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OFFICE OF THE TREASURER-TAX COLLECTOR
SHARI L. FREIDENRICH, CPA, CCMT, CPFA, ACPFIM

INTERDEPARTMENTAL COMMUNICATION

Date: January 17, 2017

To: Supervisor Lisa Bartlett, Chairwoman
Supervisor Michelle Steel, Vice-Chair
Supervisor Andrew Do
Supervisor Todd Spitzer
Supervisor Shawn Nelson

From: Shari L. Freidenrich, CPA, CCMT, CPFA, ACPF@; %

Subject: Treasurer’s Investment Report for the Month Ended December 31, 2016

Attached, please find the Treasurer’s Investment Report for the County of Orange for the month ended December
31, 2016. The County Treasurer provides this report in compliance with California Government Code Sections
53607, 53646, and 27134 and the County’s Investment Policy Statement (IPS). We have included some charts and
other data for your information including charts on fund composition and the top ten pool participants. This report
is also publicly available on our website at ocgov.com/ocinvestments.

INVESTMENT POOL COMPOSITION

The investments contained within this report are as of December 31, 2016. The Investment Pool Statistics summary
shows the total investment responsibility of the County Treasurer as delegated by the Board of Supervisors: the
Orange County Investment Pool (OCIP) that includes the Voluntary Participants’ funds, the Orange County
Educational Investment Pool (OCEIP), the John Wayne Airport Investment Fund and various other non-Pooled
investment funds. The investment practices and policies of the Treasurer are based on compliance with State law
and prudent money management. The primary goal is to invest public funds in a manner which will provide
maximum security of principal invested with secondary emphasis on providing adequate liquidity to Pool
Participants and lastly to achieve a market rate of return within the parameters of prudent risk management while
conforming to all applicable statutes and resolutions governing the investment of public funds.

The County Treasurer established three Money Market Funds, the Orange County Money Market Fundathe Orange
County Educational Money Market Fund, and the John Wayne Airport Investment Fund, which all are invested in
cash-equivalent securities and provide liquidity for immediate cash needs. Standard & Poor’s, on June 16, 2016,
reaffirmed their highest rating of AAAm on the Orange County and the Educational Money Market Funds. The
County Treasurer also established the Extended Fund that is invested to meet cash needs between one and five
years out. The Orange County Investment Pool is comprised of the Orange County Money Market Fund and
portions of the Extended Fund. The Orange County Educational Investment Pool is comprised of the Orange
County Educational Money Market Fund and portions of the Extended Fund.

The maximum maturity of investments for the Orange County and Educational Money Market Funds is 13 months,
with a maximum weighted average maturity (WAM) of 60 days, and they have a current WAM of 35 and.35
respectively. The maximum maturity of investments for the John Wayne Investment Fund is 15 months, with a
maximum WAM of 90 days, and a current WAM of 70. The maximum maturity of the Extended Fund is five years,
with duration not to exceed the Merrill Lynch 1-3 Year index +25% (2.37). The duration is currently at 1.38. The
investments in all of the funds are marked to market daily to determine the value of the funds. To further maintain
safety, adherence to an investment strategy of only purchasing top-rated securities and diversification of instrument
types and maturities is required.

Mission: Ensure safe and timely receipt, deposit, collection and investment of public funds.



ECONOMIC UPDATE

In December, the job market added 156,000 new jobs, and November’s job numbers were revised upwards by
26,000 to 204,000. The U.S. unemployment rate for December rose to 4.7% up from 4.6% in November. U.S. gross
domestic product (GDP) was revised up for the third quarter of 2016 from an annualized rate of 3.2% to 3.5%. The
Empire State Manufacturing Index increased to 9.0, while the Philadelphia Fed Index increased to 21.5, up from 7.6
in November. The Federal Reserve uses these indexes as regional economic gauges, and a reading above zero
signals economic expansion. With respect to housing, the S&P/CaseShiller Index reported that housing prices
continue to show positive momentum as year-over-year prices increased for the fifty-fourth consecutive month in
October, up 5.61% from a year ago. The index for pending home sales increased 1.43% on a year-over-year basis in
November. The 10-year Treasury rate increased eight basis points in December to 2.45%.

The short-term 90-day T-bill ended the month at 0.51%, up from 0.48% in November. The rate on the 2-year
_ Treasury note was 1.20% at the end of December, up from 1.11% in November.

INVESTMENT INTEREST YIELDS AND FORECAST

The current gross interest yield year-to-date for fiscal year 2016/2017 is 0.78% for the Orange County Investment
Pool and 0.77% for the Orange County Educational Investment Pool. The current net yield for fiscal year
2016/2017 is 0.72% and 0.71% respectively. The forecasted net yield for fiscal year 2016/2017 for both OCIP and
OCEIP is expected to be 0.77%.

APPORTIONMENT OF COMMINGLED POOL INTEREST EARNINGS

Each month, the County Treasurer apportions the accrued interest earnings to each pool participant. As of the first
business day of the following month accrued, but unpaid, interest earnings are added to pool participants’ average
balances in determining a participant’s relative share of the pool’s monthly earnings. The actual cash distribution
will generally be paid in the months following. The December 2016 interest apportionment is expected to be paid
by January 31, 2017. The investment administrative fee for fiscal year 2016/2017 is estimated at 6.5 basis points.

TEMPORARY TRANSFERS

The County Treasurer, as required by Constitution Article XVI, Section 6, and per the Board of Supervisor’s
Resolution 15-016, is authorized to make temporary transfers to school districts to address their short-term cash
flow needs. The loans are secured by tax receipts to be received by the County Treasurer, as the banker for the
school districts. Temporary transfers from the OCEIP totaled $60 million and will be repaid by January 31, 2017.

