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TO: Supervisor Mark Ridley-Thomas, Chairman
Supervisor Hilda L. Solis
Supervisor Sheila Kuehl
Supervisor Janice Hahn
Supervisor Kathryn Barger

P .
FROM: John Naimo /\ ;

Auditor-Contigller
SUBJECT: REVIEW OF THE COUNTY TREASURER’S STATEMENTS OF NET

POSITION AND AGREED-UPON PROCEDURES FOR THE QUARTER
ENDED SEPTEMBER 30, 2016

Background

California Government Code Section 26920 requires quarterly reviews of each county
treasurer's Statements of Net Assets (i.e., Statements of Net Position) in the county
treasury.

Audit Scope and Objectives

We contracted with an independent Certified Public Accounting firm, Macias Gini &
O’Connell LLP (MGO), to review the County Treasurer and Tax Collector's (TTC)
Statements of Net Position for the quarter ended September 30, 2016. MGO conducted
the review in accordance with the Statements on Standards for Accounting and Review
Services issued by the American Institute of Certified Public Accountants. MGO also
performed several agreed-upon procedures, primarily in the areas of cash and investment
reconciliations.

Review Summary

MGO'’s review report (Attachment 1) indicates that MGO is not aware of any material
modifications that should be made to the Statements of Net Position in order for them to
be in accordance with California Government Code Section 26920.
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MGO’s agreed-upon procedures report (Attachment Il) indicates they performed the
following procedures:

1. Obtained TTC’s bank reconciliations as of September 30, 2016, verified that the
bank accounts were reconciled to TTC’s accounting records, and confirmed TTC'’s
cash held by banks. Tested the mathematical accuracy of the reconciliations and
traced material reconciling items to supporting documents.

2. Obtained TTC'’s reconciliations of investments and other safekept securities as of
September 30, 2016, verified that the investments recorded in TTC’s records were
reconciled to, and confirmed with, TTC’s custodial bank, safekeeping agent, and
other custodians. Tested the mathematical accuracy of the reconciliations and
traced material reconciling items to supporting documents.

3. Obtained TTC’s reconciliations of cash and investments as of July 31, 2016,
August 31, 2016, and September 30, 2016, and verified that cash and investments
were reconciled between TTC'’s records and the Auditor-Controller's records
pursuant to California Government Code Section 26905. Tested the mathematical
accuracy of the reconciliations and traced material reconciling items to supporting
documents.

4. Agreed the amounts reported on the Statements of Net Position at September 30,
2016 to TTC’s records.

MGO'’s agreed-upon procedures report did not identify any exceptions.

If you have any questions please call me, or your staff may contact Robert Smythe at
(213) 253-0100.

JN:AB:PH:RS:YK

Attachments

c: Sachi A. Hamai, Chief Executive Officer
Joseph Kelly, Treasurer and Tax Collector

Public Information Office
Audit Committee



Attachment |
Page 1 of 9

LOS ANGELES COUNTY TREASURER
AND TAX COLLECTOR

Statements of Net Position and Independent
Accountant’s Review Repont

September 30. 2016

Certified
Public
Accountants



Attachment |

Page 2 of 9
LOS ANGELES COUNTY TREASURER AND TAX COLLECTOR
September 30, 2016
Table of Contents
Page(s)
Independent Accountant’s Review Report 1
Statements of Net Positton . 3

Note to the Statements of Net Position 5



Attachment |
Page 3 of 9

Certified
Public
Accountants

Independent Accountant’s Review Report

The Honorable Board ot Supervisors of the
County of Los Angeles. California

We have reviewed the accompanying statements of net position of the Los Angeles County Treasurer and
Tax Collector (Treasury). Cahifornia, as of September 30, 2016, and the related note to the statements of
net position A review includes primarily applying analytical procedures to the Treasury’s financial data
and making inquiries of the Treasury's management A review 1s substantially less in scope than an audut,
the objective of which 15 the expression of an opinion regarding the statements of net position
Accordingly. we do not express such an opinion

