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TO: Children and Families Commission of Orange County

FROM: Michael M. Ruane, Executive Director - h ' t [/‘_‘5 2

SUBJECT: Executive Officer’s Report

The Executive Officer’s Report for July 7, 2010, will include the following items.

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

B. State Budget and Legislative Update (Report and Action)
At the July meeting, there will be a report and any required actions in response to any new state
budget or legislative proposals impacting Prop 10 revenues or county commissions.

C. Quarterly Investment Report (Report)

As required by California Government Code Section 53646, and the Commission’s Investment
Policy Statement adopted by the Commission on March 3, 2010, the Commission Treasurer
submits the Quarterly Investment Report to the Commission. The Investment Report
summarizes Commission investments in both the OCIP Money Market Fund and the Specific
Long-Term Investment Program, for the period January 1 through March 31, 2010. The Report
also contains information on market conditions during the reporting period.

D. Government Finance Officers Association (GFOA) — Certificate of Achievement for
Excellence in Financial Reporting (Report)

The Commission has received a Certificate of Achievement for Excellence in Financial

Reporting for its Comprehensive Financial Report (CAFR). This certificate is the highest of

recognition in government accounting and financial reporting.

There will be a brief presentation at the July Commission meeting.

E. Oral Health Children’s Regional Public Education Activities (Report)

The southern California First 5 commissions are discussing the need to implement a regional
public education campaign focusing on children’s oral health. A potential crisis may be
developing due to funding cuts and the economy, which could necessitate a campaign focusing
on the fact that much of children’s dental disease is preventable. The inadequate number of
children’s dentists and professionals available to treat dental disease also add to the need to
promote prevention programs.

Given the funding constraints, the Orange County Commission could provide in-kind support for
a coordinated regional campaign to promote oral health programs available in the southern
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California region, similar to the successful regional Early Literacy Campaign. The public
educations messages would be developed with Healthy Smiles for Kids of Orange County to
reduce demands for preventable diseases and help their scarce funds go further. Limited support
and effort is recommended for any broad outreach for Spanish language media that should be
done regionally. We will coordinate with the regional communications team and Healthy Smiles
on recommendations for a regional campaign.

ATTACHMENTS:
1. Financial Highlights
2. Quarterly Investment Report



Attachment 1

FINANCIAL HIGHLIGHTS

June 30, 2010

Investment Update

On March 1, the Commission’s Specific Long-Term Investment Program (SLTIP) consisted of U.S. Treasury
bills with a market value of $35,200,000. On March 3, the Commission authorized the short-term repositioning
of SLTIP funds to the Orange County Investment Pool (OCIP) pending Commission approval of an alternative
investment strategy for SLTIP funds. Therefore, the SLTIP has a zero balance as all funds are invested in the
OCIP. The Commission considered recommendations from the Investment Oversight Committee for
restructuring the SLTIP at their Annual Strategic Planning Meeting on June 2.

Revenue Update
The Commission received and recorded $22,877,283 in total revenues year to date. The detail of all revenues
received is included in Attachment 1B.

* The Commission’s total Tobacco Tax Revenues for the period of July 2009 through March 2010 as
reported by First 5 California is $21,709,657. Prop 10 revenues for July 2009 through Marcy 2010 are
approximately $1,201,450 or 5.2% lower than the year to date estimated budget plan of $22,911,107.
As of March 31, $17,266,476 has been received for July 2009 through January 2010.

o $1,248,778 - Interest Revenues received for J uly 2009 through February 2010 are approximately
$417,889 or 25.1% lower than the year to date estimated budget plan of $1,666,667.

Expenditure Update

The total actual operating expenditures and encumbrances year to date are $88,995,271. Overall budgeted
expenditures and encumbrances were approximately $38,480,299 higher than the year to date current operating
budget plan of $48,962,738. The variance is due to multi-year encumbrances.

The following is an overview of the actual operating expenditures and encumbrances for the year to date ended
February 28, 2010:

o $88,995,271 — Total Year To Date Actual Operating Expenditures and Encumbrances

o $84,481,280 for Children’s Programs
* $42,643,460 — Healthy Children Programs
* $15,944,387 — Strong Families Programs
* $18,393,985 — Ready to Learn (School Readiness) Programs
*  $7,499,448 - Quality Services including Capacity Grants, AmeriCorps/VISTA, POMS
(Evaluation costs of $1,110,922)

o $4,513,991 for Administrative Functions

Administrative costs and functions are defined by State Commission guidelines (Fiscal Memorandum No. 05-
01, dated April 14, 2006) pursuant to Chapter 284, Statutes of 2005 (AB 109). Actual Administrative
expenditures and encumbrances of $4,513,991 were 6.1% of the year to date ended March 31, 2010 Operating
Budget of $73,444,107.

