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June 15, 2009 

 
 
TO:  Board of Supervisors 
  Thomas G. Mauk, County Executive Officer  
  Treasury Oversight Committee    
  Treasurer’s Advisory Committee 
  Participants 
 
FROM: Chriss W. Street 
  Treasurer-Tax Collector  
 

 SUBJECT:   Treasurer’s Management Report for May 31, 2009 
 
Attached please find the Treasurer’s Management Report for the County of Orange for the 
month ended May 31, 2009.  The information provided herein, including all charts, tables, 
graphs and numerical representations, is provided to readers solely as a general overview of the 
economic and market conditions which the Treasurer utilizes in making investment decisions.  
In addition, a complete version of this report is also available for download at our website 
www.ttc.ocgov.com. 
 
 
TREASURER’S REPORT 
 
In order to assist you in reading this report, please note that the current balances reflect the 
investments recorded in the portfolios for each particular fund for the period ending May 31st.   
Each money market fund has an average maturity of less than sixty days, with a net asset value 
(NAV) falling within the range of $0.9950 and $1.0050.  The Extended Fund shall have a 
duration not to exceed a leading 1-3 Year index +25%.  All investments are marked to the 
market at the end of the reporting period due to the narrow valuation range prescribed by the 
Pools’ Investment Policy Statement. 
 
The reports reflect the par value (face value), the cost and market value (the price of each 
security at the close of the market on the last trading day of the month).  Market values are 
derived from the Bloomberg Professional Service, a premier provider of instant access to real-
time and historical financial data. The difference between the market value and book value is 
the unrealized gain or (loss).  The Detail Transaction Report Section is provided in compliance 
with California Government Code Section 53607, which requires that the Treasurer file such a 
report with the Board of Supervisors, from whom his investment authority has been delegated. 
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APPORTIONMENT OF COMMINGLED POOL INTEREST EARNINGS 
 
We have prepared a forecast for the timing of the County Investment Pool’s March 2009 
and April 2009 interest apportionments.  The March 2009 interest apportionment was 
posted to participants’ cash accounts in the County general ledger on June 5, 2009. We 
anticipate posting the April 2009 interest apportionment to participants’ cash accounts in 
the County general ledger by approximately June 15, 2009. 
 
PORTFOLIO COMPOSITION 
 
The following graphs represent the County, School and John Wayne Airport investment 
pools’ composition by issuer type. The County and School pools include their portion of 
the Extended Fund (Exhibit 1).  
 
 
Exhibit 1: 
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MARKET OBSERVATIONS 
 
By December 2008, the economy was in shreds and bankers all over the world were 
running to their governments clamoring for bailout money.  The Federal Reserve was 
rumored to be running out of ammunition as a recession was threatening to change into a 
nasty depression.  All the while, two-year Treasuries yielded 0.70% and the ten-year 
Treasury note was vacillating around 2%.  An economic recovery and higher rates 
seemed a long way off.  Fast forward to the present, and things are starting to look quite 
different. 
 
The Federal Reserve has continued to reiterate their stance of keeping the Fed Funds rate 
low for “a considerable period of time”.  This, in turn, will help anchor interest rates 
along the short end of the curve.  Yields for the one year horizon have remained stable; 
however two-year yields have edged up to 1.25%.   Ten-year yields have climbed 
consistently over the same period from the low of 2% to the current yield of 3.80%. 
 
Market participants believe Federal Reserve Chairman Ben Bernanke and Congress’ $2 
trillion worth of fiscal stimulus have averted disaster; and the previously moribund US 
economy is about to take up jogging.  We believe the economy may have stopped 
contracting, but fail to buy into the idea that consumers have recovered sufficiently to 
assume additional debt or endure higher prices. 
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Whistlejacket Capital LLC - Structured Investment Vehicle 
Summary of Restructuring and Auction 
 
On March 19, 2009, the Receivers of Whistlejacket Structured Investment Vehicle signed 
a restructuring agreement and a portfolio sale agreement with Goldman Sachs 
International.  As part of the restructuring of Whistlejacket, Goldman Sachs held a 
competitive auction of Whistlejacket portfolio securities on April 29, 2009. Senior 
creditors had the option of cashing out their share of portfolio securities subject to the 
auction price or setting a reserve price below which senior creditors could elect to receive 
pass through notes (“P-T Notes”) in a restructured company called Serpentine Funding 
Limited (the Company) (incorporated under the laws of the Cayman Islands). 

