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

INTERDEPARTMENTAL COMMUNICATION
Date: November 15, 2011

To: Supervisor Bill Campbell, Chair
Supervisor John Moorlach, Vice-Chair
Supervisor Patricia Bates
Supervisor Shawn Nelson

Supervisor Janet Nguyen 7 %-
From: Shari L. Freidenrich, CPA, CCMT, CPFA, CPRIM )
Subject:  Treasurer’s Investment Report for the Month Ended October 31, 2011

Attached, please find the Treasurer’s Investment Report for the County of Orange for the month ended
October 31, 2011. This report is provided 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. This report is also publicly available on our website at
http://bos.ocgov.com/ocinvestments.

INVESTMENT POOL COMPOSITION

The investments contained within this report are as of October 31, 2011. The Investment Pool Statistics
summary shows the total investments responsibility of the Treasurer as delegated by the Board of
Supervisors: the Orange County Investment Pool which includes the Voluntary participants’ funds, the
Orange County Educational Investment Pool, the John Wayne Airport Investment Pool and various other
small non-Pooled investments funds.

The Investment Policy requires investment of public funds in a manner which will, in order of priority,
maintain safety of principal while meeting fund participants’ daily cash flow needs. achieve a market rate
yield, and attempt to stabilize the Net Asset Value at $1.00, for the Money Market Funds, while
conforming to all applicable State statutes and Board actions regarding public funds investment. The
County Treasurer established three Money Market Pools, the Orange County Money Market Pool, the
John Wayne Airport Investment Pool and the Educational Money Market Pool, which all are invested
primarily in cash-equivalent securities and provide liquidity for immediate cash needs. The County
Treasurer also established the Extended Fund which is for cash requirements between one and five years.
The Orange County Investment Pool is comprised of the Orange County Money Market Fund and portions
of the Extended Fund. The Educational Investment Pool is comprised of the Educational Money Market
Fund and portions of the Extended Fund. Standard & Poors, in January 2011, reaffirmed their highest
rating of AAAm on the County and the Educational Money Market Funds.

The maximum maturity of investments for the two Money Market Funds is 13 months, with a maximum
weighted average maturity (WAM) of 60 days and they have a current WAM of 52 and 54 respectively.
The maximum maturity of the Extended Fund is 5 years, with duration not to exceed the Merrill Lynch 1-
3 Year index +25% (2.35), currently at 1.45. The investments in the Pools are marked to market daily to
determine the value of the Pools. To further maintain safety, adherence to an investment strategy of only
purchasing top-rated securities and diversification of instrument types and maturities is required. Any
investment type not specifically authorized under the Investment Policy, but allowed by State Law, must
be approved by the Treasury Oversight Committee and the Board of Supervisors prior to purchase of the
security. ;
Mission: Ensure safe and timely receipt, deposit, collection and investment of public funds.



ECONOMIC UPDATE

The U.S. economic data released in the past few months has helped alleviate the double-dip recession
concerns. Monthly payroll figures, although not robust, have been positive for a year. This has prevented
the U.S. unemployment level from crossing into double digits. Although the natural disaster in Japan
contributed to a slowdown in the U.S. economy, GDP still grew at a rate of 2.5% for the 3rd quarter of this
year. In addition, other economic data, such as auto sales and retail sales in general, have shown signs of
slight improvement. These positive economic trends should have resulted in an increase in fixed income
yields. However, yields on U.S. treasuries remain at extremely low levels primarily due to continued
uncertainty about the European Union debt crisis. Rates for U.S. Treasury investments that mature within
the next 90 days yield around 0% and the rate on two year Treasuries increased to over 0.30% during the
month, but dropped to 0.24% at month-end.

INVESTMENT INTEREST YIELDS AND FORECAST

Our current gross interest yield for 2011/2012 is 0.58% for the Orange County Investment Pool and
0.54% for the Orange County Educational Investment Pool. There is no change in our forecasted
yield for fiscal year 2011/2012 estimated at a gross interest yield of 0.40%.

APPORTIONMENT OF COMMINGLED POOL INTEREST EARNINGS

Each month, the 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 be paid in the months following. The August and
September 2011 interest apportionments are expected to be paid by December 31, 2011. The
Treasurer just completed a review of the 2006-2009 treasury administrative fee and will process a
net administrative fee rebate to the pool participants for these years based on their balances during
that period. The current estimated administrative fee rate will drop by 10% to nine basis points.
Rebates for pool participants should be posted to participant accounts by December 31, 2011.

