Bond Insurer pursuant 
to the Bond Insurance Policy, the obligations of the Trustee and the District will continue 
in full force and effect and the Bond Insurer will be fully subrogated to the rights of all 
Owners of the Bonds so paid. 
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APPENDIX C 

FORM OF 

BOND COUNSEL OPINION 

Board of Directors 
South Coast Water District 
31592 West Street 
Laguna Beach, California 92651-6907 

April 8, 2003 

OPINION: $3,795,000 South Coast Water District 
2003 Enterprise Revenue Refunding Bonds 

Members of the Board of Directors: 

We have acted as bond counsel to the South Coast Water District (the 
"District") in connection with the issuance by the District of $3,795,000 aggregate 
principal amount of bonds of the District designated the "South Coast Water District 
2003 Enterprise Revenue Refunding Bonds" (the "Bonds"), under the provisions of 
Articles 10 and 1 1  of Chapter 3 of Part 1 of Division 2 of Title 5 of the California 
Government Code, commencing with Section 53570 of said Code (the "Bond Law" ), 
under an Indenture of Trust dated as of April 1, 2003 (the "Indenture"), between the 
District and BNY Western Trust Company, as trustee, and under a resolution of the 
Board of Directors of the District adopted on February 20, 2003. We have examined the 
Bond Law, an executed copy of the Indenture and such certified proceedings and other 
papers as we deem necessary to render this opinion. 

As to questions of fact material to our opinion, we have relied upon 
representations of the District contained in the Indenture and in the certified proceedings 
and other certifications of public officials furnished to us, without undertaking to verify 
the same by independent investigation. 

Based upon our examination we are of the opinion, under existing law, that: 

1 .  The District is a county water district organized and existing under the laws 
of the State of California, with power to enter into the Indenture, to perform the 
agreements on its part contained therein and to issue the Bonds. 

2. The Bonds have been duly authorized, executed and delivered by the 
District and are legal, valid and binding obligations of the District, payable solely from 
the sources provided therefor in the Indenture. 

C-1 



Board of Directors 
Sou th Coast Water District 
April 8, 2003 
Page 2 

3 .  The Indenture has been duly approved by the District and constitutes a 
legal, valid and binding obligation of the District enforceable against the District in 
accordance with its terms. 

4 .  Under the Bond Law, the Indenture establishes a valid lien on and pledge of 
the Tax Revenues and the Net Revenues of the Enterprise (as such terms are defined in 
the Indenture) for the security of the Bonds and any obligations issued on a parity 
therewith. 

5 .  The interest on the Bonds is excluded from gross income for federal income 
tax purposes and is not an item of tax preference for purposes of the federal alternative 
minimum tax imposed on individuals and corporations; it should be noted, however, 
that, for the purpose of computing the alternative minimum tax imposed on 
corporations (as defined for federal income tax purposes), such interest is taken into 
account in determining certain income and earnings. The Bonds are "qualified tax� 
exempt obligations" within the meaning of Section 265(b)(3) of the Internal Revenue 
Code of 1986 (the "Tax Code") and, in the case of certain financial institutions (\'\ithin 
the meaning of Section 265(b)(5) of the Tax Code), a deduction is allowed for eighty 
percent (80% ) of that portion of such financial institutions' interest expense allocable to 
interest payable with respect to the Bonds. The opinions set forth in the preceding 
sentences are subject to the condition that the District comply with all requirements of 
the Tax Code that must be satisfied subsequent to the issuance of the Bonds in order 
that interest thereon be, or continue to be, excluded from gross income for federal income 
tax purposes. The District has covenanted in the Indenture to comply with each such 
requirement. Failure to comply with certain of such requirements may cause the 
inclusion of interest on the Bonds in gross income for federal income tax purposes to be 
retroactive to the date of issuance of the Bonds. We express no opinion regarding other 
federal tax consequences arising with respect to the Bonds. 

6. The interest on the Bonds is exempt from personal income taxation imposed 
by the State of California. 

The rights of the owners of the Bonds and the enforceability of the Bonds and the 
Indenture may be subject to bankruptcy, insolvency, moratorium and other similar laws 
affecting creditors' rights heretofore or hereafter enacted and their enforcement may be 
subject to the exercise of judicial discretion in accordance with general principles of 
equity. 

