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Turning Pipe Dreams into Reality

If Orange County government officials had imagined,
many decades ago, that one day they would need a highly complex
infrastructure to serve more than 2.5 million people, they would
have called it a pipe dream. But today, that kind of state-of-art system
is exactly what the Orange County Sanitation District has created.
With more than 500 miles of sewers and $6 billion in assets, it's more

impressive than anyone ever imagined.
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Letter from the General Manager

Much of what happens af the Crange County Sanitation District takes place
behind the scenas. O rather, underground and out of sight. On top of that, the work
we do Is something that no one ever thinks about. And becouss we do it right, no
one ever has to think about . $o accolades from ouwr constiftuents — the clitizens and
businessas of Oronge County we serve — are offen few and far between. But that's okay
with us. With the strong leadeship and guldance from our Board of Directors, we fake

qQuist pride In managing and operating one of the county’s most imporfant agencles.

It's becousea of this iImportfance that we remain so commiltted fo protecting
the public’s health and Crange County s environmeant — ensuring the county s sswer
Infrostructure remains as efficlent as possible and that its caopacdcity can easily hande

today’s needs and tomomow’s requiremeanits. We are constanily finding ways to madmize
our finlte resources and limited spoce through ingenuity and creative thinking. while
reaching out to our community to find new and better ways to serve them.

On the pages that follow, you'll see the resulfs of this commiiment to Orange
County. At the same time, you'll get a giimpsa of an impressive Infrostructure that
many paople never sea. Our state-of-the-art systems. Our massive plpe network.
Our leading technologles. Our Innovative programs. We continue to keep Crange
County working and growing. and perhaps most importantty, bilissfully ignoring
what goes on after they fiush.
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Laying the groundwork for tomorrow’s Orange County.

Orange County has come of age. While still growing and innovating, the county
offers the matunity and well-developed amenities necessary for communifies fo truly
thive. Enfertainmnent, leisure time activities, leading business centers, and progressive
transportation options work In harmony with efficiently cperating utilities, recycling
and landfill cperations.

And underneath it all Is a network of pipes and pump stations that kesp Orange
County moving, literally. it's all part of the county s crfical sewer infrastructure. As the
cument aging system nears the end of its lifecycle, the Crange County Sanitation Distict
s hiard at wiork ensuring this important backlbones remains strong so Orange Counity
can continue to prosper well into the future,

In achieving this goal we have Inffiated projects all over the county planning
bullding, Installing. refurbishing, and upgrading our sewer system according fo regulations
that require a fully funclional secondary system. We have done so all within an ambitious
fimeframe whille making every effort to have as litfle impoact as possibde on lecal fraffic
and nelghiborhoods tThroughout our serdice area.

The result is a high-performance underground system and nearly unobinusve
above-ground Infrastructure. This systemn keeps sswers fiowing so efficiently that residents
and customers never even have o think albout it and city officials and planiners never
have to worry about the future.,

Building a foundation for responsible stewardship.

A significant part of our job is to dispose of the community’s wastewater And
Qs gatekecper of this system, we must do so with as little impact to our environmenit
Qs possible, Cutting cormers on this responsibility isnt even an option because
the stakes are so high. 230 million gallons of

wastewcater every deay.

We process more than
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50, wihen it comes fo releasing some of our treated wasteswater into the ocean, we
do 5o with great care. Through our oCcean moniforing program we conduct confinuous
research and monitoring with the help of leading marine experts from the Scripps
Institution of Oceanography, the federal government, and prominent uniersities.

The wastewater journey begins at our Huntington Beach and Fountain Valley
facilifies and fravels five miles out fo sea through an undersater pipe. In fact, thanks to
safeguards and measures that offen go above and beyond regulations, we've been
proftecting marine ife and the ocean emnvironment for more than 30 years.

We ensure that It sfays protected by conducting rmore than 100,000 water sample
tests annually, as well as, monitoring sediment, fish, and other marne life in 35 square
milles of ocean water off Orange County s coast and almost 15 milles of beach, from
Sedl Beach fo Crystal Cove. Based on our analysis over the past severnal years of almost
200,000 fish and more than 170000 invertebrates, we are proven responsitle stewards
of our ocean. Independent monitoing programs from the U5, Envronmental Protection
Agency and Califomia Regional Water Quality Confrol Board all confirmn our findings.

Closing the circle on providing pure water to the county.

What began in 1995 as a plan to create a safe, high-quality, drought-proof drinkdng
wiarer system in Orange County has become the largest and one of the most innovative
grounchwater replenishment systems ever bullt — one modeled throughout the wod,
from San Jose to Singapore.

