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Children & Families
Commission of Orange County

Executive Officer’s Report
March 7, 2012 Meeting

DATE: February 27, 2012

TO:

Children and Families Commission of Orange County

FROM: Michael M. Ruane, Executive Director w"“Q-‘-—k

SUBJECT: Executive Officer’s Report

The Executive Officer’s Report for March 7, 2012, includes the following items.

A

Informational Items (Report)
1. Financial Highlights (included in Attachment 1)

State Budget and Legislative Update (Report and Action)

Following the release of the Governor’s proposed FY 11/12 Budget in January, the
legislature has begun its budget development process. The deadline for new bills to be
introduced was February 24, 2012. There are still no budget proposals or legislation under
consideration that impact Prop 10 revenues or county commissions. We will continue to
monitor any new developments and legislative proposals and report back at future meetings.

Quarterly Investment Report (Report)

As required by California Government Code Section 53646, and the Commission’s
Investment Policy Statement dated April 6, 2011, the Commission Treasurer submits the
Quarterly Investment Report (“Report”) to the Commission. The Report summarizes
Commission investments in the OCIP Money Market Fund for the period October 1
through December 31, 2011. The Report also contains information on market conditions
during the reporting period.

Matching Fund Program with Merage Children’s First Program (Report and Action)
The Commission has an existing partnership with Children First, a Merage Foundation.
Historically, the Children First Foundation had two primary functions: First, to provide
grants and retiree placements to early childhood organizations serving children under six-
years old; and second, to support the demonstration project at the EI Sol Academy (charter
school) in Santa Ana. The El Sol Academy provides preschool, literacy and health services to
low income children. There is now a clinic on the campus that provides health services to
children and families. This SOS clinic is now the focus of the Commission’s matching fund
contribution since it addresses a priority community need.

The current partnership has been successful, and has provided an excellent opportunity to
expand services which improve the school readiness of children in disadvantaged
communities. At this time, it is recommended that the matching fund program with the
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Children First Foundation be renewed at an annual funding level of $75,000 (this represents
level funding from FY 2011/12). The Commission grant serves as a challenge grant for
Children First’s upcoming fund raising efforts with the annual fundraising event scheduled
for May 8, 2012 with the Commission serving as a non-monetary co-sponsor. This further
leverages the Commission’s investments and creates a more sustainable strategy for support.

The EI Sol Academy demonstration project includes programs for early literacy, health and
dental services sponsored by the Commission. The Commission allocation of $75,000 now
goes exclusively to support the health services at the EI Sol Academy which are carried out
through the new on-site clinic operated by SOS with the following parameters:

Commission funding supports services to children under six-years of age

The total contribution amount must be matched by Children First Foundation on a

2:1 basis

Outcome reporting is provided to the Commission.

The Orange County Community Foundation serves as the fiscal intermediary for the
matching grant program, and would continue to serve in this role. Commission staff will also
be involved in the matching grant program and establish any required terms and conditions
through a letter agreement.

Monique Daviss, Executive Director of the EI Sol Academy, will include an update on
current accomplishments and future plans as part of her presentation at today’s meeting.

ATTACHMENTS:
1. Financial Highlights
2. Quarterly Investment Report
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Children & Families
Commission of Orange County

Financial Highlights
As of January 31, 2012

Comparison of Budget vs. Actual
Fiscal Year 2011-12
Unaudited
Period Ending 01/31/12

FY 2011-12 FY 2011-12
Amended Actual
Budget

Financing Sources

Tobacco Tax Revenue  $27,369,400 $12,436,543  454%
Interest Earnings 500,000 270,636  54.1%
Other Revenue 1,304,238 388,502  29.8%

Revenue Total $29,173,638 $13,095,681

EXxpenses

Healthy Children $19,445347  $3,898,817  20.1%
Strong Families 4,550,703 663,453  14.6%
Early Learning 7,098,662 -438,095*  -6.2%
Capacity Building** 2,846,290 939,064 33.0%
Program Services $33,941,002  $5,063,239

Admin. Functions*** 3,629,618 1,997,025

Total Operating Exp. $37,570,620  $7,060,264

*Negative amounts are a result of the reversal of year-end
contract accruals for which we have not yet received actual
invoices for payment

**Includes Evaluation costs of $308,803

***Administrative costs and functions are defined by State
Commission guidelines (Fiscal Memo No. 05-01, dated April
14,2006) pursuant to Chapter 284, Statutes of 2005 (AB 109).
Actual Administrative expenses of $1,997,025 and
encumbrances of $622,171 were 6.97% of the Fiscal Year
2011-12 Amended Budget of $37,570,620.

Total Encumbrances as of January 31, 2012

Healthy Children $15,879,536
Strong Families $2,057,388
Early Learning $7,408,383
Capacity Building $2,488,198
Admin. Functions $622,171

Revenue and Cash Balance Update

The Commission’s total Tobacco Tax Revenue through
December 2011 as reported by First 5 California is
$14,392,094. Prop 10 revenues for July - December are
approximately 5.1% higher than the estimated budget plan
of $13.69 million. As of January 31, 2012, tobacco revenue
has been received through November 2011.