COMPLIANCE SUMMARY

The investment portfolios had one compliance exception for the month of October, 2011. On
October 6", a purchase of Medium Term Notes (MTN) in the John Wayne Airport Investment Pool
caused the pool to hold 31.82% of MTN’s exceeding the 30% limit. A portion of the MTN’s was
sold the next business day bringing the portfolio back in compliance with the IPS. The August 2011
Auditor-Controller Report on Compliance Monitoring stated that the portfolios were in compliance
with the IPS and there were no compliance issues.

CREDIT UPDATE

The County Treasurer removed one issuer from the approved issuer list in October when the
company was placed on credit watch negative. The issuer currently has the highest credit rating
from two credit rating agencies and the investments owed from this issuer are in compliance with the
IPS. The County currently holds $212.8 million of investment in this issuer all of which matures by
April 24, 2012 and, as allowed by the IPS, made the decision to continue to hold these investments
and will continue to monitor this investment to maturity.

| certify that this report includes all pool and non-pooled investments as of October 31, 2011 and is
in conformity with all State laws and the IPS approved by the Board of Supervisors on September
13, 2011. The investments herein shown provide adequate liquidity to meet the next six months of
projected cash flow requirements. | am available if you have any questions on this Investment
Report at (714) 834-7625.

Enclosures
cc: Distribution List



ORANGE COUNTY TREASURER-TAX COLLECTOR

SUMMARY OF INVESTMENT DATA

INVESTMENT TRENDS
INCREASE A NET
OCTOBER 2011 SEPTEMBER 2011 (DECREASE) CH,?;:IGE OCTOBER 2010 CHANGE CHA,;’:IGE
Orange County Investment Pool
End Of Month Market Value $  3,155,773,950 $ 2,927,969,744 $ 227,804,206 7.22% % 3,116,036,278 $ 39,737,672 1.26%
End Of Month Book Value $ 3,149,785544 $§ 2,922,306,216 $ 227,479,328 7.22% $ 3,102,613,210 $ 47,172,334 1.50%
Monthly Average Balance $ 2,987,677,876 $ 3,012,824,272 $ (25,146,396) -0.84% $ 2,977,119,299 $ 10,558,577 0.35%
Year-To-Date Average Balance $ 3,038,151,331 $ 3,054,975816 $ (16,824,485) -0.55% $  3,103,234,084 $ (65,082,753) -2.14%
Monthly Accrued Earnings $ 1,443,163 $ 1,311,915  § 131,248 9.09% $ (1,956,881) §$ 3,400,044 235.60%
Monthly Net Yield 0.47% 0.43% 0.04% 8.14% -0.88% 1.35%  288.22%
Annual Budgeted Gross Yield* 0.75% 0.75% 0.00% 0.00% 1.10% -0.35% -46.67%
Weighted Average Maturity 304 318 (14) -4.6% 431 (127) -41.8%
Orange County Educational Investment Pool

End Of Month Market Value $ 2,753,152,826 $ 3,057,488,797 $  (304,335,971) -11.05% $ 2,747,004,523 $ 6,148,303 0.22%
End Of Month Book Value $ 2,747,919,440 $ 3,052,711,328 §  (304,791,888) -11.09% $ 2,736,500,475 $§ 11,418,965 0.42%
Monthly Average Balance $ 2,953,336,767 $ 2,988,055870 $ (34,719,103) -1.18% $  2,694,189,404 $ 259,147,363 8.77%
Year-To-Date Average Balance $ 2,957,284,204 $ 2,958,600,016 $ (1,315,812) -0.04% $ 2,704,056,310 $ 253,227,893 8.56%
Monthly Accrued Earnings $ 1,308,813  $ 1,259,380 $ 49,433 3.78% $ (1,681,210) $ 2,990,023 228.45%
Monthly Net Yield 0.42% 0.41% 0.01% 2.14% -0.82% 1.24%  294.30%
Annual Budgeted Gross Yield* 0.75% 0.75% 0.00% 0.00% 1.10% -0.35% -46.67%
Weighted Average Maturity 291 265 26 8.9% 390 (99) -34.0%