PORTFOLIO HOLDINGS OF DEBT ISSUED BY POOL PARTICIPANTS

Under guidelines outlined in the current IPS, the County Treasurer may invest in A or above rated securities issued
by municipalities. Municipal debt issued by the County of Orange is exempt from this credit rating requirement.
The Investment Pools may invest no more than 5% of pool assets in any one issuer, with the exception of the
County of Orange which has a 10% limit. The Investment Pools have a total market value of $121.8 million in AA
rated County of Orange debt, which represents approximately 1.3% of assets. Prior to purchasing any pool
participant debt, a standardized credit analysis is performed.

COMPLIANCE SUMMARY

The investment portfolios had no compliance exceptions for the month of December 2016. The Auditor-Controller
issued their Continuous Compliance Monitoring Report of the Treasurer’s Investment Portfolio for the Quarter
Ended September 30, 2016, which stated that no compliance deficiencies were identified.

CREDIT UPDATE
During December, there were no changes to the Treasurer’s Approved Issuer List. An ongoing credit analysis of all
issuers owned in the Investment Pools is reviewed on a daily, monthly, quarterly, and annual basis.

I certify that this report includes all pool and non-pooled investments as of December 31, 2016 and is in conformity
with all State laws and the IPS approved by the Board of Supervisors on December 15, 2015. The investments
herein shown provide adequate liquidity to meet the next six months of projected cash flow requirements. I am
available if you have any questions on this Investment Report at (714) 834-7625.

Enclosures
cc: Distribution List
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ORANGE COUNTY TREASURER-TAX COLLECTOR

INVESTMENT POOL STATISTICS
FOR THE MONTH AND QUARTER ENDED: DECEMBER 31, 2016

INVESTMENT STATISTICS - By Investment Pool*

Average | DallyYield § yoypyy | quarTER G
a:{:{:& soaots | sross view et Current NAV
DESCRIPTION CURRENT BALANCES
COMBINED POOL BALANCES
(includes the Extended Fund)
MARKET Value $ 4,654,995,166 328 0.78% 1.00
COST (Capital) $ 4,670,059,132 0.72%
Orange County Investment Pool (OCIP) MONTHLY AVG Balance $  4,729,129,292 0.78%
QUARTERLY AVG Balance $ 4,256,377,879
BOOK Value $ 4,661,792,839
MARKET Value $ 4,619,949,126 | 305 | 0.82% 1.00
X COST (Capital) $ 4,633,965,309 0.81%
Orange County Educational Investment
{Pool (OCEIP) MONTHLY AVG Balance $ 3,963,915,696 0.82%
QUARTERLY AVG Balance $ 3,774,426,788
BOOKValue § - - 4,626,143,249

KGRI MR S s E il =  EREEE R S

DESCRIPTION CURRENT BALANCE BOOK BALANCE BY INVESTMENT TYPE
Specific Investment
Funds: MARKET Value § 153,500,433 } County General-Tax Exempt Non AMT $ 67,402,141
100, 158, 283, 505, 650 FVSD COST (Capital) $ 153,705,396 | John Wayne Airport investment Pool 50,312,388
MONTHLY AVG Batance $ 153,683,940 | Repurchase Agreement 1,081,500
QUARTERLY AVG Balance $ 153,652,014 | Fountain Vailey School District Fund 40 34,909,367
BOOK Value $ 153,586,225 | GNMA Mortgage-Backed Securities .

$ 163,705,396

INVESTMENTS & CASH FUND ACCOUNTING & SPECIFIC INVESTMENTS

COUNTY MONEY MARKET FUND (OCMMF)

County Money Market Fund $ 1,788,082,504 | County Funds 4,676,335,967

County Cash 6,276,835 || Educational Funds 4,634,005,309
EXTENDED FUND 5,519,976,628 | Specific Investment Funds 153,705,336
EDUCATIONAL MONEY MARKET FUND (OCEMMF) Non Pooled Cash 22,728,797

Educational Money Market Fund 1,995,965,309

Educational Cash 40,000
NON-POOLED INVESTMENTS

Non Pooled Investments 153,705,396

Non Pooled Cash 22,728,797

$ 9,486,775,469 $ 9,486,775,469

INTEREST RATE YIELD WEIGHTED AVERAGE MATURITY (WAM)

OCMMF - MONTHLY GROSS YIELD 0.43% OCMMF 35
OCEMMF - MONTHLY GROSS YIELD 0.56% OCEMMF 35
JOHN WAYNE AIRPORT - MONTHLY GROSS YIELD 0.49% JOHN WAYNE AIRPORT WAM 70
OCIP - YTD NET Y{ELD*** 0.72% LGIP WAM (Standard & Poors) 42
OCEIP - YTD NET YIELD*** 0.71%
BQO-DAY T-BILL YIELD - MONTHLY AVERAGE 0.50%




ORANGE COUNTY TREASURER-TAX COLLECTOR

INVESTMENT POOL STATISTICS
FOR THE MONTH AND QUARTER ENDED: DECEMBER 31, 2016

INVESTMENT STATISTICS - By Investment Fund***

Average || Dally Yield | yonmny | QUARTER Gross

Days to as of Current NAV
DESCRIPTION CURRENT BALANCES Matury | tasine | Orot el Yt
MARKET Value $  1,787,873,383 | 35 | 0.44% 1.00
COST(Capital) §  1,788,082,504 0.43%
County Money Market Fund {OCMMF MONTHLY AVG Balance $  1,794,910,056 0.41%
QUARTERLY AVG Balance $  1,363,295,284
BOOKValue $§  1,787,755,807
MARKET Value §  1,995,546,428 | 35 | 0.48% 1.00
COST (Capital) $  1,995,965,309 0.56%