After all, what's more imporfant than having a reliakle supply of drinking water?
50 we parnened with the Orange County Water District and developed the Groundreater
Replenishment (GWR) Systern. Using leading edge technologies, the GWR System

OCSD has nearly 120
captures partially freated sewer wiater and purifies it to a leve that actually surpasses

capital improvement
projects elther currently
under construction or
planned through 2020.

-,
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bottled water quality. While costs are about the same as imporfing water from NMorthem
Cadlifomia, we are able to cut the energy necessary to do so in half whille also reducing
our rellance on external water sources,

Cur two agencles invested 5480 million to bring this project to frultion in 2007 — with
the help of state and federal agencies and the Metropolitan Water District, which
confributed a combined $177 milion to ensure its success.

Improving workflow to enhance sewer- and cash-flow.

A small construction project might not seem too important wihen compared fo
some of our more prominent endeavaors. But when you add almost a hundred of these
projects to the plcture, the overall bottom line can really add up. 50, we assemibled a
Fast Track Team to ensure they receive their due attention. The result? For every 60 or so
fast-tracked projects we complete, we re saving about 53 million.

How dowie do it? Our feam first looks at what we have — our resources, faclities
and programs — and then at what we need to accomplish. We add in some creative
thinking and smart planning and we come up with some highly effective ways to
solve fraditional challenges and reduce costs,

Redefine. Through our efforts, we changed the way projects over 510 million can be
buitt, Working with the State legisiature, we were granted approval to use design-tullt
methods, and now we have the fliexibility to complete projects faster with greater creativity
while saving money. Those time and cost savings directly affect our bottomline and
legsen the pressure to seek rate Increases.

Rethink. Instead of drawing on more and more ensrgy for nesw projects or expanding
faciifies Into spoce we don't even have, we tum to better ways of doing things. For The GWR System
example, we partnered with EnerTech Bnvironmeantal, inc. because of their fechnology
to convert blosolids into high-grade renswalbile fuesl, offedng significant cost sovings
over alternative options.

is able to produce up to
70 million gallons of

purified water every day.
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Our training, leadership

and mentoring programs
are helping us prepare
for the next generation of
OCSsD's workiorce.
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Reorganize. We're now leaner and meansl in a good way. We strearmniined our
deparmment structure by half, cut our board commiffeses and mesting schedules from
eight to four, and adusted mesating schadules so everyons works more efficlently.

Pumping up our people power.

We have achieved a great deal in the past year because of the expertise,

designed programs fo retain and affract the next generation of skiled employees,

We've created a Succession Management Program (SMP) that helps us forecast

minimizing the immpact of the next generation of changes.

After identifying and locating the right callber employess, our fraining and mentoing
programs ensure they are fully prepared and fit the job at hand. This on-the-job
alko passes down our best practices and hard-=earned skills from our most
employees fo those who will be tomormow s most experienced staff memibers.

Making critical connections through outreach.

Ernsuring that Orange County has an efficient and safe, sewer system s sefous
business — and we freat it that way. But it can also have a lighter side. One that
gives us tThe abillity to promote education and give back o the community In fun
and meaningful wiays.

Take our youth programs, for example. Bach surnmern, we partner with the Municipal
Water District of Orange County, Orange County Water Distdct, Irvine Ranch Water
District, County of Orange, and National Water Research Institute to host a
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for students who are inferested in sclence and the environment. Through hands-on
activifies and interactive lessons, kids gain a better understanding of our water resources,
where they come from, and what it takes fo move water in and out of the comimunity.

Throughout the yvear, we host our popular Sewer Sclence hands-on labs for

high school students. Using specially designed tanks, analyfical equipment, and
student wonkbooks, participants not only leam about the entire wastewater process,
they experience it. Students actively learm duning their weelkdong adventurs,
Credting wastewater cleaning it through numerous processes, then unning it
throwgh a panel of safety tests,

Our 1%e-hour facllity tours are also popular programs that give a wide variety of
community groups a sirmulating ovenview of our work throughout the county and
teach the importance of wastewater treatmenit.

Education and oufreach extends deep into the compnunity through our biosolids
composting program. This yvear, together with partners Synagro and the South Orange
County Water Agency, we developed a compost demonsiration site at Mission San
Juan Capilstrano. The mission’s Gardening Angel use the comiposted biosolids to amend
10 acres of on-ste gardens while showcasing the benefits of composting to visitors.

We connect with
thousands of people every
year to educate them
about the important role

we play in the
community.
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OCSD Financial Results

Our infrastructure success story is just the beginning.
Financially, the Orange County Sanitation District is making
smart choices that strengthen our ability to achieve our

mission and Orange County’'s ability to continue to prosper.

Turming Fipe Drecms into RBacdity

the Distrct To
immediately availc

debis and In the ssuance of future delot,

In FY 200607, total revenues increass:
the prior year primarily due to increx
in capital facilities capacihy charges,
in investment eamings.