Consistent with 10-Year Financial Plan
The Commission has dedicated funding for long-term support of programs consistent with the current Ten-Year
Financial Plan.




Attachment 1A
Children and Families Commission of Orange County

Snapshot Period Ended May 31, 2010

1) Long Term Financial Plan

! Long Term Financial Plan
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| Updated for 2010/11 Budget

$160,000 —

i
|
$140,000 -

$120,000 - N

$100.000 - - T S N -

$80,000 |—
\

[ $60.000 - \/
. $40.000 - 7‘.\'.\_-_~ / T R

$20,000 - e
2008/09  2009/10  2010/11  2011/12  2012/13  2013/14  2014/15  2015/16  2016/17  2017/18  2018/19
—o—Restricted Fund for Program Obligations ~f—Total Revenue -~ Total Expenses j
2) FYS 08/09 & 09/10 Tobacco Monthly Revenues * 3) FY 2009-10 Cumulative Tobacco Tax Revenue
Budget Plan Vs. Actuals To Date *
$3.5 - 40
$3.0 {8 35
g
E $2.0 - 25
g $1.5 11 20
S $1.0 -
a 15
$0.5
10
$0.0 -
5
L BFY 08/09 BFY 09/10 ‘ July Aug Sept Oct Nov 9%063910Feb Mar April May June
| —e— Budget Plan
4) FY 2009-10 Budget Plan Vs. YTD Total Actuals
$50
$45
2 $40
2 $35
S $30
< $25
& $20
©° $15
$5
. , , , Il [ I
Healthy Children Strong Families Ready to Learn Capacity Building Administrative Functions

BFY 2009/10 Budget Plan + Carry Forward of Prior Year Commitments
WFY 2009/10 YTD Total Actual Exp. + Encumbrances

* SOURCE: County Funds Distribution Report (08) First 5 California



Children and Families Commission of Orange County
Comparison of FY 2009-10 Budget vs. Actuals - Unaudited
Period Ended 5/31/10

High Level Summary

Attachment 1B

FY 2009-10 FY 2009-10 YTD Budget vs. | | Actuais % of
Operating Total Actual Actuals Final Budget
Budget Expend. & Encumb. : Amount
— | Thru 6/31/10
[ FINANCING
General Purpose Revenues
Tobacco Tax Revenue 30,548,143 21,699,253 -8,848,890 71%
All Other General Purpose Revenues 2,967,000 1,346,129 -1,620,871 45%
General Purpose Revenues Subtotal 33,515,143 23,045,382 -10,469,761 69%
Special Purpose Revenues 4,599,027 4,864,751 265,724 106%
TOTAL REVENUES 38,114,170 27,910,133  -10,204,037 73%
Multi-Year Commitments - Operating Budget 0
Fund Balance Available 33,404,762
PY Carry forward Encumbrances 4,560,000
TOTAL FINANCING 76,078,932 27,910,133  -10,204,037 37%
REQUIREMENTS
PROGRAM SERVICES
Healthy Children 35,001,763 43,282,241 8,280,478 124%
Strong Families 9,174,834 16,675,902 7,501,068 182%
Ready to Learn 17,787,422 18,479,234 691,812 104%
Capacity Building 5,921,125 7,324,064 1,402,939 124%
TOTAL PROGRAM SERVICES 67,885,144 85,761,441 17,876,297 126%
Administrative Functions 5,058,963 5,034,943 -24,020 100%
Contingency Funding 500,000 0 -500,000 0%
TOTAL OPERATING EXPENSES 73,444,107 90,796,383 17,352,276 124%
Transfer to Long Term Commitments Account 0 0 0
Undesignated/Unreserved 2,634,825 0 0
TOTAL REQUIREMENTS 76,078,932 90,796,383 17,352,276 119%
FINANCES LESS EXPENSES 0 -62,886,251  -62,886,251

6/28/2010
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Quarterly Investment Report
January 1, 2010 through March 31, 2010

OVERVIEW

Pursuant to California Government Code Section 53646, and the Commission’s Investment
Policy Statement adopted on March 3, 2010, the Treasurer submits the Quarterly Investment
Report to the Commission. The Investment Report summarizes investment activities for the
Commission for the three-month period from January 1 through March 31, 2010.