* Forecasted Gross Yield has been adjusted to 0.40%




ORANGE COUNTY TREASURER-TAX COLLECTOR

INVESTMENT POOL STATISTICS

FOR THE MONTH ENDED: OCTOBER 31, 2011

INVESTMENT STATISTICS - By Investment Pool***

Average Days || Daily Yield as MONTHLY
to Maturity of 10/31/11 Gross Yield Current NAV
DESCRIPTION CURRENT BALANCES
COMBINED POOL BALANCES (includes
the Extended Fund)
MARKET Value $ 3,155,773,950 304 0.61% 1.00
i 0
Orange County Investment Pool COST (Capital) $ 3,153,822,511 0.57%
MONTHLY AVG Balance $ 2,987,677,876
BOOK Value $ 3,149,785,544
MARKET Value $ 2,753,152,826 291 0.56% 1.00
Orange County Educational Investment COST (Capital) $ 2,752,504,636 0.52%
Pool MONTHLY AVG Balance $ 2,953,336,767
BOOK Value $ 2,747,919,440

INVESTMENT STATISTICS - Non Pooled Investments

DESCRIPTION CURRENT BALANCE

BOOK BALANCE BY INVESTMENT TYPE

Specific Investment

Funds: MARKET Value $ 56,960,368
112, 283, 494, 497 COST (Capital) $ 57,060,004
505, 510, 514, 15B MONTHLY AVG Balance $ 57,185,523

Money Market Mutual Funds
Repurchase Agreement
John Wayne Airport Investment Pool

GNMA Mortgage-Backed Securities

$ 6,092,902
1,081,500
49,764,750
120,852

$ 57,060,004

MONTH END TOTALS

INVESTMENTS & CASH

FUND ACCOUNTING & SPECIFIC INVESTMENTS

County Funds
Educational Funds

Specific Investment Funds

County Money Market Fund $ 1,514,902,875
County Cash 6,544,597
Educational Money Market Fund 1,402,504,636
Extended Fund 2,988,919,635
Educational Cash 3,307,954
Non Pooled Investments @ Cost 57,060,004

$ 5,973,239,702

$ 3,160,367,108
2,755,812,590
57,060,004

$ 5,973,239,702

KEY POOL STATISTICS

INTEREST RATE YIELD

WEIGHTED AVERAGE MATURITY (WAM)

COUNTY MONEY MARKET FUND - MONTHLY GROSS YIELD 0.21%
EDUCATIONAL MONEY MARKET FUND - MONTHLY GROSS YIELD 0.23%
JOHN WAYNE AIRPORT - MONTHLY GROSS YIELD 0.18%
COUNTY INVESTMENT POOL - YTD NET YIELD**** 0.48%
EDUCATIONAL INVESTMENT POOL - YTD NET YIELD**** 0.44%
I-MONEY NET PRIME MONEY MARKET FUND - OCTOBER AVERAGE NET YIELD 0.04%
90-DAY T-BILL YIELD OCTOBER AVERAGE 0.01%

COUNTY MONEY MARKET FUND

JOHN WAYNE AIRPORT WAM
LGIP WAM (Standard & Poors)
I-MONEY NET PRIME MMF WAM

EDUCATIONAL MONEY MARKET FUN

52
54
58
43
37




ORANGE COUNTY TREASURER-TAX COLLECTOR

INVESTMENT POOL STATISTICS
FOR THE MONTH ENDED: OCTOBER 31, 2011

INVESTMENT STATISTICS - By Investment Fund*

Average Days || Daily Yield as MONTHLY
to Maturity of 10/31/11 Gross Yield Current NAV
DESCRIPTION CURRENT BALANCES
MARKET Value $ 1,513,583,810 52 0.19% 1.00
i 0y
County Money Market Fund COST (Capital) $ 1,514,902,875 0.21%
MONTHLY AVG Balance $ 1,350,562,642
BOOK Value $ 1,513,468,848
MARKET Value $ 1,400,458,868 54 0.25% 1.00
i 0
Educational Money Market Fund COST (Capital) $ 1,402,504,636 0.23%
MONTHLY AVG Balance $ 1,603,336,767
BOOK Value $ 1,400,063,515
MARKET Value $ 2,994,884,099 537 0.93% 1.00
i 0
Extended Eund COST (Capital) $ 2,988,919,635 0.87%
MONTHLY AVG Balance $ 2,987,115,234
BOOK Value $ 2,984,172,621
ALLOCATION OF EXTENDED FUND
Extended Fund
County Share MARKET Value $ 1,642,190,140 537 0.93% 1.00
COST (Capital) $ 1,638,919,635 0.87%
MONTHLY AVG Balance $ 1,637,115,234
BOOK Value $ 1,636,316,696
Educational Share MARKET Value $ 1,352,693,959 537 0.93% 1.00
COST (Capital) $ 1,350,000,000 0.87%
MONTHLY AVG Balance $ 1,350,000,000
BOOK Value $ 1,347,855,924
Duration 1.45