Educational Money Market Fund
(OCEMMF) MONTHLY AVG Balance $ 1,325,915,696 0.53%

QUARTERLY AVG Balance $§ 1,136,426,788
BOOK Value § 1,895,410,711

MARKET Value $ 5,491,624,471 510 0.99% 1.00

COST(Capital) $§  5,519,976,628 0.96%
|Extended Fund MONTHLY AVG Balance $  5,572,219,236 0.95%

QUARTERLY AVG Balance § 5,541,082,595
BOOK Value $ . 5,504,769,570

ALLOCATION OF EXTENDED FUND -~

IExtended Fund
OCIP Share MARKET Value §  2,867,121,773 | 510 | 0.99% 1.00
COST (Capital) $ 2,881,876,628 0.96%
MONTHLY AVG Balance $ 2,934,219,236 0.95%
QUARTERLY AVG Balance $ 2,903,082,595
BOOK Value $ 2,874,037,032
OCEIP Share MARKET Value $§  2,624,402,698 | 510 | 0.99% 1.00
COST {Capital) $ 2,638,000,000 0.96%
MONTHLY AVG Balance $ 2,638,000,000 0.95%
QUARTERLY AVG Balance $ 2,638,000,000
BOOK Value $ 2,630,732,538
Modified Duration 1.38
* The Combined Pool Bal include the County and Educational Money Market Funds and their respective portions of the Extended Fund.

*  Specific non pooled investments are reported in compliance with Government Code Section 53646 (b)(1). Detailed
descriptions are included in the inventory listing in Section VI of this report.

***  The Net Yield differs from the monthly average yield as it includes the Treasury administration fees.

s Book Value is computed as Cost reduced by amortization of premium and increased by the accretion

of discount of the Investment Portfolio. Net Asset Value (NAV} is equal to Market Value divided by Book Value.
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ORANGE COUNTY TREASURER-TAX COLLECTOR
APPROVED ISSUER LIST - OCIP, OCEIP, and JWA
December 31,2016

FEDERAL NATIONAL MORTGAGE ASSOCIATION A-1+ P-1 Fl+ AA+ Aaa AAA
FEDERAL HOME LOAN MORTGAGE CORPORATION A-1+ P-1 Fl+ AA+ Aaa AAA
FEDERAL HOME LOAN BANKS A-14+ P-1 NR AA+ Aaa NR

FEDERAL FARM CREDIT BANKS A-1+ P-1 Fl+ AA+ Aaa AAA

MICROSOFT CORPORATION ***

Fl+

APPLE INC A-l+ P-1 NR AA+ Aal NR
BERKSHIRE HATHAWAY INC A-1+ P-1 NR AA Aa2 A+
BERKSHIRE HATHAWAY FINANCE NR P-1 NR NR An2 A+
JOHNSON & JOHNSON A-1t+ P-1 Fl+ AAA Aaa AAA
WAL-MART STORES INC A-l+ P-1 Fl+ AA An2 AA

er

ORANGE CNTY CA PENSION OBLG 2016 A

Fi+

ORANGE CNTY CA PENSION OBLG 2017 A

1L.OCAL AGENCY INVESTMENT FUND

INVESCO GOVERNMENT & AGENCY SHORT-TERM INVESTMENTS TRUST (AIM) AAAmM

GOLDMAN SACHS FINANCIAL SQUARE GOVT FUND AAAm Asa-mf NR
MORGAN STANLEY INSTITUTIONAL LIQUIDITY FUNDS - GOVT AAAm Aaz-mf NR
NORTHERN INSTITUTIONAL TREASURY PORTFOLIO AAAm NR NR

* Further purchase restrictions apply due to additional trading limits.

o All money market funds are institutional money market funds investing in debt issued or guaranteed by the U.S. Government and its agencies.
*+x  On Negative Outlook (Moody's L/T rating - July 25, 2016); on Negative Watch (Fitch L/T rating - June 15, 2016)
*+x% O Negative Outlook (S&P - June 6, 2016; Fitch - January 25, 2016; Moody's - June 11, 2014)

*x% On Negative Outlook (Moody's - June 11, 2014)
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Orange County Treasurer-Tax Collector
Changes in Approved Issuer’s List
For the Month Ended December 31, 2016

During December, there were no changes to the Treasurer’s Approved Issuer List. An
ongoing credit analysis of all issuers owned in the Investment Pools is reviewed on a
daily, monthly, quarterly, and annual basis.
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ORANGE COUNTY MONEY MARKET POOLS vs SELECTED MONEY MARKET YIELDS
(NTEREST RATE YIELD)
For The Period December 2006 to December 2016
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ORANGE COUNTY MONEY MARKET POOLS vs SELECTED AVERAGES
WEIGHTED AVERAGE MATURITY (WAM)
For The Period December 2006 to December 2016
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« As of December 31,2016, S&P LGIP - 0.53; S&P LGIP WAM -42; 90-Day T-Bill — 0.50; OCIP — Net—-0.715%
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ORANGE COUNTY TREASURER-TAX COLLECTOR
INVESTMENT POOL YIELDS
January 1, 2016 - December 31, 2016