Management’s Responsibility for the Financial Statements

Management 1s responsible for the preparation and fair presentation of the statements of net position n
accordance with the California Government Code Section 26920. this includes the design,
implementation. and maintenance of intemal control relevant to the preparation and fair presentation of
the statements of net position that are free from material misstatement whether due to fraud or error

Accountant’s Responsibility

Our responsibility 1s to conduct the review engagement 1n accordance with Statements on Standards for
Accounting and Review Services promulgated by the Accounting and Review Services Committee of the
American Institute of Certified Public Accountants Those standards require us to perform procedures to
obtain himited assurance as a basis for reporting whether we are aware of any matenal modifications that
should be made to the financial statements for them to be 1n accordance with the Califorma Government
Code Section 26920 We believe that the results of our procedures provide a reasonable basis for our
concluston

Accountant’s Conclusion

Based on our review. we are not aware of any matenal modifications that should be made to the
accompanying statements of net position in order for them to be in accordance with the California
Government Code Section 26920

Basis of Accounting

As discussed in Note 1 to the statements of net position, the financial statements are prepared on an
accrual basis of accounting by the [reasury to comply with the financial reporting provisions of the
Cahfornia Government Code Section 26920, and are not intended to be a presentation in conformity with
accounting principles generally accepted n the United States of Amenca
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Restriction on Use

This report 1s intended solely for the mformation and use ot the managements of the County of Los
Angeles and the Board of Supervisors of the Countv of Los Angeles and 1s not intended to be, and should
not be. used by anvone other than these speaitied parties

ka& G {, O Comel @

Los Angeles. Californma
Julv 28,2017
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Assets
Treasurer Cash
Investments (Fair Value)
Interest Receivable

Total Assets

Liabilities
Trades Pavable

Total Liabilities
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LOS ANGELES COUNTY TREASURER AND TAX COLLECTOR
Statements of Net Position
September 30. 2016
Exteraal Specific Other
Imvestment Purpose Specific
Pool Imvestment Investments
288.091.365 $ - .
23.969.059.712 84.931.054 301910
47,539,238 353,332 -
24.304,690.315 85.284.386 301910
74.975.000 - —
74.975.000
24.229.715,.315 S 83 284 386 301,910

Fotal Net Positton Held in Trust

See accompanyving note and mdependent accountant's review report
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LOS ANGELES COUNTY TREASURER AND TAX COLLECTOR
Note to the Statements ot Net Position
September 30, 2016

Note | - Summary of Significant Accounting Policies
The Fiancial Reporting Enuny

The Los Angeles County Treasurer and Tax Collector ( Treasurv) is responsible for billing, tax collection,
banking. mvestment and accountability of public funds The Treasurv mamtams three investment
porttohios, the External Investment Pool portfoho (the Pool), the Specitic Purpose Investment portfolio
(SPI) and Other Specitic Investments portfolio (OSI) with approximately $24 23 billion. $85 28 mulhon
and $301 91 thousand. respectively. n total net posttion as of September 30, 2016 The Pool 1s managed
by the Treasurv on behalt ot the Pool partcipants that include the County of Los Angeles (County) and
other entities that are required by State statutes to participate 1n the Pool. such as. local school districts,
communmity colleges, and the Supenor Courts Voluntary parucipants i the Treasurv consist of the
Samtation Districts, the Metropolitan Transportation Authonty, the South Coast Air Quality Management
Distniet, and certam other munictpal agencies. The deposits held for these entinies are invested in the Pool
and SPI portfolios The assets i OSI are held by the Treasury for a Countv Department pursuant to
Section 1300 76 1. Tule 28. Califorma Code of Regulations (State Code) The State of Califormia allows
the County Board of Supervisors (Board) the abihity to delegate the investment authonty to the Treasury
in accordance with Section 53607 of the Cahifornia Government Code (Government Code) On an annual
basis, the Board delegates the investment authonty to the Treasury The Pool 15 not registered with the
Securities and Exchange Commiassion (SEC) as an investment company