Respectfully submitted, 

Jones Hall, 
A Professional Law Corporation 
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APPENDIX D 

CONTINUING DISCLOSURE CERTIFICATE 

This Continuing Disclosure Certificate (this "Disclosure Certificate" ) is executed 
and delivered by the South Coast Water District (the "District" ) in connection with the 
issuance of the $3,795,000 aggregate principal amount of South Coast Water District 
2003 Enterprise Revenue Refunding Bonds (the "Bonds"). The Bonds are being issued 
under an Indenture of Trust dated as of April 1, 2003 (the "Indenture") benveen the 
District and BNY Western Trust Company, as trustee (the "Trustee"). The District 
covenants and agrees as follows: 

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is 
being executed and delivered by the District for the benefit of the holders and beneficial 
owners of the Bonds and in order to assist the Participating Underwriters in complying 
with Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission under the 
Securities Exchange Act of 1934, as amended. 

Section 2. Definitions. In addition to the definitions set forth in the Indenture, 
which apply to any capitalized term used in this Disclosure Certificate unless otherwise 
defined in this Section, the following capitalized terms have the following meanings: 

"Annual Report" means any Annual Report provided by the District under, and 
as described in, Sections 3 and 4 of this Disclosure Certificate. 

"Dissemination Agent" means the District or any successor Dissemination Agent 
designated in writing by the District and which has filed with the District a written 
acceptance of such designation. 

"Listed Events" means any of the events listed in Section S(a) of this Disclosure 
Certificate. 

"National Repository" means any Nationally Recognized Municipal Securities 
Information Repository for purposes of the Rule. As of the date of this Disclosure 
Certificate, the following is a complete list of all the National Repositories: 

Bloomberg Municipal Repository 
100 Business Park Drive 

Skillman, New Jersey 08558 
Phone: (609) 279-3225 
Fax: (609) 279-5962 

Email: Munis@Bloomberg.com 

FT Interactive Data 
Attn: NRMSIR 

100 William Street 
New York, New York 10038 

Phone: (212) 771-6999 
Fax: (212) 771 -7390 

Email: NRMSIR@FTID.com 
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DPC Data Inc. 
One Executive Drive 

Fort Lee, NJ 07024 
Phone: (201) 346-0701 
Fax: (201) 947-0107 

Email : nrmsir@dpcdata.com 

Standard & Poor's J. J. Kenny Repository 
55 Wastewater Street, 45th Floor 

New York, NY 10041 
Phone: (212) 438-4595 

Fax: (212) 438-3975 
Email: nrrnsir repository@sandp.com 

mailto:Munis@Bloomberg.com
mailto:nrmsir@dpcdata.com
mailto:NRMSIR@FTTD.rom
mailto:nrmsir_repository@sandp.com


"Participating Underwriter" means any of the original underwriters of the Bonds 
required to comply with the Rule in connection with offering of the Bonds. 

"Repository" means each National Repository and each State Repository. 

"Rule" means Rule 15c2-12(b)(5) adopted by the Securities and Exchange 
Commission under the Securities Exchange Act of 1934, as the same may be amended 
from time to time. 

"State Repository" means any public or private repository or entity designated by 
the State of California as a state repository for the purpose of the Rule and recognized 
as such by the Securities and Exchange Commission. As of the date of this Disclosure 
Certificate, there is no State Repository. 

Section 3. Provision of Annual Reports. 

(a) The District shall, or shall cause the Dissemination Agent to, not later than 
nine months after the end of the District' s fiscal year (which currently would be March 
31 based upon the District's current June 30 fiscal year), commencing with the report due 
by March 31,  2004, for the 2003-03 Fiscal Year, provide to each Repository an Annual 
Report which is consistent with the requirements of Section 4 of this Disclosure 
Certificate. Not later than 15  Business Days prior to said date, the District shall 
provide the Annual Report to the Dissemination Agent (if other than the District) . The 
Annual Report may be submitted as a single document or as separate documents 
comprising a package, and may include by reference other information as provided in 
Section 4 of this Disclosure Certificate; provided that the audited financial statements 
of the District may be submitted separately from the balance of the Annual Report, and 
later than the date required above for the filing of the Annual Report if not available by 
that date. If the District's fiscal year changes, it shall give notice of such change in the 
same manner as for a Listed Event under Section S(c). 