Current Month - December 2016
County Pool - Money Market Fund

1,787,873,393

666,440

November 2016
County Pool - Money Market Fund
_ Educational Pool - Money Market Fund

$ 1,263,748,930
1,123,417,366

$ 397,303
001

October 2016
County Pool - Money Market Fund
Educational Pool - Money Market Fund

$ 351,585
469,767

September 201 6
County Pool - Money Market Fund

751,801,816
6 ,09

278,284
498,234

August 2016
County Pool - Money Market Fund
_ Educational Pool - Money Market Fund

$ 800,306,654
1,221,174,892

295,786

€ €A

July 2016
County Pool - Money Market Fund
Educational Pool - Money Market Fund

$ 686,861,465
$  1,433,126,604

$ . 32547
$ 519,773

56
55

June 2016
County Pool - Money Market Fund

May 2016
County Pool - Money Market Fund
_Educational Pool - Money Market Fund

$ 1,345,822,973
- 1,5650,458,922

April 2016
County Pool - Money Market Fund

$ 1,650,959,211
1 789 408,388

March 201 6
County Pool - Money Market Fund

$ 435,530
46

February 2016
County Pool - Money Market Fund
) Educational Pool - Money Market Fund

January 2016
County Pool - Money Market Fund
tional Pool - Money Market Fund

$ 1,356,697,509

$  1,418,948,794

$ 358,060
$ 502,610

Average Month
Fiscal Year July 1, 2016 - June 30, 2017 End Market Value YTD YTD. YTD
Balance Interest Income | Gross Yield Average
Orange County Investment Pool $ 3,930,939,348 | $ 15,552,286 | 0.78% 379
Orange County Educational Investment Pool $  3,058,102623 | % 15,369,470 0.77% 353
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ORANGE COUNTY TREASURER-TAX COLLECTOR

CASH AVAILABILITY PROJECTION
FOR THE SIX MONTHS ENDING JUNE 30, 2017

Government Code Section 53646 (b) (3), effective on January 1, 1996, requires the Treasurer-Tax Collector to
include a statement in the investment report, denoting the ability of the Orange County Investment Pool (OCIP)
and the Orange County Educational Investment Pool (OCEIP) to meet their expenditure requirements for the
next six months.

The OCIP and OCEIP consist of funds in the treasury deposited by various entities required to do so by
statute, as well as those entities voluntarily depositing monies in accordance with Government Code Section
53684.

The Treasurer-Tax Collector is required to disburse monies placed in the treasury as directed by the Auditor-
Controller and the Department of Education, except for the making of legal investments, to the extent funds
are transferred to one or more clearing funds in accordance with Government Code Section 29808,

The Treasurer-Tax Collector, in her projection of cash availability to disburse funds as directed by the Auditor-
Controller and the Department of Education, is relying exclusively on historical activity involving deposits and
disbursements and future cash flow projections. No representation is made as to an individual depositor's
ability to meet their anticipated expenditures with anticipated revenues.

The Cash Availability Projection for the six months ending June 30, 2017, indicates the ability of the pools to
meet projected cash flow requirements. However, there will usually be differences between projected and
actual results because events and circumstances frequently do not occur as expected and those differences
may be material.

ORANGE COUNTY INVESTMENT POOL

Investment . Projected Projected Cumulative
Month Maturities Deposits Disbursements Available Cash
December 2016 - Ending Cash $ 6,276,835
January $ 1,304,077,284 $ 423,769,600 $ 1,042,283,878 691,839,931
February 279,631,655 399,341,557 327,501,478 1,043,311,665
March 373,275,125 774,743,709 592,769,257 1,598,561,242
April 133,371,047 2,040,131,589 1,786,910,013 1,985,153,864
May 148,745,904 330,454,385 671,773,527 1,792,580,626
June 60,195,090 343,291,796 796,361,570 1,399,705,942

ORANGE COUNTY EDUCATIONAL INVESTMENT POOL

Investment Projected Projected Cumulative
Month Maturities Deposits Disbhursements Available Cash
December 2016 - Ending Cash $ 40,000
January 3 1,286,884,986 $ 533,670,079 $ 861,703,186 958,891,879
February 521,080,235 267,968,367 637,382,992 1,110,557,489
March 314,453,986 420,143,456 688,295,720 1,166,859,210
April 101,744,559 1,132,356,689 668,971,299 1,721,989,160
May 151,162,495 417,792,738 687,442,480 1,603,501,913
June 55,886,439 394,080,584 695,371,284 1,358,097,653
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ORANGE COUNTY TREASURER-TAX COLLECTOR

STATEMENT OF ACCOUNTABILITY
For the Month Ended December 31, 2016

Month Quarter
Treasurer's Accountability at the Beginning of the Period: $8,159,473,561 $ 7,662,612,084
Cash Receipts:

County 2,394,532,602 4,401,264,434
School and Community College Districts 1,316,178,481 2,628,442,819
Total Cash Receipts 3,710,711,083 7,029,707,253

Cash Disbursements:
County 1,940,252,740 3,364,132,180
School and Community College Districts 448,113,452 1,855,501,058
Total Cash Disbursements 2,388,366,192 5,219,633,238
Net Change in Book Value of Pooled Assets 1,322,344,891 1,810,074,015
Net increase in Non Pooled Investments 34,877 110,719
Net Increase in Non Pooled Cash 4,922,140 13,978,651
Treasurer's Accountability at the End of the Period: $9,486,775,469 $ 9,486,775,469

Assets in the Treasury at the End of the Period (at Book Value):