Financial Statement Presentation

The accompanving statements of net position are prepared on an accrual basis of accounung by the
Treasury to comply wath the financial reporting provisions of the Government Code Section 26920, and
are not ntended to be a presentation n conformity: with accounting principles gencerally accepted 1n the
Umited States of Amenca Investment transactions are recorded on the trade date and at tair value in
accordance with Governmental Accounting Standards Board (GASB) Statement No. 31, Acconuntmg and
Financrul Reporting for Certam Investments and for External Investment Pools Deposits and investments
held by the Treasury are exposed o nsks such as credit nisk, concentration of credit nsk, custodial credit
nsk. and interest rate risk. Treasurv management has elected 0 omit nisk disclosures required by GASB
Statement Noo 40, Deposit and Investment Risk Disclosures - an amendment of GASB Statement No. 3
and the tarr value disclosure required by GASB Statement Noo 720 Fair Value Measuremenr and
Applicanon. since such disclosures are not required by the Califormia Govemment Code Section 26920

Cash and Deposits

As of September 30, 2016, the Treasuny mamtuned accounts in six banks  The carming amount ot the
Ireasury's total depostts m financial institutions was $287 77 mulhon plus $0.32 mulhion in cash i the
Treasury's vault

Under Calitornin Government Code Section 33652 each financial institution in Cahitorma s required 1o
pledge a pool of secunties as collateral against all of 1ts public deposits. Government Code Section 33631
and 53632 dehneates the tvpes of eligible secunties and the required collateral percentage ot at least
110%, respectively In addinon. under Government Code Section 33633, the Treasury has diseretion o
wave secunty tor the portion of any deposits as msured pursuant o tederal law  Through contractual
agreement. the Treasury has opted o wanve secunity tor the portions of deposits that are federalls insured

-
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L.OS ANGELES COUNTY TREASURER AND TAX COLLECTOR
Note to the Statements of Net Position (Continued)
September 30, 2016

Note 1 - Summary of Significant Accounting Policies (Continued)

The total balance of deposits m tinancial mstitutions was covered by federal depository nsurance or
collateralized with secuniies monitored by the Local Agency Secunity Program (1LASP) of the Califormia
Department of Business Oversight. LASP confirmed that the pools of collateral related 1o the Countv
Freasury's deposits were mamtaned at requared levels as ot September 30. 2016

Treasury’s Investment Strategy

The Treasurv's investment strategy for the Pool s to ensure the safety of principal, to provide sufficient
cash 10 meet disbursement needs and to achieve a retum. The cash low needs of the Pool participants are
monitored daily to ensure that sutticient hiquidity 15 mamtamned to meet the needs of participants. The
Treasurv's basic investment strategv s to buv and hold. to a designated matuntv. hugh quality fixed
ncome Investments,

The SPI porttolio 1s used to account for the net position of individual ivestment accounts, n aggregate
The related mvestment actvity oceurs separately from the Pool and 15 provided as a service w0 Pool
participants and external investors. The individual investment strategies are based on the requests trom
the participants

The OSI portfolio 1s used to account tor the assets placed with the Treasury pursuant to State Code. The
mvestment acinaty occurs separatelv from the Treasunv's Pool and the related investment strategies are
governed by State Code

The mvestments i the accompanving statements of net position are reported at fair value The table
below summanzes the inyvestments stated at tar value and cost tor the Pool

Counxicnl Paper $ 6130967 932 S 6150971817
Cormporate and Deposit Notes SO093 425 19,985 378
Los Angeks County Secuntwes 00,000, (00 60000000
Negotabke Certificates of Deposit 3428.001.678 3427922735
US Agency Sevunties 12921 141,506 12910761308
US Treasury Secuntwes
7S Tieasury Notes 286.011.046 285827301
LS Treaswry Bills 1.072.841.128 1.072.185.668
T'otal Pool nvestuents S 23968.059.712 $ 231961634204

14



Attachment |
Page 9 of 9

LOS ANGELES COUNTY TREASURER AND TAX COLLECTOR

Note to the Statements of Net Position (Contimued)

September 30, 2016

Note 1 = Summary of Significant Accounting Policies (Continued)

The tables below summanze the investments stated at tair value and cost for the SPI and OS] portfolio

SEl
Local Agency Investimeut Fund
Los Angebes County Securstees
US Agency Securngwes