Interest earnings for July 2011 through January 2012 are
$270,636. Other revenue of $388,502 includes grant
revenues for the VISTA program, MAA, ARRA Health
Research reimbursements, and other miscellaneous revenue
items.

As of January 31, 2012, the Commission’s cash balance is
$86.7 million. $51.4 million is included in the total cash
balance as required by AB99.

Fiscal Year 2010-11 & 2011-12 Tobacco Monthly Revenues
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Forecasted Fiscal Year 2011-12 Ending Fund Balance
From Commission Long Term Financial Plan

Beginning Fund Balance, July 1, 2011 $29,975,476
Forecasted Revenue 29,923,700
Budgeted Program Expenses (33,941,002)
Budgeted Administrative Expenses (3,629,618)
Catalytic Projects (4,500,000)
Projected June 30, 2012 Fund Balance $17,828,556*

*based on Commission action through October 2011
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Quarterly Investment Report
October 1, 2011 through December 31, 2011

OVERVIEW

Pursuant to California Government Code Section 53646, and the Commission’s Investment
Policy Statement dated April 6, 2011, the Treasurer submits this Quarterly Investment Report to
the Commission. This Investment Report summarizes investment activities for the Commission
for the three-month period from October 1 through December 31, 2011.

The Commission has invested in (1) the Orange County Investment Pool’s Money Market Fund
(“Money Market Fund”) and (2) in a Specific Long-Term Investment Program (“SLTIP”), a
longer term reserve fund. All funds are managed by the Orange County Treasurer’s Office.

The on-going monitoring of the Commission’s investment program by staff and Sperry Capital
Inc., the Commission’s independent financial advisor, indicates that the investments in the
monthly reports are in compliance with the Commission’s adopted Investment Policy Statement
as well as with the California Government Code.

The overall performance of the Orange County Investment Pool’s Money Market Fund for the
quarter ending December 31, 2011 has tracked with money market benchmark indices. In
addition, the Commission appears to have sufficient liquidity and anticipated revenues to meet
the Commission’s budgeted expenditures over the next six months.

MONEY MARKET FUND

The funds in the Money Market Fund are invested for safety of principal and liquidity. The
Commission’s investment in the Orange County Money Market Fund as of December 31, 2011
totaled $87,785,657.

SPECIFIC LONG-TERM INVESTMENT PROGRAM
No funds were invested in the SLTIP at the close of the quarter on December 31, 2011.

MARKET CONDITIONS

U.S. Treasury Yields: Due in large part to the lingering effects of the slow economic recovery
and the European debt crisis, the fourth quarter of 2011 continued to see high demand for U.S.
Treasury securities in general and in short-term maturities in particular.

The yield on 3-month Treasury Bills began the quarter on October 3 at 0.02%, traded in a very
narrow range, and closed at 0.02% on December 30. The yield on 5-year Treasury Bonds began
the quarter at 0.87% and closed for the quarter at 0.83% on December 30. The yield on 10-year
Treasury Bonds began the quarter at 1.80% and closed for the quarter at 1.89% on December 30.
The yield on 30-year Treasury Bonds began the quarter at 2.76% on October 3 and closed higher
in yield for the quarter at 2.89% on December 30.

Quarterly Investment Report for the Period October 1 through December 31, 2011
Page 1 of 3



U.S. Treasury Yield Curve: Unlike past quarters, the beginning and quarter-ending U.S.
Treasury yields were relatively flat.

Quarter Ending Quarter Ending
December 31, 2011  September 30, 2011
3-Month 0.02% 0.02%
5-Year 0.83% 0.96%
10-Year 1.89% 1.92%
30-Year 2.89% 2.90%

Source: Federal Reserve Statistical Release H.15

Economic Highlights: Over the course of the three month quarter ending December 31, 2011,
U.S. economic activity expanded moderately despite some apparent slowing in the growth of
foreign economies and strains in global financial markets. Conditions in the labor market
seemed to improve somewhat, while overall consumer price inflation continued to be more
modest than earlier in the year and measures of long-run inflation expectations remained stable.

The risks associated with the fiscal and financial difficulties in Europe remained the focus of
attention in financial markets and contributed to heightened volatility in a wide range of asset
markets throughout the fourth quarter.

Yields on nominal Treasury securities were little changed following the release of the Fed’s
November Federal Open Market Committee (FOMC) statement. Over the following weeks,
movements in yields were reportedly driven by shifts in investors' assessments of the European
situation and by U.S. economic data that were somewhat stronger than they expected.