(b) If the District is unable to provide to the Repositories an Annual Report by 
the date required in subsection (a), the District shall send a notice to the Municipal 
Securities Rulemaking Board and the appropriate State Repository, if any, in 
substantially the form attached as Exhibit A. 

(c) The Dissemination Agent shall: 

(i) determine each year prior to the date for providing the Annual 
Report the name and address of each National Repository 
and each State Repository, if any; and 

(ii) if the Dissemination Agent is other than the District, file a 
report with the District certifying that the Annual Report has 
been provided under this Disclosure Certificate, stating the 
date it was provided and listing all the Repositories to which 
it was provided. 

Section 4. Content of Annual Reports. The District's Annual Report shall 
contain or incorporate by reference the following: 

( a) Audited Financial Statements prepared in accordance with 
generally accepted accounting principles as promulgated to apply 
to governmental entities from time to time by the Governmental 
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Accounting Standards Board. If the District's audited financial 
statements are not available by the time the Annual Report is 
required to be filed under Section 3(a), the Annual Report shall 
contain unaudited financial statements in a format similar to the 
financial statements contained in the final Official Statement, and 
the audited financial statements shall be filed in the same manner 
as the Annual Report when they become available. 

(b) To the extent not contained in the audited financial statements filed 
under the preceding clause (a), the Annual Report shall contain 
information showing the following: 

(i) information concerning any revision in the adopted rates and 
charges which are generally imposed by the District upon 
users within the service area of the Wastewater System; 

(ii) total Tax Revenues and Net Revenues received by the District 
during the preceding fiscal year and the amount by which such 
Tax Revenues and Net Revenues provide coverage for the 
payments of debt service coming due in such fiscal year with 
respect to the Bonds and any other Parity Obligations; and 

(iii) for any customer whose total billings in the preceding fiscal 
year represent 10% or more the Gross Revenues of the 
Wastewater Enterprise, (1) the total amount of Gross 
Revenues derived from such customer and (2) the percent of 
total Gross Revenues represented by such customer for such 
fiscal year. 

(c) In addition to any of the information expressly required to be 
provided under paragraphs (a) and (b) of this Section, the District 
shall provide such further information, if any, as may be necessary 
to make the specifically required statements, in the light of the 
circumstances under which they are made, not misleading. 

Any or all of the items listed above may be included by specific reference to other 
documents, including official statements of debt issues of the District or related public 
entities, which have been submitted to each of the Repositories or the Securities and 
Exchange Commission. If the document included by reference is a final official 
statement, it must be available from the Municipal Securities Rulemaking Board. The 
District shall clearly identify each such other document so included by reference. 

Section 5. Reporting of Significant Events. 

( a )  Under the provisions of this Section 5, the District shall give, or cause to be 
given, notice of the occurrence of any of the following events with respect to the Bonds, 
if material: 

(1) Principal and interest payment delinquencies. 

(.2 )  on-payment related defaults. 

(� ) Unscheduled draws on debt service reserves reflecting 
financial difficulties. 
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(1) Unscheduled draws on credit enhancements reflecting 
financial difficulties. 

(.2) Substitution of credit or liquidity providers, or their failure 
to perform. 

(2) Adverse tax opinions or events affecting the tax-exempt 
status of the security. 

(Z) 

(.8) 

(2 ) 

(10) 

(11) 

Modifications to rights of security holders. 
Contingent or unscheduled bond calls. 
Defeasances. 
Release, substitution, or sale of property 
repayment of the securities. 
Rating changes. 

securing 

(b) Whenever the District obtains knowledge of the occurrence of a Listed 
Event, the District shall as soon as possible determine if such event would be material 
under applicable Federal securities law. 

(c) If the District determines that knowledge of the occurrence of a Listed Event 
would be material under applicable Federal securities law, the District shall promptly 
file a notice of such occurrence with the Municipal Securities Rulemaking Board and each 
State Repository. Notwithstanding the foregoing, notice of Listed Events described in 
subsections (a)(8) and (9) need not be given under this subsection any earlier than the 
notice (if any) of the underlying event is given to holders of affected Bonds under the 
Indenture. 

Section 6. T errnination of Reporting Obligation. The District's obligations under 
this Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or 
payment in full of all of the Bonds. If such termination occurs prior to the final maturity 
of the Bonds, the District shall give notice of such termination in the same manner as for 
a Listed Event under Section S(c). 