* 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.

**  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 VIl of this report.

***  The Combined Pool Balances include the County and Educational Money Market Funds and their respective portions of the Extended Fund.

*x** This is the OCIP-Net Yield which differs from the monthly average yield above due to the Treasury administrative fees.
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ORANGE COUNTY TREASURER-TAX COLLECTOR
APPROVED ISSUER LIST

October 31, 2011

COMMERCIAL PAPER / MEDIUM TERM NOTES

ISSUER (Shared Structure) ST RATINGS T RATRGS
S&P | MDY ¥l s&P MDY Fl
BERKSHIRE HATHAWAY INC Al+ Pl NR AA Aa2 AA-
BERKSHIRE HATHAWAY FINANCE AL+ p-1 NR AA+ Az AA-
CHEVRON CORPORATION Ale p-1 Fl+ AA Aal AA
KFW INTERNATL FINANCE AL+ P-1 Fl+ AAA Aaa AAA
MICROSOFT CORP NR Pl Fl+ AAA Aan AA¥
NESTLE CAPITAL CORP Al P-1 El+ AA Aal AA+
WAL-MART STORES INC Acl+ Pl Fl- AA An2 AA

STATE OR NATIONALLY CHARTERED BANKS

T S/T RATING L/T RATING
S&P MDY Fi S&P MDY Fi
ROYAL BANK OF CANADA NY A-1+ P-1 F1+ AA- Aal AA
TORONTO DOMINION BANK NY A-1+ p-1 Fl+ AA- Asaa AA-
FDIC - TLGP
NARE: ST RATING L/T RATING
S&P MDY FI S&p MDY F1
GENERAL ELEC CAP CORP A-1+ P-1 NR AA+ Aa2 NR
GOLDMAN SACHS GROUP INC A-1 P-1 F1+ *- A Al At
HSBC USA INC A-1+ P-1 Fl+ AA- Al AA
IP MORGAN CHASE & CO A-l P-1 Fi+ A+ Aal AA-
MORGAN STANLEY A-l P-1 Fi *- A AZ A *
US BANCORP A-1 P-1 Fl+ At Aa3 AA-
WELLS FARGO & COMPANY A-1+ P-1 Fl+ AA- Al*- AA-
ISSUERS ON HOLD
N S/T RATING L/T RATING
S&P MDY Fi S&p MDY El
WELLS FARGO BANK NA A-l+ P-1 Fi+ AA Aa3 AA
BANK OF AMERICA NA A-1 P-1 Fl+ *- A+ A2 AA-
GENERAL ELECTRIC CO A-l+ P-1 NR AA+ Aa2 NR
TOYOTA MOTOR CREDIT CORP A-l+ P-1 Fl AA- Aa3 A
CHASE BANK USA NA A-l+ P-1 Fi+ AA- Aal AA
JPMORGAN CHASE BANK A-l+ P-i Fl+ AA- Aal AA
RABOBANK NEDERLAND NV NY A-l+ P-1 Fl+ AAA Aaa AA+ *-

11



Orange County Treasurer-Tax Collector
Changes in Approved Issuer’s List
For the Month Ended October 31, 2011

During October, there was one change to the Treasurer’s Approved Issuer List.

o Cooperatieve Centrale Raiffeisen-Boerenleenbank BA's (Rabobank Nederland) was
removed due to being placed on credit watch negative on October 13, 2011.