Pooled Investments:
0O.C. Investment Pool
0.C. Educational Investment Pool
Total Orange County Investment Pools

Non Pooled Investments:
Non Pooled Investments - John Wayne Airport
Non Pooled Investments - General Fund — Non AMT Restricted
Non Pooled Investments - Fountain Valley School District Fund 40
Non Pooled Investments -~ Other
Total Non Pooled Investments

Cash:
Cash in banks - County
Cash in banks - Schools
Cash in banks - OC Sheriff
Cash in banks - John Wayne Airport
Cash - Other
Total Cash

Total Assets in the Treasury at the End of the Period:

$ 4,670,059,132
4,633,965,309

9,304,024,441

50,312,388
67,402,141
34,909,367

1,081,500

153,705,396

6,245,838
40,000
14,549,894
8,178,903
30,987

29,045,632

$ 9,486,775,469

23



e

‘1ood JuslisaAU) pue sulepinb §di aywads oty Joj Buipeys pay Aq pajou aJe "Aue Jl ‘suchideoxe soue|dwo? :BoN

siqeoydde JoN YN

%4EE U} J0 UOREINDIED B} LY PEpNXe ale $58] 10 SABP OF JO SeRUNIEW {euY LM JaUBIY 10 vy, psie) sianss) 389 ()

‘9401 O} PuNJ [EMNN 19xEN ASUOYW UDES U JUBLLISSAU; W sjuswazinbal AousBy Bugey (g)
‘G102 'SL Jequansq uo siospuadng jo pieag syl Ag peacidde Koliod Sdl Jed 1qeQ WewwareD g sapnjox3 (2)
1SIU1_ WALLON PUB SEIAIag [BUOISS3j0.d Biaquioolg Aq pepiacud aJe sanieA JaxeW pue Sdj eyl Aq paquosesd abuel UOHENIEA MOLIEU BU) UIIM BIUEBHAWOD Ui ja)Iel 0} paXseus aJe SjuaulsaAul iV ()

0000°4/S9A 1000°L/S9A YN L000°/S9A VMF PUB pund joie|y AoUol - anjeA Jassy 3aN S00'L - $66°0
S3A S9A S3A S04 uonnyysuj/iejea el 14 pazuoyiny ISI7 431RRqLIdNOIg
S3A S$9X $DR S8R 1anss)] pezuoyny, ISy 1anssy bm>8&&<
VN VN B VN uua ] buoTjuuaL Yols pung papusix3y YV </Y
SOA S84 V/N SBA sBugey NdS oNAqag uual Hoys Zd/-d/-Y <
sak S9A WN S04 uua) Suouue) HOYS JWW v <Y
sywi Ayfend
VIN 3 670L/SBA /N pung papusaixg - Ajlnjey jeuld sABp 9Z81/51894 §
SL/SOA wN WIN WN puny jusunsaau] podiy aukem uyor - Ajumen jeuld SAEp 955/SUDUON SL
Y/IN Z9E/S34 V/IN STE/SIA pund yayiep Keuoy - fjunjel jeuld sAep J6E/SUILONW £L
WIN WIN 8E'L/SOA WIN uopeing | (1£'Z) %GZ+XOpU] JedA £-1 IION<
. {vMr) pung jusunsaAu]
£1°69/594 /N WIN VN Jiodary aukeM Uyor - Aumey Beieny ParBIaMm sAeq 06
WIN SZ'SE/SOA WN YZT'SE/SOK pund jaxsep Asuol - Ajunjel abeseay pajyblom sAeq 09
SHwy uopeing/Ajumen
S9A S9A S9A SBA W] vopjesyisiaAlq 2A0qY 938
S9A S9A SIA SaA Janss| sootaby justuliaAcs) n %HEE
S8k @S9 V/N @SA Jenss| pund [enynp 3oxieN AsUol %02
S9A SaA S9A SO Wy Jenssy %S
sjw] abejuastod
pung pun4 joxsel Asuop pund joxJe AsUol {onrsan) .
JusunsaAu] Hodity aukep uyop [euoneanp3 pund papusixa Kunog RioBajen asuejiduiod 12pinD Aotiod Juaunsaaul
%00°00} 2£9'252'05 $ |1%00°001 8zZv'ovs'ses’t  $ |[%00°00L LIv'pEsiey's  $ |{%00°001 ¢6£°€/828L°1  §
%Z6'Yh 819'86¥"L %bS'8L 91¥°5¥6'69¢ %86'€Z £26'28L'91E'L %ey'el v19°2¥8°6€T saunseall ‘SN %004
%00°0 - %00°0 - %00°0 - %00°0 - sjeuopeueidng %0€
%00°0 - %00°0 - %000 %000 - juaweaiby sseyaindey %0Z
%00°0 - %45°0 0z9'86%°11 %08°} 128'c8L'86 %$9'0 0z9'a6p'LL 1q0Q fedjojuniy %0E
%9¢'8 £86'202'Y %98°Z) 620'829°9% %00°0 %69'SL 205285082 Spuny fenyniy JoyiepN Aouop %0Z
%08°0 veo'Loy %LL'S L61'620'5LL %969 82¢'09128¢ %10'9 veo'oLy Lot S8JON ULle]-WnIpay %08
%00°0 - %00°0 - %10 000°9¢6°s %000 - dIv1 WSS
%26°5L Le6'syi'ae %10°Z9 9l9'sleLez'L %Ee5°c9 116'208'88%°S %8Y'E9 Z8L'eL8VELL $a]ousbY JUBWUIGA0D "S'N %001
%00°0 - %00°0 - %00°0 - %00°0 - Jaded |eraswiwion %0¥
%000 - $ |{%sLo 005'950'1 $ |[%zoe 8.8'850°661 $ [{%oL'0 §08°909'SL $ J1sodeq Jo sajeayag slqepoboN %0¢
oljolog sjuaUSDAUY ojjojod SJUBYSIAUL oljojiod SJUBUESIAU] oljojod SJUBWISIAUL
Jo1uead | 16 onien e || J0Iuskiod | 0 omeasewsE || J0usdisd | 4o aniensonim || solusaied | 16 omenevien odAL yusunsanul I UoREILISISAQ
pung jusunsaauj pung joxie Asuon pung e Asuol muc:ﬂu_sw
oday eukeps uyor Jeuogeonpg pund popusix3 funog mnmﬁwﬁ__