Section 7. Dissemination Agent. The District may, from time to time, appoint or 
engage a Dissemination Agent to assist it in carrying out its obligations under this 
Disclosure Certificate, and may discharge any such Agent, with or without appointing a 
successor Dissemination Agent. 

Section 8. Amendment: Waiver. Notwithstanding any other provision of this 
Disclosure Certificate, the District may amend this Disclosure Certificate, and any 
provision of this Disclosure Certificate may be waived, provided that the following 
conditions are satisfied: 

(a)  i f  the amendment or waiver relates to the provisions of Sections 
3(a), 4 or S(a), it may only be made in connection with a change in 
circumstances that arises from a change in legal requirements, 
change in law, or change in the identity, nature, or status of an 
obligated person with respect to the Bonds, or type of business 
conducted; 

(b) the undertakings herein, as proposed to be amended or waived, 
would, in the opinion of nationally recognized bond counsel, have 
complied with the requirements of the Rule at the time of the 
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primary offering of the Bonds, after taking into account any 
amendments or interpretations of the Rule, as well as any change in 
circumstances; and 

(c) the proposed amendment or waiver either (i) is approved by 
holders of the Bonds in the manner provided in the Indenture for 
amendments to the Indenture with the consent of holders, or (ii) 
does not, in the opinion of the Trustee or nationally recognized 
bond counsel, materially impair the interests of the holders or 
beneficial owners of the Bonds. 

If the annual financial information or operating data to be provided in the 
Annual Report is amended under the provisions hereof, the first annual financial 
information filed pursuant hereto containing the amended operating data or financial 
information shall explain, in narrative form, the reasons for the amendment and the 
impact of the change in the type of operating data or financial information being 
provided. 

If an amendment is made to the undertaking specifying the accounting principles 
to be followed in preparing financial statements, the annual financial information for the 
year in which the change is made shall present a comparison between the financial 
statements or information prepared on the basis of the new accounting principles and 
those prepared on the basis of the former accounting principles. The comparison shall 
include a qualitative discussion of the differences in the accounting principles and the 
impact of the change in the accounting principles on the presentation of the financial 
information, in order to provide information to investors to enable them to evaluate the 
abili ty of the District to meet its obligations. To the extent reasonably feasible, the 
comparison shall be quantitative. A notice of the change in the accounting principles 
shall be sent to the Repositories in the same manner as for a Listed Event under Section 
S(c). 

Section 9. Additional Information. Nothing in this Disclosure Certificate shall be 
deemed to prevent the District from disseminating any other information, using the 
means of dissemination set forth in this Disclosure Certificate or any other means of 
communication, or including any other information in any Annual Report or notice of 
occurrence of a Listed Event, in addition to that which is required by this Disclosure 
Certificate. If the District chooses to include any information in any Annual Report or 
notice of occurrence of a Listed Event in addition to that which is specifically required 
by this Disclosure Certificate, the District shall have no obligation under this Disclosure 
Certificate to update such information or include it in any future Annual Report or 
notice of occurrence of a Listed Event. 

Section 10. Default. In the event of a failure of the District to comply with any 
provision of this Disclosure Certificate any holder or beneficial owner of the Bonds may 
take such actions as may be necessary and appropriate, including seeking mandate or 
specific performance by court order, to cause the District to comply with its obligations 
under this Disclosure Certificate. A default under this Disclosure Certificate shall not be 
deemed an Event of Default under the Indenture, and the sole remedy under this 
Disclosure Certificate in the event of any failure of the District to comply with this 
Disclosure Certificate shall be an action to compel performance. 

Section 11 .  Duties, Immunities and Liabilities of Dissemination Agent. The 
Dissemination Agent shall have only such duties as are specifically set forth in this 
Disclosure Certificate, and the District agrees to indemnify and save the Dissemination 
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Agent, its officers, directors, employees and agents, harmless against any loss, expense 
and liabilities which it may incur arising out of or in the exercise or performance of its 
powers and duties hereunder, including the costs and expenses (including attorneys 
fees) of defending against any claim of liability, but excluding liabilities due to the 
Dissemination Agent's negligence or willful misconduct. The obligations of the District 
under this Section shall survive resignation or removal of the Dissemination Agent and 
payment of the Bonds. 