 
The Treasurer’s reserve price was not met and the County received $63.5 million in notes 
issued by the Company. Approximately 53% of senior creditors exercised the option to 
cash out with the remaining 47% receiving the P-T Notes.  
 
The restructured Company is not a structured investment vehicle and has no leverage. 
The Company holds a pool of securities and will receive payments on the underlying 
securities and distribute monthly payments to holders of the P-T Notes. The Company 
could be compared to an unleveraged mutual fund.  

 
The P-T Notes do not carry a stated rate of interest and have an initial maturity date of 
June 5, 2010. Payments of principal and interest received on the underlying portfolio 
securities will be made on a monthly basis. The Treasurer has the option to liquidate the 
P-T Notes once a year though a cash sale of the County’s respective share of the 
Company’s portfolio of securities at current market prices. The Treasurer may also solicit 
bids from brokers sell the P-T Notes in the market. 

 
In addition to receiving notes in the restructured Company, on October 25, 2008, the 
County received a partial cash distribution in respect of amounts outstanding to all senior 
creditors of the Whistlejacket Structured Investment Vehicle. The County’s share of the 
distribution amounted to $18.4 million or 22.6% of the face value ($80 million) and 
accrued interest of its Whistlejacket holdings. In addition, Deloitte LLP, the Receiver, has 
indicated senior creditors will receive a second partial cash distribution by June 30, 2009 
estimated at 10.4% of senior creditor claims resulting in an additional cash distribution of 
approximately $8.3 million to the County.   
 
We have attached an analysis (see Exhibit B) of the Whistlejacket and Serpentine 
principal balances including our market valuation computation of Serpentine Funding 
Limited holdings as of May 31, 2009 
 
Grand Jury Report 
 
On June 9th, 2009 the Grand Jury issued a report covering the Treasurer – Tax Collector’s 
office.  The report, “Orange County Investments:  The Need for Stronger Oversight”, 
primarily covers past investments in Structured Investment Vehicles and makes several 

http://www.ocgrandjury.org/pdfs/oc-investments/oc_investments.pdf
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recommendations.  We appreciate the Grand Jury’s work and always welcome additional 
transparency and scrutiny.  We already have in place a robust system of checks and 
balances, and over the next few weeks will work with the Treasury Oversight Committee 
on providing responses to the recommended actions. 
 
 
Interest Apportionment Disclosure 
  
From time to time we receive questions about our interest apportionment practices and 
"how it works." In a recent audit report Internal Audit recommended we provide 
disclosures to Investment Pool participants about the interest apportionment process. 
Please see the attached letter "Overview Disclosure of Allocation and Apportionment of 
Investment Pool Earnings" (Exhibit A). If you have questions or would like further 
explanation please feel free to contact Paul Gorman at 714-834-2288. 
 
Interest Rate Forecast 
 
The Treasurer’s Investment Committee is currently estimating an average interest yield 
of 1.35% for 2009-2010. 
 
The Treasurer’s Office appreciates your continued confidence as well as the opportunity 
to provide you exemplary portfolio and cash management services in the future.   
Please call Orange County Treasurer, Chriss W. Street, at 714-834-7625 with any 
questions or to arrange a personal visit to see “Your Money”. 
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EXHIBIT A 
 
 
 

OVERVIEW DISCLOSURE of ALLOCATION and APPORTIONMENT 
OF INVESTMENT POOL INTEREST EARNINGS 

 
 
Background Information about the County and Educational Investment Pools 
The County Treasurer maintains two cash and investment pools: the Orange County 
Investment Pool (“the County Pool”) and the Orange County Educational Investment 
Pool (“the Educational Pool”) (together “the Pools”), the latter of which is utilized 
exclusively by the County’s public school and community college districts. These pools 
are maintained for the County and other non-County entities for the purpose of benefiting 
from economies of scale through pooled investment activities. 
 