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

The funds in the Money Market Fund are invested for liquidity. The Sustainability Fund has
been invested in specific U.S. Treasury Securities, in a “laddered” approach with maturities not
to exceed three years.

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 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 has tracked with money market benchmark indices. In addition, the Commission appears
to have sufficient liquidity together with anticipated revenues to meet the Commission’s
budgeted expenditures over the next six months.

MONEY MARKET FUND
The Commission’s investment in the Orange County Money Market Fund as of March 31, 2010

totaled $128,691,746.

SPECIFIC LONG-TERM INVESTMENT PROGRAM

On March 3, 2010, the Commission considered recommendations formulated by the
Commission’s Investment Oversight Committee at their January and February meetings, and
authorized the short-term repositioning of SLTIP funds (approximately $35 million) to the
Money Market Fund to improve the overall performance of the Commission’s investment funds.
On March 8, 2010, the seven U.S. Treasury securities in the SLTIP were sold and the proceeds
were invested in the Money Market Fund pending Commission consideration of alternative
investment strategies for the SLTIP. Therefore, no funds were invested in the SLTIP at the close
of the quarter on March 31, 2010. A summary of the sale of the U.S. Treasury securities in the
SLTIP and a detailed listing of each transaction is presented in Attachment “B.”

Quarterly Investment Report for the Period January 1 through March 31, 2010
Page 1 of 3



MARKET CONDITIONS

U.S Treasury Yields: Due in large part to the lingering effects of credit and liquidity crisis, the
first quarter of 2010 continued to see high demand for U.S. Treasury securities. The yield on 3-
month Treasury Bills began the quarter on January 1 at 0.08%, dropped to 0.4% on January 11,
and closed at 0.16% on March 31. The yield on 10-year Treasury bonds began the quarter at
3.85% and closed for the quarter at 3.84% on March 31.

U.S Treasury Yield Curve: The 5-year Treasury had strong demand in the quarter and
increased in price such that the yield dropped from 2.69% on December 3 1, 2009 to 2.27% on
March 31, 2010. Many observers equate a steepening yield curve with market expectations of
improving economic growth going forward.

Quarter Ending Quarter Ending
March 31, 2010 December 31, 2009
3 Month 0.16% 0.06%
5 Year 2.27% 2.69%
10 Year 3.84% 3.85%
30 Year 4.54% 4.63%

Source: Federal Reserve Statistical Release H.15

Economic Indicators
The key economic indicators released in March included the employment report, real gross

domestic product (GDP), and the consumer price index (CPI).

* The US economy shed 36,000 jobs in February as the unemployment rate remained
unchanged at 9.7% for the month. The number of job losses was significantly
lower than the expected 75,000 level, but this follows a downwardly revised 26,000 drop
in January.

® The GDP was revised down to an annual rate of 5.6% in the fourth quarter of 2009 as the
contribution of inventories and real final sales figures were trimmed back. Corporate
profits increased by 8% during the quarter and were 30% higher than the prior year.

* The headline CPI rose at a year-to-year rate of 2.1% in February. The core index, which
excludes food and energy, increased just 1.3% over the past year.

Markets & Rates
Federal Reserve Chairman Ben Bernanke testified on Capitol Hill in March about the central

bank’s exit strategy from its unconventional policy easing. Mr. Bernanke outlined the Fed’s
plans to use special tools, including reverse repos and term deposits, to mop up excess reserves
when the time is right. However, the Fed Chairman reiterated that economic conditions are likely
to warrant an exceptionally low level of the federal funds rate for an “extended period.”

Quarterly Investment Report for the Period January 1 through March 31, 2010
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Unemployment
National unemployment climbed to 9.9% in March. The California unemployment rate was
12.6% and the Orange County unemployment rate was 10.1% in March 2010.

COMPLIANCE MONITORING

During the reporting period, funds in the OCIP and the Commission’s SLTIP were invested in
compliance with applicable statements of investment policy and were free of non-compliance
incidents.