Section 12. Beneficiaries. This Disclosure Certificate shall inure solely to the 
benefit of the District, the Dissemination Agent, the Participating Underwriters and 
holders and beneficial owners from time to time of the Bonds, and shall create no rights 
in any other person or entity. 

Date: April 8, 2003 
SOUTH COAST WATER DISTRICT 

General Manager 
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APPENDIX E 

BOOK-ENTRY ONLY SYSTEM 

DTC is a limited-purpose trust company organized under the New York Banking Law, a 
"banking organization" within the meaning of the New York Banking Law, a member of the 
Federal Reserve System, a "clearing corporation" within the meaning of the New York Uniform 
Commercial Code, and a "clearing agency" registered pursuant to the provisions of Section 17 A 
of the Securities Exchange Act of 1934. DTC holds securities that its participants 
("Participants" )  deposit with DTC. DTC also facilitates the settlement among Participants of 
securities transactions, such as transfers and pledges, in deposited securities through electronic 
computerized book-entry changes in Participants' accounts, thereby eliminating the need for 
physical movement of securities certificates. "Direct Participants" include securities brokers 
and dealers, banks, trust companies, clearing companies, and certain other organizations. DTC 
is owned by a number of its Direct Participants and by the New York Stock Exchange, Inc., the 
American Stock Exchange, Inc., and the National Association of Securities Dealers, Inc. Access 
to the DTC system is also available to others such as securities brokers and dealers, banks and 
trust companies that clear through or maintain a custodial relationship with a Direct 
Participant, either directly or indirectly ("Indirect Participants") .  The Rules applicable to DTC 
and its Participants are on file with the Securities and Exchange Commission. 

Purchases of Bonds under the DTC system must be made by or through Direct 
Participants, which will receive credit for the Bonds on DTC's records .  The ownership interest 
of each Beneficial Owner is in turn to be recorded on the Direct and Indirect Participants' 
records. Beneficial Owners will not receive written confirmation from DIC of their purchase, 
but Beneficial Owners are expected to receive written confirmations providing details of the 
transaction, as well as periodic statements of their holdings, from the Direct or Indirect 
Participant through which the Beneficial Owner entered into the transaction. Transfers of 
ownership interest in the Bonds are to be accomplished by entries made on the books of 
Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive Bonds 
representing their ownership interests in Bonds, except in the event that use of the book-entry 
system for the Bonds is discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Participants with DTC are 
registered in the name of DTC's partnership nominee, Cede & Co. The deposit of Bonds with 
DTC and their registration in the name of Cede & Co. effect no change in beneficial ownership. 
DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC's records reflect only 
the identity of the Direct Participants to whose accounts such Bonds are credited, which may or 
may not be the Beneficial Owners. The Participants will remain responsible for keeping account 
of their holdings on behalf of their customers. 

Conveyance of notices and other communications by DIC to Direct Participants, by 
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants 
to Beneficial Owners will be governed by arrangements among them, subject to any statutory or 
regulatory requirements as may be in effect from time to time. 

Prepayment notices will be sent to Cede & Co. If less than all of the Bonds within a 
maturity are being prepaid, DTC's practice is to determine by lot the amount of the interest of 
each Direct Participant in such maturity to be prepaid. 

Neither DTC nor Cede & Co. will consent or vote with respect to Bonds. Under its usual 
procedures, DTC mails an Omnibus Proxy to the City as soon as possible after the record date. 
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The Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct 
Participants to whose accounts the Bonds are credited on the record date (identified in a listing 
attached to the Omnibus Proxy). 

Principal and interest payments with respect to the Bonds will be made to OTC. OTC' s 
practice is to credit Direct Participants' accounts on the payment date in accordance with their 
respective holdings shown on DTC's records unless OTC has reason to believe that it will not 
receive payment on a payment date. Payments by Participants to Beneficial Owners will be 
governed by standing instructions and customary practices, as is the case with securities held 
for the accounts of customers in bearer form or registered in "street name," and will be the 
responsibility of such Participant and not of OTC, the Trustee or the City, subject to any 
statutory or regulatory requirements as may be in effect from time to time. Payment of 
principal and interest to OTC is the responsibility of the City or the Trustee, disbursement of 
such payments to Direct Participants will be the responsibility of OTC, and disbursement of 
such payments to the Beneficial Owners will be the responsibility of Direct and Indirect 
Participants. 