9102 ‘L€ Jequiadseq

AHVINNNS SONVITAWOD (SdI) ADIT0d LNTWLSIANI
JOLOFTI0D XVLI-d3dNSvIe L ALNNOD JONVHO




se

o1l 10}22ajj0]) Xei-JaJnseals jo quO_
201 DAPIUIOY YISIZAD E:mnm.:._
508 si05|As9dNs jo pieog
YoV UPNY [BUIBIU] 43){0JU0I-10)PNY |
. aN3vI
‘9107 JedA Jepua|e) Joj adueldiiod u) BJe SIAGUIBW JO L 1eaj Aang - Sdi / vE 3Ny smejig D01 JLL Suli4 00/ WiIo4 152491 JO PIJUOD
(L1072 ‘9 Aenuer pa)ajduiod) s1eap om ), AISA] - v€ ajny smejhg 501 J1L Sujuiest 21433
$j00Y2S 0 Juapudluadng 1dadxs gTOT JeaA Jepus|e) 404 aaueldwod ul ae s1squia D01
*19]|0J3U0)-103IpNY 1d20X3 ZTOT JEIA Jepud|e] Jo) Sdue)idwod ul 3.Je S1aquiawl JOL Jenuuy - b€ 9Ny smejig 0L 2L 3dueldWwOo) JO $II.IPUDD
‘9102 ‘6T 43G0130 U0 Juniaaw 00Z W04 pue adueulpip ueg Y19 30 L 1517 UoBININSU] [eldUBULL/1B304
0L 94} J€ SUORNIISU| [BIUBUL] PUB SI3]E5Q/J9%0.8 D11 SARDE JO 15I| B papiAod 8J9m Ss1aguiawt 301
‘9107 ‘6 Alenigag uo §Og 03 pajuasald sem 110day [enuuy $T0Z J0L, Yoday UslllIM pue [2JO - O 3|nY smejdg 0L o8 Voday [enuuy J0L
‘9107 ‘zz JoquisAoN uo paaoadde 508 ‘sa3ueyd jeuoiippe |ercuddy [enuuy SO8 pue Malasy 01 s0g9 eacuddy Sdj [enuuy
Aue axew Jou pip pue Sunsaw 9107 ‘6T 424010 Y 18 saBueyd Sdl pasodosd pamaines J0L
'910T ‘¢T JaquisnoN [eAo1ddy [Enuuy SOF pue M3IASY D01 sog saguey) mejAg 301
uo pasosdde sOg “Sunesw 910Z ‘6T 4990100 343 18 a5ueyD U0 Bpel pue smejAg PaMaInBI D01
‘9T0Z 'T€ Jeqiualaq Jo se sjuapidul aoueldwod 019z payiuapl £T/9T A4 SUORILISAY AINIRIA/UONEDYISIBAIG/IUILLSIAY] J1L sa13uaPYaq dueldwo) sd)
: "PAAISIBL SUOREBIYIIBI S 9TOT iV SUORTINRSU| PSIIeND PUE si3jea( jeldueuld pazIoyIny a1 UOIIEIYINIA) SdI J9jeag/iavo.g |enuuy|
‘pala|dwod §TOZ JedA JEpUI|ED JO MBIABI [BNULY SUO[INIISU| PAIYIENY) pue SI3jeaq |eldueuld pazuoyiny oLl mBIABY Jajeaq/iavolg |enuuy
*§524304d Ul 9T/ST A4 PUB ST/UT Ad JOJ $93§ JO M3IABI [BRUUY €T04Z 9P0D "0 |e)-1udwasidy uonesuadwo) aLL 934 IAneNsuWpPY Ainseal|
*palajduwod 91O ‘Ot Joquiaidas papus suend aAMWIBAIQ D0L Yiov Bunipny adueldwio) snonuRuo) AalienD
*s524804d U3 9TOZ ‘D€ SUNT JO S UPNE [Enuuy {q)0zE9T 2po2) "IA0DH [BD-UONEN|EAT IUBLLIOLIDY VIOV 11PNy $1355Y JO 3|NPIYIS {ENUUY|
B *s584804d Ul 9TOZ ‘OE Jaquisidag pspua sauen) (e)07697 3P0D NGO |B)-UCHEN[EAT SIUBIIOMA VIOV MBIADY SIDSSY O 3jNPayds AlJaend
*pala|dwod 10T JeaA Jepudjed Jo Jipne jenuuy YETLZ 9POD IN0D |ED-UONIEN[BAT SIUBWLIONDJ VIOV Apny adue)dwo) jenuuy)|
SNLV1S INFHUND SANIIIAIND AJT0d/AYOLYINDIY A8 AYODILVI IDNVITAINOGD
QINYOJH3d