Total SPI1 Invesinents
051
US Treasury Bills

Total OSI lInvestieuts

Ealr Val C
$ L2.51.717 42,498,711

4475000 4475000

37,044,337 3827428
$ 84.931.044 85.247.965

Fair Val C

$ 301910 301.762
$ 301.910 301.762
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Certified
Public
Accountants

Independent Accountant’s Report
on Applying Agreed-Upon Procedures

The Honorable Board of Supervisors of the
County of Los Angeles, California

We have pertormed the procedures enumerated below, which were agreed to by the Los Angeles County
Auditor-Controller (Auditor-Controller) and the Los Angeles County Treasurer and Tax Collector
(Treasury), solely to assist vou with the requirements ot Califorma Government Code Section 26920 for
review of the statements of net position of the Treasury as of September 30, 2016 (Siatements) The
Treasury’s management 1s responsible for the Statements The sufficiency of these procedures 1s solely
the responsibility of those parties specified in the report Consequently, we make no representation
regarding the sufficiency of the procedures described below either for the purpose for which this report
has been requested or for any other purpose

The procedures and our findings are as follows:

I Obtained Treasury's bank reconciliations at September 30, 2016, verified that the bank accounts
were reconciled to the Treasury's accounting records, and confirmed Treasury's cash held by banks
Tested the mathematical accuracy of the reconciliations and traced reconciling items of $500.000
and greater to supporung documents, including bank statements subsequent to September 30,
2016

Results  No exceptions were noted as a result of our procedures

2

Obtained Treasury’s reconciliations of investments and other sate kept secunities at September 30,
2016. venfied that the investments recorded in Treasury’s records were reconciled to. and
confirmed with. Treasurv’s custodial bank. satekeeping agent, and other custodians at September
30, 2016 Tested the mathematical accuracy of the reconciliations and traced reconcihing items of
$500.000 and greater to supporting documents

Results  No exceptions were noted as a result of our procedures. Supporting documentation was
defined as follows:

° For the External Investment Pool and Other Specific Investment portfohos. we
reconciled Treasurv's records to Treasury’s custodial bank statements as of September
30, 2016

° For the Specific Purpose Investment portfolio, we reconciled the Treasury's records to

the Treasury's custodial bank as of September 30, 2016, for the investments safe kept
by the custodial bank [nvestments that are not safe kept by the custodial bank were
traced and agreed to supporting documents including L AIF statements as of September
30, 2016, LAC-CAL Bond Anticipation Notes Board Resolution and Rancho Palos
Verdes Redevelopment Agency Project Area No | Tax Allocation Bond issuance
document of 1997

WWW. Mgocpa.com
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3 Obtained Treasury's reconcthiations of cash and investments at Julv 31, 2016. August 31, 2016,
and September 30, 2016, and ventfied that cash and mvestments were reconciled between
Ireasurv’s records and the Auditor-Controller's records pursuant to Government Code Section
26905 Tested the mathematical accuracy of the reconcihiations and traced reconciling ttems of
$300.000 or greater to supporting documents. including deposit permits and journal vouchers
generated trom the County's general ledger svstem. concentraton banks dmly actuvity reports,
bank statement detals. and danly cash reports generated by the Cashier s Office

Results:  No exceptions were noted as a result of our procedures

4 Agreed amounts reported on the Statements of Net Posiion at September 30, 2016, 1o the records
of the Treasury.

Results:  No exceptions were noted as a result of our procedures

This agreed-upon procedures engagement was conducted in accordance with attestation standards
established by the Amencan Institute of Certitied Public Accountants. We were not engaged to. and did
not, conduct an exammation or review. the objective of which would be the expression of an opmnion or
conclusion. respectivelv, on the statements of net positon Accordingly, we do not express such an
opmion or conclusion Had we performed additonal procedures. other matters might have come 1o our
attention that would have been reported to vou

This report 15 mtended solely for the miormanon and use of the managements of the County of Los
Angeles and the Board of Supervisors of the County of Los Angeles and 1s not intended to be. and should
not be. used by anvone other than those specified parties

Meciss Gii ¢ OComell (5P

Los Angeles, Califormia
July 28, 2017
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