The County Pool includes both the Money Market Fund and the County’s share of the 
Extended Fund and Extended Fund B. The Educational Pool includes the Educational (or 
Schools) Money Market Fund and its share of the Extended Fund and Extended Fund B. 
The Treasurer also maintains specific investment accounts for certain County and School 
District monies which are held separate and apart from the Pools.  
 
Each participant’s deposits in the Pools are allocated between the Money Market Fund 
and the Extended Fund. The amount of a participant’s deposits allocated to each Fund 
can change daily based on each Pool’s ownership of the Extended Fund. 
 
Significant Accounting Assumptions and Valuation of Pool Participant Shares  
The Pools value participants’ shares using an amortized cost basis. Specifically, the Pools 
distribute income to participants based on their relative participation during the period. 
Income is calculated based on (1) realized investment gains and losses calculated on an 
amortized cost basis, (2) interest income based on stated rates (both paid and accrued), 
(3) amortization of discounts and premiums on a straight line basis, and reduced by (4) 
investment and administrative expenses. 
 
This method differs from the fair value method set forth in Governmental Accounting 
Standards Board Statement 31 because the amortized cost method is not designed to 
distribute to participants all unrealized gains and losses in the fair values of the Pools’ 
investments.  
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The County does not guarantee or insure the Net Asset Value of the Pools nor are the 
Pools registered with the SEC. 
California Government Code Section 53647 
The interest apportionment process is set forth in California Government Code Section 
53647 as follows: 

(a) Interest on all money deposited belongs to, and shall be paid quarterly into the 
general fund of, the local agency represented by the officer making the deposit, unless 
otherwise directed by law. 
(b) Notwithstanding the provisions of subdivision (a), and except as otherwise 
directed by law, if the governing body of the local agency represented by the officer 
making the deposit so directs, such interest shall be paid to the fund which contains 
the principal on which the interest accrued.   

 
 
Timing of Interest Apportionment Postings to Particpant Accounts 
The Treasurer determines the interest earnings for the respective Pools on an accrual 
basis. On a monthly basis, accrual basis interest earnings and Treasury administrative 
fees (see below) are allocated to each individual Pool participant based upon their 
average daily balance on deposit with the Treasurer. Pool participant earnings are posted 
as an accrual in the Treasurer’s Fund Accounting System on the first business day of the 
following month. Pool participants’ accrual basis earnings are recorded as a receivable 
along with the related revenue in the County’s general ledger in the following month. 
Accrued but undistributed interest earnings (interest receivable) are added to Pool 
participants’ average balances in determining a participant’s relative share of the Pool’s 
monthly accrual basis earnings. 
 
The County uses Fund 691- Unapportioned Interest to accumulate and apportion interest 
earnings. Accruals are posted as of the first business day of the following month and the 
cash distribution subsequently occurs once there is sufficient cash in Fund 691to pay the 
entire accrual earnings for the respective month.  
 
The Treasurer’s apportions or deposits the interest earnings to Pool participants’ cash 
accounts after the related earnings are collected. This posting to cash may occur from 45 
to 90 days after the end of the accrual month. The exact number of days depends on the 
actual cash receipts of coupon payments and maturities. Each month the Treasurer 
includes a forecast in the Treasurer’s Monthly Management Report estimating the date 
Pool participants may expect to see a deposit of interest earnings to their cash accounts in 
the County general ledger. This date is only an estimate and is not published as a date 
certain for the interest apportionment cash distribution.  
 
 
Portfolio Yield vs. Apportionment Yield 
The Treasurer’s Monthly Management Report includes detailed information on the Pool’s 
investment inventory, yield, composition, statistics, and transactions during the month. 
The investment pool yield reported in the Treasurer’s Monthly Management Report will 
vary from the apportionment yield used to allocate and distribute interest earnings to 
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participants. The apportionment yield takes into account cash in banks whereas the 
portfolio yield is based solely on the yield of the respective investment Pool.  
Treasury Administrative Fee 
As authorized by California Government Code Section 27013, the Treasurer will charge 
all pool participants for administrative and overhead costs.  Costs include, but are not 
limited to, portfolio management, bank and custodial fees, software maintenance fees, 
and other indirect costs incurred from handling or managing funds.  In addition, the costs 
of compliance with the Treasury Oversight provisions of Government Code §27130-
27137 shall be included as administrative costs.   
 
