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SUBJECT: AUDIT OF THE LOS ANGELES COUNTY TREASURY FOR THE YEAR 
ENDED JUNE 30, 2021 

Background 

California Government Code Section 26920 requires annual audits of the assets in the 
County Treasury with an opinion on whether the Treasurer's Statement of Assets (i.e., 
Statement of Net Position) is presented fairly and in accordance with generally accepted 
accounting principles. 

Audit Scope and Objectives 

We contracted with an independent Certified Public Accounting firm, Macias Gini 
& O'Connell LLP (MGO), to audit the financial statements of the Los Angeles County 
Treasury for the year ended June 30, 2021. MGO conducted the audit under the 
Auditor-Controller's Master Agreement. 

Review Summary 

MGO issued an unqualified opinion on the Treasurer's financial statements indicating the 
statements present fairly, in all material respects, the financial position of the Treasury 
and the changes in its financial position in accordance with accounting principles 
generally accepted in the United States of America (Attachment). 

Help Conserve Paper - Print Double-Sided 
"To Enrich Lives Through Effective and Caring Service" 



Board of Supervisors 
December 23, 2021 
Page 2 

As part of the audit, MGO reviewed the Treasurer's internal control over financial reporting 
and did not identify any deficiencies that they consider to be material weaknesses. MGO 
tested the Treasurer's compliance with legal provisions, regulations, and contracts. MGO 
noted no instances of noncompliance or other matters that are required to be reported 
under Government Auditing Standards. 

The 2019 Novel Coronavirus (COVID-19) Impact Note in MGO's audit report indicates 
that despite the adverse impact of COVID-19 and its effect on the workforce, economies, 
and financial markets globally, the Treasurer has been diligently working to maintain 
normal operations remotely and there has been no significant disruption to the Treasurer's 
operations. The report further indicates that there has not been any significant decline in 
the investment portfolios' valuation and the Treasury continues to maintain sufficient cash 
flow to meet its disbursement requirements for the next six months as of the audit report's 
issuance date. 

If you have any questions please call me, or your staff may contact Mike Pirolo at 
mpirolo@auditor.lacounty.gov. 

AB:OV:MP:YK 

c: Fesia A. Davenport, Chief Executive Officer 
Celia Zavala, Executive Officer, Board of Supervisors 
Keith Knox, Treasurer and Tax Collector 
Audit Committee 
Countywide Communications 
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LOS ANGELES COUNTY TREASURER AND TAX COLLECTOR 
Management's Discussion and Analysis (Continued) 

For the Year Ended June 30, 2021 
(Unaudited) 

Net Position 

A comparative condensed summary of the net position for the Pool, SPI, and Other Specific Investments is 
presented below: 

Assets 
Treasurer Cash 
Investments at Fair Value 
Inte1·est Rec.eivable 

Total Assets 

Liabilities 
Trades P ayable 

Total Liabilities 

Net Posit.ion 

Assets 
Investments at Fair Value 
Interest Receivable 

Total Assets 

Net Position 

Assets 
Investments at Fair Value 

Total Assets 

Net Position 

Condensed Statement of Net Position 
Extel'Dal Investment Pool 

(In Thousands) 

2021 2020 

$ 114,991 $ 603 ,948 
39.423. 114 33,404.850 

36,659 42,698 
39.574,764 34,051,496 

$ 39,574,764 $ 34.051.496 

Condem,ed Statement of Net Position 
Specific Purpose Investments 

(In Thousands) 

2021 2020 

$ 117,832 $ 94,642 
490 385 

11 8,322 95.027 

$ 11 8,322 $ 95,027 

Condensed Statement ofNet Position 
Othe1· Specific Investments 

(In Thousands) 