The FOMC projected that the pace of economic activity would pick up gradually in 2012 and
2013, supported by accommodative monetary policy, further increases in credit availability, and
improvements in consumer and business sentiment. Over the forecast period, the gains in real
GDP are anticipated to be sufficient to slowly reduce the slack in product and labor markets,
and the unemployment rate is expected to remain elevated until the end of 2013.

COMPLIANCE MONITORING

During the reporting period, funds in the Orange County Investment Pool were invested in
compliance with applicable statements of investment policy and were free of non-compliance
incidents.

Quarterly Investment Report for the Period October 1 through December 31, 2011
Page 3 of 3



PORTFOLIO PERFORMANCE SUMMARY
The following table presents an overview of the Orange County Investment Pool’'s Money
Market Fund for the months ending October 31, November 30, and December 31, 2011.

Orange County Investment Pool — Money Market Fund
Quarter MMF Gross Ave OCIP Monthly 3Month MMF Ave
Ended Market Value Yield for Month Gross Yield UST Bill Days to Mat
Oct 31 $1,513,583,810 0.21% 0.21% 0.10% 52 days
Nov 30 $1,955,838,383 0.19% 0.56% 0.02% 56 days
Dec 31 $1,843,592,007 0.12% 0.43% 0.02% 59 days

e  Merrill Lynch 1-3 Month Treasury Bill Index Total Return

SUMMARY STATEMENTS
Attached for further information and reference is the Statement of Activity from the December
31, 2011 Orange County Treasurer’s Investment Management Report.

A. Statement of Activity: This Statement reports the beginning and ending balances of the
Commission’s funds invested in the Orange County Investment Pool Money Market
Fund. All deposits, withdrawals, investment earnings, and administrative fees for the
reporting period are also posted. The Commission’s December 31, 2011 ending balance
was $87,785,657.

APPORTIONMENT OF INTEREST EARNINGS

The Orange County Treasurer apportions interest earnings in the commingled pools to all
investors each month. According to the Treasurer’s forecast, apportionment of the
Commission’s interest earnings for the month of December was scheduled to be posted to the
Commission’s cash account in the County general ledger by approximately January 31, 2012.

Attachments:
A. Statement of Activity for the month of December 31, 2011
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COUNTY OF ORANGE

OFFICE OF THE TREASURER-TAX COLLECTOR
Shari L. Freidenrich, CPA, CCMT, CPFA, CPFIM
P. 0. BOX 4515
SANTA ANA, CA 92702-4515

February 15, 2012

STATEMENT OF ACTIVITY
For the Month Ended December 31, 2011

Orange County Children and Families Commission
Attn: Michael Ruane, Executive Director

17320 Redhill Ave #200

Irvine, CA 92614

Cash in Treasury - Fund 225

Beginning Investment Treasury
Date / Description Rate Balance Deposits Withdrawals Income Admin Fee Ending Balance
$ 88,835,222.23 2,607,287.27 (3,734,969.79)
12/01/11, November 2011 Admin Fee 10bsp (7,472.33)
12/15/11, October 2011 Interest 0.567% 44,224.84
12/21/11, November 2011 Interest 0.552% 41,364.81
Total $ 88,835,222.23 $ 2,692,876.92 $  (3,734,969.79) $ - $ (7,472.33) $ 87,785,657.03

Accrued Investment Income - Fund 225

Apportionment

Beginning Annualized Yield

Date / Description Balance Accrual Payment Ending Balance (Gross)

$ 85,124.29
**11/01/11, FY 05-08 Admin Fee Rebate 171.43
**11/30/11, FY 08-09 Admin Fee Rebate 293.93
12/15/11, October 2011 Interest 0.567% (44,224.84)
12/21/11, November 2011 Interest 0.552% (41,364.81)
01/03/12, December 2011 Interest 0.426% 32,182.95

$ 85,124.29 $ 32,648.31 $ (85,589.65) $ 32,182.95 0.426% - December

** Admin fee rebates are not accrued. FAS booked an accrual reversal in error. IT/ATS is correcting.

KEY POOL STATISTICS
INTEREST RATE YIELD WEIGHTED AVERAGE MATURITY

COUNTY MONEY MARKET FUND - MONTHLY GROSS YIELD 0.12% COUNTY MONEY MARKET FUND 59
EDUCATIONAL MONEY MARKET FUND - MONTHLY GROSS YIELD 0.19% EDUCATIONAL MONEY MARKET FUND 58
JOHN WAYNE AIRPORT-MONTHLY GROSS YIELD 0.19% JOHN WAYNE AIRPORT WAM 48
COUNTY INVESTMENT POOL - YTD NET YIELD**** 0.48% LGIP WAM (Standard & Poors) 42
EDUCATIONAL INVESTMENT POOL - YTD NET YIELD**** 0.47% I-MONEY NET PRIME MMF WAM 36
I-MONEY NET PRIME MONEY MARKET FUND - DECEMBER AVERAGE NET YIELD 0.05%
90-DAY T-BILL YIELD DECEMBER AVERAGE 0.002%
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