The above fee charge will be allocated to the Pool participants on a monthly basis.  As of 
the first working day of the next month, the Pool participants' account will reflect the 
gross investment earnings and the monthly administrative and overhead costs. The charge 
is expressed as a basis point and applied to Pool participants’ average balance for the 
month to determine the charge for each participant. 
 
 
Investment Policy Statement 
At least annually, the Treasury Oversight Committee recommends and the Board of 
Supervisors approves the Orange County Treasurer’s Investment Policy Statement (IPS). 
Please review the currently approved IPS which is available on the Treasurer’s website 
www.ttc.ocgov.com. 
 
 
Reporting 
The Treasurer publishes his Treasurer’s Monthly Management Report and makes it 
available on the web at www.ttc.ocgov.com. The monthly Schedule of Apportionment 
Yields for each Pool is distributed by email to interested parties. The Treasurer’s Fund 
Accounting System generates ledgers for cash accounts and interest receivable. These 
reports are available upon request. Please contact us for more information. 



Orange County Treasurer
Valuation Computation of Serpentine Funding Limited P-T Notes (Whistlejacket Restructuring)

As of May 31, 2009

Face/Nominal Value Per OC Books 

Whistlejacket MTN 96335WFP3 30,000,000$         
Whistlejacket MTN 96335WJT1 50,000,000           
Total Face/Nominal Value 80,000,000$         

Analysis of Whistlejacket Principal Balance and Restructuring to Serpentine

Initial Investment 80,000,000$         
Accrued Interest Through March 31, 2008 (distributed to Pool participants) 593,115                
First Cash Distribution October 27, 2008 (22.6235% of claim) (18,449,151)          
Whistlejacket Remaining Principal Balance - Prior to Restructuring 62,143,964           
Residual Whistlejacket Holdings (.28397% of Original Face) (231,510)               

Whistlejacket Balance Converted to Serpentine P-T Notes 61,912,454           
Cash received May 13 applied to Principal Balance of Serpentine P-T Notes (26,540)                 

Serpentine P-T Notes - Principal Balance at May 31, 2009 61,885,914$         

Valuation Computation of Serpentine P-T Notes at May 31. 2009 (Note 1)

Orange County's Share of Restructuring Auction, per Receiver (excluding interest) 39,948,446$         
Add: Estimated Pending Second Distribution (due June 22, 2009 per Receiver) 8,869,000             
Market Valuation of Serpentine Funding Limited P-T Notes 48,817,446$         

Serpentine Funding Limited  P-T Notes - Valuation Price 78.8830%

Note 1 - The Treasurer has derived the market valuation of the Serpentine P-T Notes using 
the County's share of the restructuring auction proceeds and adding the Receiver's pending 
second partial distribution. Although the Treasurer's reserve price was not met, the Receiver 
has provided the amount of auction proceeds the County would have received. The auction 
proceeds represents the valuation of the County's share of securities passed through to 
Serpentine.
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ORANGE COUNTY TREASURER-TAX COLLECTOR

EXECUTIVE SUMMARY 

June 1, 2008 - May 31, 2009

    PERIOD ENDING - MONTH / YEAR 
MARKET 
VALUE

EARNINGS 
FOR MONTH

YIELD FOR 
MONTH

MONTH 
END WAM

Current Month - May 2009
County Pool - Money Market Fund 1,930,854,836$      1,331,283$          0.68% 49                   
Educational Pool - Money Market Fund 1,557,527,352$      969,271$             0.67% 52                   
Extended Fund 2,570,383,695$      5,244,514$          2.12% 423                 
OC Extended Fund B 49,011,934$           -$                         N/A 369                 

April 2009
County Pool - Money Market Fund 2,179,797,628$      1,444,232$          0.74% 51                   
Educational Pool - Money Market Fund 1,787,863,217$      854,923$             0.63% 50                   
Extended Fund 2,667,974,783$      4,796,125$          2.04% 417                 
OC Extended Fund B 52,200,929$           -$                         N/A 61                   