PORTFOLIO PERFORMANCE SUMMARY
The following table presents an overview of the Orange County Investment Pool’s Money
Market Fund for the months ending January 31, February 28, and March 31, 2010.

Orange County Pool — Money Market Fund

Monthly Average Yields CNTY MMF AVG
Period Ending  Pool Market Value CNTY MMF OCIP Net MMF Avg Days to Mat
March 31 $2,181,831,316 0.31 0.76 0.10 53 Days
February 28 $2,092,430,121 0.26 0.84 0.11 57 Days
January 31 $2,108,614,594 0.27 0.66 0.11 55 Days

SUMMARY STATEMENTS
Attached for further information and reference are two statements from the March 31, 2010
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 Money Market Fund. All deposits, withdrawals,
investment earnings, and administrative fees for the reporting period are also posted. The
Commission’s March 31, 2010 ending balance was $128,691,746.

B. Investment Portfolio Report: This Report presents detailed information for each of the
U.S. Treasury Securities that comprised the Commission’s SLTIP. On March 8, 2010,
the date the securities were sold, the book value (i.e. cost of the securities) was
$35,087,500, and the market value (i.e. the price of the securities on the date of sale) was
$35,200,000.

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 ended March 31, 2010 was posted to the
Commission’s cash account in the County general ledger by approximately May 17, 2010.

Attachments:
A. Statement of Activity
B. Investment Portfolio Report

Quarterly Investment Report for the Period January 1 through March 31, 2010
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Orange County Children and Families Commission
c/o Michael Ruane, Executive Director

17320 Redhill Ave #200

Irvine, CA 92614

COUNTY OF ORANGE

HALL OF FINANCE & RECORDS

12 CIVIC CENTER PLAZA, ROOM G76

P. 0. BOX 4515
SANTA ANA, CA 92701

March 31, 2010

STATEMENT OF ACTIVITY

For the Month Ended March 31,2010

OFFICE OF THE TREASURER-TAX COLLECTOR

Cash in Treasury - Fund 225

Beginning Investment Treasury
Date / Description Balance Deposits Withdrawals Income Admin Fee Ending Balance
$94,801,870.57 $37,940,374.14 (%$4,160,051.82)
03/01/10, February Admin Fee (7,351.74)
03/02/10, January Interest 54,230.80
03/17/10, February Interest 62,674.32
$94,801,870.57 $37,940,374.14 ($4,160,051.82) $116,905.12 ($7,351.74) $128,691,746.27
Accrued Investment Income - Fund 225
Apportionment
Beginning Annualized Yield
Date / Description Balance Accrual Payment Ending Balance (Gross)
$116,905.12
03/02/10, January Interest (54,230.80)
03/17/10, February Interest (62,674.32)
04/01/10, March Interest 77,504.89
$116,905.12 $77,504.89 ($116,905.12) $77,504.89 0.812%, March

C:\Documents and Settings\skozak\Local Settings\Temporary Internet Files\Content.Outlook\19LIOOPO\2010 03.xls

(V)




Children and Families Commission of Orange County

Investment Activity Log
Month of March 2010

Issuer Broker

Securities Sold on March 8, 2010
U.S. Treasury Security FTN Financial
U.S. Treasury Security FTN Financial
U.S. Treasury Security Barclays Capital
U.S. Treasury Security FTN Financial
U.S. Treasury Security FTN Financial
U.S. Treasury Security FTN Financial

U.S. Treasury Security ~ Credit Suis Securities

Purchase Date

4/30/2008
7/31/2008
7/9/2009
7/16/2009
7/24/2009
7/30/2009
2/1/2010

Maturity Date Yield (%)

4/30/2010
7/31/2010
12/31/2010
10/31/2010
1/31/2011
2/28/2011
4/30/2011

2.3462
2.641
0.6831
0.6626
0.8205
0.9047
0.4077

cusip

912828HX1
912828JF8
912828JV3
912828JP6
912828JY7
912828KE9
912828KL3

Purchase Amount Total Sale
4,978,515.65 5,052,022.19
5,010,546.90 5,065,431.84
5,014,062.50 5,029,972.38
5,053,710.94 5,066,363.09
5,004,101.56 5,027,593.02
4,997 ,656.25 5,024,388.59
5,028,906.25 5,038,125.86

35,087,500.05 35,303,896.97
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