9102 ‘I€ 19qwadeq
ASVIWINS 3DNVITINOD (D01) FTLLININOD LHDISHIAO AYNSYIYL ANV (Sd1) ADITOd LNINLSIANI
YOL1DITIO) XV.L-4IYNSYIUL ALNNOD IDNVHO



Orange County Treasurer-Tax Collector
Noncompliance Detail
For the Month Ended December 31, 2016

During December, the Orange County Investment Pool (OCIP), the Orange County
Educational Investment Pool (OCEIP), and the John Wayne Airport Investment Fund
were all free of noncompliance incidents.
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ORANGE COUNTY

AUDITOR-CONTROLLER|

INTERNAL AUDIT

Eric H. Woolery, CPA
Orange County Auditer-Controlier

Toni Smart, CPA  Director, Internal Audit
Scott Suzuki, CPA, CIA, CISA  Assistant Director
Carol Swe, CPA, CIA, CISA  Senior Audit Manager
Scott Kim, CPA  Senior Auditor

12 Civic Center Plaza, Room 200
Santa Ana, CA 92701

Auditor-Controller Web Site
WWW.ac.0cgov.com




ERIC H. WOOLERY, CPA
AUDITOR-CONTROLLER

Transmittal Letter

December 6, 2016

Audit No. 1615

TO: Members, Treasury Oversight Committee

SUBJECT: Continuous Compliance Monitoring of the Treasurer’s Investment Portfolio
For the Quarter Ended September 30, 2016

At the request of the Treasury Oversight Committee, we have completed the Continuous
Compliance Monitoring of the Treasurer’s Investment Portfolio for the Quarter Ended September
30, 2016.

| submit an Audit Status Report quarterly to the Audit Oversight Committee (AOC) and a monthly
report to the Board of Supervisors (BOS) where | detail any critical or significant findings released
in reports during the prior month and the implementation status of recommendations as disclosed
by our Follow-Up Audits. Although there were no findings noted during this engagement, the
results will be included in future status reports to the AOC and BOS.

Please feel free to call me should you wish to discuss any aspect of our report. Additionally, we
will request the department complete a Customer Survey of Audit Services. The Treasurer-Tax
Collector will receive the survey shortly after the distribution of our final report.

AT

Toni Smart, CPA, Director
Auditor-Controller Internal Audit Division

Attachment

Other recipients of this report:
Members, Board of Supervisors
Members, Audit Oversight Committee
Shari L. Freidenrich, Treasurer-Tax Collector
Eric H. Woolery, Auditor-Controller
Frank Kim, County Executive Officer
Paul C. Gorman, Chief Assistant Treasurer-Tax Collector - Treasury
JC Squires, Financial Manager, Treasurer-Tax Collector
Robin Stieler, Clerk of the Board of Supervisors
Foreperson, Grand Jury
Macias Gini & O'Connell LLP, County External Auditor

96



Table of Contents

Continuous Compliance Monitoring of the
Treasurer’s Investment Portfolio
For the Quarter Ended September 30, 2016
Audit No. 1615

Transmittal Letter

Internal Auditor’s Report

97



Internal Auditor’s Report

Audif No. 1615 December 6, 2016

Gary G. Capata, CPA, Chair, Public Member
Treasury Oversight Committee

625 North Ross Street, Building 11

Santa Ana, California 92701

We have completed the continuous compliance monitoring of the Treasurer’s Investment Portfolio
for the quarter ended September 30, 2016. The purpose of our engagement was to determine
whether the Orange County Money Market Fund, Educational Money Market Fund, John Wayne
Airport Fund (all collectively referred to as Money Market Funds), and Extended Fund managed
by the Orange County Treasurer were in compliance with specific provisions of the Investment
Policy Statement (IPS) and that portfolio non-compliance, including technical incidents, were
properly reported in the Treasurer's Monthly Investment Reports for July, August, and September
2016.

We perform our continuous compliance monitoring of the Treasurer’s investment portfolio at the
request of the Treasury Oversight Committee. Our continuous monitoring is designed to provide
limited assurance to the Treasury Oversight Committee and the Office of the Treasurer-Tax
Collector that the Treasurer’s investment portfolio is in compliance with specific provisions of the
IPS and that compliance deficiencies or technical incidents and required disclosures are properly
reported.

Our compliance procedures included judgmentally selecting five (5) business days for testing from
each month and importing the selected electronic file downloads from the Treasurer's Quantum
System into ACL, a computer-assisted audit technique software, for purposes of performing
calculations and validating that investment purchases were in compliance with the IPS by
reviewing and testing supporting documentation.

Based on our continuous compliance monitoring for the selected dates, no compliance
deficiencies were identified. When applicable, our report also includes information regarding
the Treasurer’s reporting of technical incidents in the Monthly Investment Reports. The Treasurer
defines a technical incident as an event, other than the purchase of a security, which causes an
IPS limit to be exceeded. The most common cause of a technical incident is when the total
investment pool holdings decrease causing the relative percentage of holdings to increase.

Continuous Compliance Monitoring of the

Treasurer’s Investment Portfolio

For the Quarter Ended September 30, 2016
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The following lists the procedures performed and results achieved from the continuous
compliance monitoring procedures:

1. Authorized Investments (IPS Section Vi, VII, VIIl, IX, XI): We judgmentally selected a
sample of 28 investments representing each pool. These were selected from investments
purchased on the 15 business days selected for review from July to September 2016. For the
sample selected, we independently confirmed that the investments conform to authorized
investment requirements in accordance with the [PS. We also confirmed for the Pooled Funds
that the Treasurer used issuers and brokers who were on the Treasurer's authorized lists.