Amount (in thousands)

Issuer Investment Type as 0f10-31-2011 Final Maturity

County Money Market Fund Rabobank Yankee CD $ 56,300 01/06/2012
Subtotal $ 56,300

Orange County Education Fund Rabobank Yankee CD b 65,000 01/06/2012
Subtotal $ 65,000

John Wayne Airport Rabobank Yankee CD $ 1,500 04/24/2012
Subtotal $ 1,500

Extended Fund Rabobank Yankee CD $ 90,000 04/24/2012
Subtotal $ 90,000

Grand Total $ 212,800
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ORANGE COUNTY PORTFOLIOS vs SELECTED MONEY MARKET YIELDS
(INTEREST RATE YIELD)
For The Period October 2006 to October 2011
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ORANGE COUNTY MONEY MARKET POOLS vs SELECTED AVERAGES
WEIGHTED AVERAGE MATURITY (WAM)
For The Period October 2006 to October 2011
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*Prim MMF: Rated Money Fund Report Average-Prime Institutional from I-Money Net

*As of Oct. 31, 2011, Prime MMF Yield - 0.04; WAM-37; LGIP WAM -43; 90-Day T-Bill - 0.01; OCIP — Net— 0.45
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ORANGE COUNTY TREASURER-TAX COLLECTOR

INVESTMENT POOL YIELDS
November 1, 2010 - October 31, 2011
GROSS
MONTH END AVERAGE
= ORELRIIG NONTERY ERR MARKET | EARNINGS | YIELD FOR | MONTH
VALUE FOR MONTH MONTH END WAM
Current Month - October 2011
County Pool - Money Market Fund $ 1,513,583810 | § 239,620 0.21% 52
Educational Pool - Money Market Fund $ 1,400,458,868 | $ 313,014 0.23% 54
Extended Fund $ 2,994884,099 | $ 2,199,341 0.87% 537
September 2011
County Pool - Money Market Fund $ 1,288,981,027 | $ 229,126 0.19% 56
Educational Pool - Money Market Fund $ 1,705,474,505 | $ 306,342 0.23% 59
Extended Fund $§ 2991,003,008 2,035,827 0.86% 525
August 2011
County Pool - Money Market Fund $ 1,571,688,190 | § 268,415 0.23% 48
Educational Pool - Money Market Fund $ 1.626,604,271 | % 330,393 0.25% 53
Extended Fund $ 2894577747 | § 2,287,480 0.91% 496
July 2071
County Pool - Money Market Fund $ 1,215261,283  $ 283,741 0.23% 60
Educational Paol - Money Market Fund $ 1,552,917.241 [ $ 346,909 0.25% 56
Extended Fund $ 3.087.390,117 | $ 2,549,200 0.97% 559
June 2011
County Pool - Money Market Fund $ 1,380,569,718 | § 305,351 0.26% 59
Educational Pool - Money Market Fund $ 1,637,794658 | $ 391,562 0.26% 59
Extended Fund $ 3,084,704,556 | $ 4,693,709 1.85% 568
May 2011
County Pool - Money Market Fund $  1,496,426,470 | $ 386,220 0.29% 55
Educational Pool - Money Market Fund $ 1823593419 | % 423,526 0.24% 58
Extended Fund $ 3.083,751,388 | $ 2,917,145 1.11% 594
Aprii 2011
County Pool - Money Market Fund $ 1,795,762515| % 418,804 0.20% 55
Educational Pool - Money Market Fund $ 2194748538 | § 416,447 0.30% 58
Extended Fund $ 3080792149 | $ 2,787,254 1.10% 593
March 2011
County Pool - Money Market Fund $ 1,873,051,091|$% 424,787 0.31% 50
Educational Pool - Money Market Fund $ 1537413718 | % 407,705 0.29% 58
Extended Fund $ 3075751344 | % 2,759,814 1.06% 558
February 2011
County Pool - Money Market Fund $ 1,575,715,282 | § 247,305 0.21% 46
Educational Pool - Money Market Fund $ 1,719,901.541 | § 355,932 0.24% 53
Extended Fund $ 3,069,561,929 | $ 2,852 517 1.21% 681
January 2011
County Pool - Money Market Fund $ 1,544,179,597 | $ 357,642 0.26% 59
Educational Pool - Money Market Fund $ 2,025,338,400 | % 505,850 0.28% 60
Exiended Fund $ 3.071,182,280 | $ 2,587,619 0.99% 660
December 2010
County Pool - Money Market Fund $ 1,836,629,503 | § 433,027 0.31% 54
Educational Pool - Money Market Fund $ 2,319,553,991 | 382,323 0.34% 58
Extended Fund $ 3.086,158,602 | $ 2,163,193 0.83% 682
November 2010
County Pool - Money Market Fund $ 1,909,825613 | $ 332,186 0.25% 56
Educational Pool - Money Market Fund $ 1,294299746 | $ 397,543 0.37% 60
Extended Fund b 3,076,938,355 | $ 4,333,834 1.72% 746
OC Extended Fund B (Sold Serpentine) $ -1 § (7,622,716) 5 S
, Average Market | Interest Income: :
Fiscal Year July 1, 2011 - June 30, 2012 Value Balirice YTD YTD Yield YTD Average
Orange County Investment Pool $ 3,036,631,524 | $ 5,994,119 0.58% 311
Orange County Educational Investment Pool $ 2924074518 | % 5,395,289 0.54% 275
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CASH AVAILABILITY PROJECTION
FOR THE SIX MONTHS ENDING April 30, 2012