March 2009
County Pool - Money Market Fund 2,029,134,964$      1,400,404$          0.81% 48                   
Educational Pool - Money Market Fund 1,338,411,552$      1,109,701$          0.88% 48                   
Extended Fund 2,645,713,854$      5,538,166$          2.57% 428                 
OC Extended Fund B 52,200,929$           -$                         N/A 91                   

February 2009
County Pool - Money Market Fund 2,169,443,772$      1,630,117$          1.00% 53                   
Educational Pool - Money Market Fund 1,576,700,518$      1,540,126$          1.17% 59                   
Extended Fund 2,350,452,260$      5,828,257$          3.12% 387                 
OC Extended Fund B 52,200,929$           -$                         N/A 122                 

January 2009
County Pool - Money Market Fund 2,014,879,118$      1,827,150$          0.99% 50                   
Educational Pool - Money Market Fund 1,856,648,856$      1,820,578$          1.13% 53                   
Extended Fund 2,533,665,548$      7,079,923$          3.32% 281                 
OC Extended Fund B 52,200,929$           -$                         N/A 150                 

December 2008
County Pool - Money Market Fund 2,308,197,426$      3,627,727$          1.77% 58                   
Educational Pool - Money Market Fund 2,152,827,732$      2,244,826$          1.46% 55                   
Extended Fund 2,503,173,696$      7,054,362$          3.32% 325                 
OC Extended Fund B 52,200,929$           -$                         N/A 25                   

November 2008
County Pool - Money Market Fund 1,923,820,987$      3,212,472$          2.18% 30                   
Educational Pool - Money Market Fund 1,591,357,027$      2,695,568$          2.01% 48                   
Extended Fund 2,337,562,301$      6,880,107$          3.45% 349                 
OC Extended Fund B 53,690,396$           -$                         N/A 56                   

October 2008
County Pool - Money Market Fund 1,693,321,937$      3,606,898$          2.55% 36                   
Educational Pool - Money Market Fund 1,716,217,568$      3,457,222$          2.36% 43                   
Extended Fund 2,491,877,137$      6,881,334$          3.30% 345                 
OC Extended Fund B 53,690,395$           -$                         N/A 86                   

September 2008
County Pool - Money Market Fund 1,633,383,931$      3,733,815$          2.64% 51                   
Educational Pool - Money Market Fund 1,707,114,565$      3,660,952$          2.52% 52                   
Extended Fund 2,333,839,343$      3,483,307$          1.84% 393                 
OC Extended Fund B 69,117,440$           -$                         N/A 117                 

August 2008
County Pool - Money Market Fund 1,735,397,363$      3,733,249$          2.51% 47                   
Educational Pool - Money Market Fund 1,839,799,053$      3,658,783$          2.42% 45                   
Extended Fund 2,182,413,404$      6,883,249$          3.74% 477                 
OC Extended Fund B 69,117,440$           -$                         N/A 147                 

July 2008
County Pool - Money Market Fund 1,787,284,123$      3,899,411$          2.41% 50                   
Educational Pool - Money Market Fund 1,797,691,062$      3,698,983$          2.38% 50                   
Extended Fund 2,104,561,539$      7,010,329$          3.73% 481                 
OC Extended Fund B 69,117,440$           -$                         N/A 178                 

June 2008
County Pool - Money Market Fund 1,922,691,656$      4,090,847$          2.44% 33                   
Educational Pool - Money Market Fund 1,707,534,727$      4,119,816$          2.46% 33                   
Extended Fund 2,194,238,720$      7,014,532$          3.92% 503                 
OC Extended Fund B 69,117,440$           -$                         N/A 209                 

Annual Average Total for Year Annual Average Annual Average

County Pool - Money Market Fund 1,944,017,312$      33,537,605$        1.73% 46                   
Educational Pool - Money Market Fund 1,719,141,102$      29,830,748$        1.67% 49                   
Extended Fund 2,467,476,951$      73,694,204$        3.04% 401                 

June 1, 2008 - May 31, 2009
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