Results: We found no exceptions.

2. Diversification Compliance (IPS Section VIII.1): We performed calculations to determine
that the Money Market and Extended Fund portfolios met the diversification limits for
investment types in accordance with the IPS.

Results: We found no exceptions.

3. Weighted Average Maturity (WAM) Limitations (IPS Section VIil.2): We performed
calculations to determine that WAM did not exceed 60 days for the Money Market Funds in
accordance with the IPS.

Results: We found no exceptions.

4. Maximum Maturity Limitations (IPS Section VIII.2): We confirmed that the maximum
maturity of any portfolio instrument purchased did not exceed 13 months (397 days) for the
Money Market Fund and 5 years (1,826 days) for the Extended Fund in accordance with the
IPS.

Results: We found no exceptions.

5. Investment Type Maximum Maturity Limitations (IPS Section VIil.1): We confirmed that
the maximum maturity of investments purchased for commercial paper, bankers’
acceptances, and repurchase agreements did not exceed 270 days for commercial paper,
180 days for bankers’ acceptances, or one-year (365 days) for repurchase agreements in
accordance with the IPS.

Results: We found no exceptions.
6. Issuer Limitations (IPS Section VIIL.1): We performed calculations to determine that the

Money Market and Extended Fund portfolios did not exceed the investment limits for issuers
in accordance with the IPS.

Results: We found no exceptions.
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Internal Auditor’s Report

7. Financial Reporting (IPS Section XXI): We reviewed the investment portfolio for a sample
of 15 business days to determine whether there were any instances of non-compliance or
technical incidents that should be reported in accordance with the IPS. We also reviewed the
Treasurer's Monthly Investment Reports for the months of July, August, and September 2016
to determine whether instances of portfolio non-compliance or technical incidents, if any, were
properly reported.

Results: We found no exceptions. No compliance deficiencies or technical incidents were
noted in the Treasurer's Monthly Investment Reports for the months of July, August, and
September 2016. In addition, no compliance deficiencies or technical incidents were identified
in our sample of 15 business days selected for review.

This report is intended solely for the information and use of the Treasury Oversight Committee
and the Office of the Treasurer-Tax Collector; however, this report is a matter of public record and
its distribution is not limited.

Respectfully Submitted,

o

Toni Smart, CPA, Director
Auditor-Controller Internal Audit Division
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MONTHLY TREASURER’S INVESTMENT REPORT
Distribution List

County of Orange Elected Officials
Honorable Sandra Hutchens, Sheriff-Coroner
Honorable Hugh Nguyen, Clerk-Recorder
Honorable Claude Parrish, Assessor
Honorable Anthony J. Rackauckas, Jr., District
Attorney/Public Administrator
Honorable Eric Woolery, Auditor-Controller

Treasury Oversight Committee
Gary Capata

William "Andy" Dunn

Frank Kim

Al Mijares

Laura Parisi

Richard Rohm

Eric Woolery

County of Orange Departments

Assessor
Auditor-Controller

Child Support Services
Clerk of the Board
Clerk-Recorder

County Counsel

County Executive Office
District Attorney/Public Administrator
Health Care Agency
Human Resources Services
John Wayne Airport

OC Community Resources
OC Dana Point Harbor
OC Public Works

OC Waste & Recycling
Independent Review
Performance Audit
Probation

Public Defender

Registrar of Voters
Sheriff-Coroner

Social Services Agency

County Agencies

Children & Families Commission

Civic Center Commission

Law Library

Orange County Employees Retirement System
Orange County Cemetery District

Orange County Fire Authority

Orange County Transportation Authority
Transportation Corridor Agencies

State of California
CDIAC
Superior Court

Orange County School Districts
Orange County Department of Education

Anaheim City School District
Anaheim Union High Schoal District

Brea-Olinda Unified School District
Buena Park School District

Capistrano Unified School District
Centralia School District

Cypress School District

Fountain Valley School District

Fullerton School District

Fullerton Joint Union High School District
Garden Grove Unified School District
Huntington Beach City School District
Huntington Beach Union High School District
Irvine Unified School District

Laguna Beach Unified Schoo! District

La Habra City School District

Los Alamitos Unified School District
Lowell Joint School District

Magnolia School District

Newport-Mesa Unified School District
Ocean View School District

Orange Unified School District
Placentia-Yorba Linda Unified School District
Saddleback Valley Unified School District
Santa Ana Unified School District
Savanna School District

Tustin Unified School District
Westminster School District

Orange County Community College Districts
{(CCD)

Coast Community CCD

North Orange County CCD

Rancho-Santiago CCD

South Orange County CCD

Orange County Regional Occupational

Programs (ROP)
Capistrano-Laguna Beach ROP

Coastline ROP
North Orange County ROP

Voluntary Pool Participants (date approved)
Serrano Water District (6-22-99)

City of Villa Park (10-2-01)

City of Tustin (5-21-02)

Mesa Water District (8-9-02)

Orange County Water District (3-30-04)
Municipal Water District of OC (7-27-04)
Orange County Mosquito and Vector Control
District (11-14-06)

Buena Park Library District (2-9-10)

Local Agency Formation Commission (10-5-10)
Villa Park Community Services Foundation (4-5-11)
City of Laguna Niguel (3-13-14)

City of Lake Forest (12-16-15)

Foothill/Eastern TCA (10-14-16)

San Joaquin Hills TCA (10-14-16)
Foothill/Eastern TCA/RCC (11-17-16)
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