ORANGE COUNTY TREASURER-TAX COLLECTOR

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 his 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 April 30, 2012, 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
October 2011 - Ending Cash $ 6,544,597
November $ 563,913,665 $ 974,858,207 $ 424,760,341 1,120,556,127
December 477,414,979 1,951,013,227 1,975,478,317 1,5673,506,016
January 161,875,362 412,807,567 661,592,083 1,486,596,862
February 138,407,494 439,439,968 367,332,200 1,697,112,124
March 78,893,032 652,467,512 514,752,847 1,913,719,822
April 291,378,350 1,831,092,653 1,676,334,352 2,359,856,473

ORANGE COUNTY EDUCATIONAL INVESTMENT POOL

Investment l-’rojected Projected Cumulative
Month Maturities Deposits Disbursements Available Cash
October 2011 - Ending Cash $ 3,307,954
November 3 433,890,920 $ 388,372,497 $ 520,514,102 305,057,270
December 429,957,514 1,233,285,802 341,122,337 1,627,178,249
January 95,049,638 602,707,537 694,525,393 1,630,410,030
February 131,653,193 277,526,103 507,837,619 1,531,751,707
March 26,209,061 439,402,271 540,930,892 1,456,432,147
April 51,999,680 1,000,813,801 527,679,285 1,981,566,343
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ORANGE COUNTY TREASURER-TAX COLLECTOR

STATEMENT OF ACCOUNTABILITY
FOR THE MONTH ENDED: OCTOBER 31, 2011

Treasurer's Accountability at the Beginning of the Month $6,043,551,961.12

Cash Receipts:

County $580,119,362.95
Schools 213,637,835.91
Total Cash Receipts 793,757,198.86

Cash Disbursements:

County 344,170,539.77
Schools 519,739,296.18
Total Cash Disbursements 863,909,835.95
Net Change in Book Value of Pooled Assets (70,152,637.09)
Net Decrease in Specific Investments (159,621.88)

Treasurer's Accountability at the End of the Month

$5,973,239,702.15

Assets in the Treasury at October 31, 2011

0.C. Investment Pool $3,153,822,510.49
Specific investments 57,060,004.48
Cash in banks (including Schools) 9,731,636.90
Cash in vault 120,914.42
0.C. Educational Investment Pool 2,752,504,635.86

$5,973,239,702.15
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Orange County Treasurer-Tax Collector
Noncompliance Report Summary
For the Month Ended October 31, 2011

During October, the Orange County Money Market Fund, Orange County Educational
Money Market Fund and Extended Fund were all free of noncompliance incidents. There
was one compliance deficiency in the John Wayne Investment Pool.