District total expenses increased 58.9 million, or 4.6 percent primarily dus to increases
of 535 rruEr- i in _‘r-{r chation, and 54.5 milllion in operating expenses. The Increass In

the prior year. Net capital assets incre 0 rrullll-:::-n, or 17.0 pe

the confinuing Capital Improve -

Replenishment System. The

in Winter 2007. This joint o ! - : ;
reclamation project in the nation and di .Hm up to 70 millllon gallons of water a day from
the Distiict’s ocean discharge during peak winter storms.
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Long-temn liabilities decreased $22.3 million, or 2.8 percent due to annual
principal payments and the refunding of exsting debt without the Issuance of any
“nEw money” financings.

Looking Ahead

In June 2007, the Board of Directors approved the FY 200708 operating budget update.
This update amended the second yvear of the previously adopted two-yvear budget, and
Included an operating budget iIncrease over the orgindg budget of 54.2 milion. This Increase
Is micstly attibutable to the following malor changes:

Salaries and Benefits. 54.0 milllion - Although staffing was reduced by ten full fime
equivalents fo 434, total personnel costs are to increase $4.0 milllion as a result of
recently approved collective bargaining agreements. including medical and ofther

benafit cost Increaseas,

Operating Materials and Supplies, (52.2 million) - The reduction in operating materials
and supplies is due to the projected unit decreases on the vardous chemicals uwsed throughout

the plant facllities that are expected to average 10 percenit.

Beginning
Debt Proceeds Fees Desicnated Ressrves
S82.8M £220.0M 542000
10% 24% 55%
Other
§1.1M Y " hY AN

= 1%

Where the
money comes
from

Interest Property Tax
524.6M S&0.0M

18 3% 7%
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Confractual Services, 53.5 million - The major component of this category is biosolids
removal and fransporation costs. These costs confinue fo increqse as acceptable
locations for biosolids disposal become less accessible,

Utilities, 50.8 milllion - Despite reductions identified in natural gas utlization, total
ufility cost will increase due o rising elecitricity cost.

Cost Allocation, 5(2.5 milion) - Increase In cost allocation charges out to the
capital improvement program due to the creation of the Facilities Engineenng Project
Managerment Division and the concentration of capital project work performed by the
employees fransfermad to this division from the Operations and Malntenance Departrment.

In fofal the approved FY 2007-08 updated budget included operating, capital,
and debit service outlays of $513.2 milion, or a 12.5 percent increase over the pror year.
This overall increase is comprised of a 59.4 million, or 4.9 percent increase in the
operafing budget, a $10.9 million, or 20.0 percent increase in debt service requirements,
and a 5354 milion or 13.8 percent increase in cash oufiays for corstnuction projects.

Ending
Designicried
CIP Debt Operating Reserves
S284.TM 5123.7Mm S114.1M $372.0M
32% 1-19&- 13‘3&- 41%
Vi 4

Where
the m-:}nev
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Board of Directors Fiscal Year 2006/07

James M. Farryman
Chalr, Board of Directors

Costa Mesa Sanitary District

Doug Davert
VWice Chair, Board of Directors
Cilty of Tustin

Bill Dalton
City of Gardan Grove

Cathy Green

Steven Chol
City of Invine
Harry Sidhu
Clty of Anahalm Steve Andarson
City of La Habra
Roy Moore
City of Brea Mark Waldmaon
ity of Lo Palma

Patsy Marshall
City of Buena Park Ken Parker

City of Los Alamitos
Phil Luebben

City of Cyprass

Larry Crandall
City of Fountain Vialley

Don Webb
City of Newport Baach

Jon Dumitru

Clity of Orange

Don Bankhead
City of Fullarfon Constance Underhill

City of Placentia

OCSD Officials

James D. Ruth
Zenaral Manoger

Robert P. Ghirellii
Assktant Genaral Manoger

Nicholas J. Arhontes
Diractor of Oparations
and Malnfenonos

City of Hurington Beach

3al Tinajero
City of 3onta Ana

Charles Antos
City of Seal Baoch

David Shawwver
City of Stanton

Richard Freschi
City of Villa Park

Jim Winder
City of Yorba Linda

Joy L. Neugebauer
Michwoay City
Sanitation District

Darryl Miller
Indne Ranch Water District

Chris Naby
Orange County
Board of Suporvisors

James D. Herberg
Dirsctor of Enginesring

Edward M. Tomres
Director of Technical Serdcos

Lorenzo Tyner
Director of Hnonce and
Administrative Sendcos




Orange County Sanitation District

10844 Elis Avenue
Fountain Valey, CA 92708
(714) 962-2411

www.oCcsd.com