The City and the Trustee cannot and do not give any assurances that OTC will distribute 
to Participants, or that Participants or others will distribute payments of principal or interest 
with respect to the Bonds paid to OTC or its nominee as the registered Owner, or any 
prepayment or other notices, to the Beneficial Owners, or that they will do so on a timely basis 
or will serve and act in the manner described in this Official Statement. The City and the 
Trustee are not responsible or liable for the failure of OTC or any Participants to make any 
payment or give any notice to a Beneficial Owner with respect to the Bonds or any error or 
delay relating thereto. 

The foregoing description of the procedures and record-keeping with respect to 
beneficial ownership interests in the Bonds, payment of principal, interest and other payments 
with respect to the Bonds to Participants or Beneficial Owners, confirmation and transfer of 
beneficial ownership interests in such Bonds and other related transactions by and between 
OTC, the Participants and the Beneficial Owners is based on information provided by OTC. 
Accordingly, the City takes no responsibility for the accuracy thereof. 
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-� FINANCIAL 
Ir SECURfIY 
11..r' ASSURANCE� 

MUNICIPAL 

INSURAN 

ISSUER: 

BONDS: 

nt express mo · · by an endorsement hereto, the following terms shall have 
all purpo s of this Policy. "Business Day" means any day other than (a) a 
a day on hich banking institutions in the State of New York or the Insurer's 

d or re ed by law or executive order to remain closed. "Due for Payment" 
the ncipal of a Bond, payable on the stated maturity date thereof or the date 

w ich h sa e shall v een duly called for mandatory sinking fund redemption and does not refer 
t 

ij
n e rli r d te on w payment is due by reason of call for redemption (other than by mandatory 

s ki g f n re mption), acceleration or other advancement of maturity unless Financial Security shal l 
el , in s ol discretion ,  to pay such principal due upon such acceleration together with any accrued 
interest t e d te of acce leration and (b) when referring to interest on a Bond, payable on the stated date 
for pay en interest. "Nonpayment" means, in respect of a Bond, the fai lure of the Issuer to have 
provid su 1cient funds to the Trustee or, if there is no Trustee, to the Paying Agent for payment in full of 
all pri ipal and interest that is Due for Payment on such Bond. "Nonpayment" shall also include, in 
resp t of a Bond, any payment of principal or interest that is Due for Payment made to an Owner by or on 

If of the Issuer which has been recovered from such Owner pursuant to the 



United States Bankruptcy Code by a trustee in bankruptcy in accordance with 
of a court having competent jurisdiction. "Notice" means telephonic or t 
confirmed in a signed writing, or written notice by registered or certified ail, 
or the Paying Agent to Financial Security which notice shall speci (a the 
claim, (b) the Policy Number, (c) the claimed amount and (d) the s ch cl i 
for Payment. "Owner" means, in respect of a Bond, the perso r e tity ho, t 
is entitled under the terms of such Bond to payment ther of, exce t t at " 
Issuer or any person o r  entity whose di rect or indirect o io con it es th 
Bonds. 

rt, and 
r otherwise) 

subrogation, 
av le to Financial 

press provisions of 

I Se u , and shall not be modified, 
, y modification or amendment 
d rs hereto, (a) any premium paid in 

, including payment, or provision being 
n (b) hi o licy may not be canceled or revoked. 
E TY ASUALTY INSURANCE SECURITY FUND 

SU CE LAW. 

RITY ASSURANCE INC. has caused this Pol icy to be 

FINANCIAL SECURITY ASSURANCE INC. 

By --------=-----
Authorized Officer 

(21 2)  826-01 00 



p •. FINANCIAL 
SECURI1Y 
ASSURANCE(Jt 

ISSUER: 

BONDS: 

Notwithstanding the terms an 
insurance provided by this Po · i n 
established pursuant to Articl 4.2 ( m 
the California Insurance C e. 

In witnjss whereo 
e��d o, 

1 
its behalf 

I \ I 

rJ 1 1  

A s bs· i of Financial Security Assurance Holdings Ltd. 
35 Pa Avenue, New York, N.Y. 1 0022-6022 

RITY ASSURANCE INC. 

Authorized Officer 

(21 2) 826-01 00 
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