Compliance Deficiency

John Wayne Airport Investment Pool

10-06 A purchase of US Bancorp caused the pool to exceed the 30% Investment Policy
Statement (IPS) allowable limit for Medium Term Notes (MTN) by 1.82%. A
portion of the medium term note holdings was sold on the subsequent business
day to bring the portfolio back in compliance with the IPS. To prevent this from
occurring in the future, the MTN rule within Bloomberg Portfolio Compliance
Manager (pre-trade) was updated to include the Federal Deposit Insurance
Corporation (FDIC) corporate collateral type.
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Orange County Auditor-Controller

David E. Sundstrom, CPA

Nancy N. Ishida, CPA  Audit Manager
Christine Young  Staff Auditor

Hall of Finance and Records
12 Civic Center Plaza, Room 200
Santa Ana, CA 92701

Orange County Web Site
http://egov.ocgov.com/ocgov
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AUDITOR-CONTROLLER SHAUN M. SKELLY, CPA

CHIEF DEPUTY

COUNTY OF ORANGE AUDITOR-CONTROLLER
HALL OF FINANCE AND RECORDS JAN E. GRIMES, CPA
12 CIVIC CENTER PLAZA, ROOM 200 DIRECTOR
POST OFFICE BOX 567 CENTRAL ACCOUNTING OPERATIONS

SANTA ANA, CALIFORNIA 92702-0567
PHILLIP T. DAIGNEAU

(714) 834-2450 FAX: (714) 834-2569 __ DIRECTOR
INFORMATION TECHNOLOGY

N ARoceovEom STEVEN P. RODERMUND
PROGRAM MANAGER
CAPS+ PROGRAM MANAGEMENT OFFICE

DAVID E. SUNDSTROM, CPA
AUDITOR-CONTROLLER

October 26, 2011
Job No. 1086
TO: Members, Treasury Oversight Committee

SUBJECT:  Report on Compliance Monitoring of the Treasury Investment Portfolio
For the Month of August 2011

We have completed the compliance monitoring of the Treasury investment portfolio for the
month of August 2011. The purpose of our monitoring was to determine whether the Orange
County Money Market Fund, Educational Money Market Fund, and Extended Fund managed by
the Orange County Treasurer’s Office were in compliance with certain provisions specified in
the Investment Policy Statement (IPS) and that portfolio non-compliance including technical
incidents and required diversification disclosures were properly reported in the August 31, 2011
Treasurer’s Monthly Investment Report.

We are continuing our portfolio compliance monitoring at the request of the Treasury Oversight
Committee. Our monitoring is designed to provide assurance to the Board of Supervisors, the
County Executive Officer, Treasury Oversight Committee, and other stakeholders that the
Treasury investment portfolio is in compliance with the IPS and that non-compliance incidents
and required disclosures are properly reported.

Our compliance procedures included obtaining a daily electronic download of the investment
portfolio from the Treasurer’s Quantum system; judgmentally selecting 10 business days for
testing; importing the selected downloads into auditing software ACL for purposes of performing
calculations; and validating that investment purchases were in compliance with the IPS by
reviewing and testing supporting documentation. In conducting our procedures, we examined
the following days in August: 1, 2, 10, 11, 15, 19, 23, 25, 30, and 31.

Based on our compliance monitoring for the selected dates, no compliance issues were
identified. Our report also includes information regarding Treasury policy pertaining to the
reporting of technical incidents in the monthly investment report. 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.
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Members, Treasury Oversight Committee
October 26, 2011
Page 2

The following lists the procedures performed and results achieved from the compliance
monitoring;

I

Authorized Investments (IPS Section VI and VII): We judgmentally selected a sample of
16 investments representing each pool. The selected sample consists of investments
purchased on the 10 business days selected for review in August 2011. For the sample
selected, we independently confirmed that the investments conform to authorized investment
requirements in accordance with the IPS.

Results: We found no exceptions.

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

Results: We found no exceptions.

Weighted Average Maturity (WAM) Limitations (IPS Section VIIL.3): 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.

Maximum Maturity Limitations (IPS Section VIIL.3): 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
1PS,

Results: We found no exceptions.

Issuer Limitations (IPS Section VIIL.2): We performed calculations to determine that no
more than 5% of the total market value of each Fund is invested in securities of any one
issuer with the exception of government agencies. However, at the time of purchase, a fund
may invest up to 12.5% of the total market value in securities of any one issuer for up to
3 business days or up to 10% in money market mutual funds.

Results: We found technical incidents that occurred on three of the ten days selected for
testing.
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Money Market Fund
Technical Incident
1. The percentage of portfolio holdings in Rabobank Nederland NV NY exceeded
5% of the total market value of the portfolio by no more than 0.24%. The
technical incident occurred on August 1 and 2 and was due to a reduction in the
Pool’s total assets resulting in an increased percentage in securities holdings.

2. The percentage of portfolio holdings in JP Morgan/Chase Manhattan exceeded
5% of the total market value of the portfolio by no more than 0.09%. The
technical incident occurred on August 1 and 2 and was due to a reduction in the
Pool’s total assets resulting in an increased percentage in securities holdings.

Education Money Market Fund
Technical Incident
I. The percentage of portfolio holdings in Rabobank Nederland NV NY
exceeded 5% of the total market value of the portfolio by no more than
0.03%. The technical incident occurred on August 15 and was due to a
reduction in the Pool’s total assets resulting in an increased percentage in
securities holdings.

6. Financial Reporting (IPS Section XXI): We confirmed that the August 2011 Treasurer’s
Monthly Investment Report included all statements of portfolio non-compliance including
technical incidents and diversification disclosures in accordance with the IPS.

Results:

Review of “Investment Policy Compliance Summary”

The Treasurer’s Monthly Investment Report includes an “Investment Policy Compliance
Summary” to disclose non-compliance issues that occurred during the month. The
Treasurer’s August 2011 “Investment Policy Compliance Summary” reported no
compliance issues.

Technical Incidents

Although the Treasurer’s IPS does not require technical incidents that occurred during the
month to be reported in the Treasurer’s Monthly Investment Report, it is Treasury policy
to report the details of technical incidents outstanding at month end in the “Investment
Policy Compliance Summary.” In our sample, we did not observe any technical incidents
that occurred and were not resolved before month end.
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Please let me know if you have any questions regarding our monitoring procedures.

\Zlc; Zlda CPA

Audit Manager

ec Members, Board of Supervisors
Members, Audit Oversight Committee
Thomas G. Mauk, County Executive Officer
Shari L. Freidenrich, Treasurer-Tax Collector
Paul C. Gorman, Chief Assistant Treasurer-Tax Collector
Ginika Ezinwa, Accounting/Compliance Manager, Treasurer-Tax Collector
Darlene J. Bloom, Clerk of the Board of Supervisors
Foreperson, Grand Jury
Peter Hughes, Director, Internal Audit Department
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Orange County Elected Officials
Honorable Tom Daly, Clerk-Recorder

Honorable Webster J. Guillory, Assessor

Honorable Sandra Hutchens, Sheriff-Coroner
Honorable Anthony I. Rackauckas, District Attorney
Honorable David Sundstrom, Auditor-Controller
Honorable John S. Williams, Public Administrator

Treasury Qversight Committee
Honorable Bill Habermehl

Thomas G. Mauk
Honorable David Sundstrom
George Jeffries

William "Andy" Dunn

County of Orange Departments
Assessor

Auditor-Controller

Child Support Services

Clerk of the Board
Clerk-Recorder

County Counsel

County Executive Office
District Attorney

Health Care Agency

Human Resources

Internal Audit

John Wayne Airport

OC Community Resources
OC Dana Point Harbor

OC Public Works

OC Waste & Recycling

Off ce of Independent Review
Performance Audit

Probation

Public Adminstration/Guardian
Public Defender

Registar 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
Superior Court

Transportation Corridor Agencies

State of California Officials
John Decker, CDIAC

Orange County School Districts
Orange County Department of Education
Anaheim City

Anaheim Union High

Brea-Olinda Unifed

Distribution List

Buena Park

Capistrano Unified
Centralia

Cypress

Fountain Valley

Fullerton

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

Laguna Beach Unified

La Habra City

Los Alamitos Unified
Lowell Joint

Magnolia

Newport-Mesa Unified
Ocean View

Orange Unified
Placentia-Yorba Linda Unified
Saddleback Valley Unified
Santa Ana Unified

Savanna

Tustin Unified
Westminster

North Orange County CCD
Rancho-Santiago CCD
South Orange County CCD
Coast Community CCD

Yoluntary Pool Participants (date approved)

Serrano County Water District (6-22-99)

City of Villa Park (10-2-01)

City of Tustin (5-21-02)

Orange County Water District (3-30-04)

Municipal Water District of Orange County (7-27-04)
Orange County Vector Control District (11-14-06)
Local Agency Formation Commission (10-5-10)
Villa Park Community Services Foundation (4-5-11)
Mesa Consolidated Water District (9-30-11)
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