2021 2019 

$ 302 $ 302 
302 302 

$ 302 $ 302 

5 

lnc1·ease/(Dec1·ease) 
Amount Pe1·centa i:;e 

$ (488,957) -80.96% 
6,0 18.264 18.02% 

(6,039) -14 .14% 
5,523 ,268 16.22% 

0.00% 
0.00% 

$ 5.523 ,268 16.22% 

Inc1•ease/(Dec1·ease) 
Amount Pe1·centa i:;e 

$ 23,190 24.50% 
105 27.27% 

23,295 24. 51 % 

$ 23.295 24. 51 % 

lnc1·ease/(Dec1·ease) 
Amount Pe1·centa i:;e 

$ 0.00% 
0.00% 

$ 0.00% 
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LOS ANGELES COUNTY TREASURER AND TAX COLLECTOR 
Notes to the Financial Statements (Continued) 

For the Year Ended June 30, 2021 

NOTE 3 - INVESTMENTS (Continued) 

The table below identifies the investment types that are authorized by the County, along with the related 
concentration of credit limits: 

l\faxiwum Percentage l\hxiwum Investment Minimum 

Maximum Maturity of Portfolio In One Issuer Rating 

Authorized Investment Type Gov. Code Pool Policy Gov. Code Pool Policy Gov. Code Pool Policy Go'f. Code Pool Policy 

U. S. Treasmy Notes, Bills and Bonds 5 years None(!) None None None None None None 

U.S. Agency Securities 5 years None(!) None None None None None None 

Local Agency Obligations 5 years 5 years (2) None 10%* None None None None (2) 

Asset-Backed Securities 5 years 5 years 20% 20% }\Tone S750 million• AA AA(3)* 

Bankers' Acceptances 180 days 180 days 40% 40% 30% $750 million• None A-1/P-l/Fl* 

N egotiable Certificates of Deposit (4) 5 years 3 years* 30% 30% None $750 million• None A-l/P-1/Fl* 

Commercial Paper 270 days 270 days 40% 40% 10% Sl.5 billion• A-1 A-I IP-1/Fl 

Corporate and Depository Medium-Term Notes (5) 5 years 3 years• 30% 30% None $750 million• A A-1/P-1/Fl • 

LAIF NIA NIA None $75 million (6) None None None None 

Shares of Beneficial Interest NIA NIA 20% 15%* 10% 10% AAA AAA 

Repurchase Agreements I year 30 days• None SI billion• None $500 million• None None 

Reverse Repurchase Agreements 92 days 92 days 20% $500 million• None $250 million• None None 

Forwards, Fntures, and Options NIA 90 days• None SI00 million• None $50 million• None A* 

Interest Rate Swaps NIA None None None None None A A 

Securities Lending Agreements 92 days 92 days 20% 20%(7) None None None None 

Supranationals 5 years 5 years 30% 30% None None AA AA 

*Represents restriction in which the Pool Policy is more restrictive than the California Government Code. 

(1) Pursuant to California Government Code 53601, the Board granted authority to make investments 
in U.S. Treasury Notes, Bills and Bonds, and U.S. Agency Securities that have maturities beyond 
5 years. 

(2) Any obligation issued or caused to be issued on behalf of other County affiliates must have a 
minimum rating of "A3" (Moody's) or "A-" (S&P or Fitch) and the maximum maturity is limited 
to thirty years. Any short- or medium-term obligation issued by the State of California or a 
California local agency must have a minimum rating of "MIG-1" or "A2" (Moody's) or "SP-1" or 
"A" (S&P) and the maximum maturity is limited to 5 years. 

(3) All Asset-Backed securities must be rated at least "AA." Pool Policy also requires that Asset
Backed securities issuers' debts be rated "A" or its equivalent or better. 

( 4) Euro Certificate of Deposits are further restricted to a maximum maturity of one year and a 
maximum percentage of portfolio of 10%. 

(5) Floating Rate Notes are further restricted to a maximum maturity of five years, maximum of 10% 
of the portfolio, and maximum investment in one issuer of $750 million. The maximum maturity 
may be seven years, provided that the Board's authorization to exceed maturities in excess of five 
years is in effect, of which $100 million par value may be greater than five years to maturity. 

( 6) The maximum percentage of the portfolio is based on the investment limit established by LAIF for 
each account, not by Pool Policy. 

(7) The maximum par value is limited to a combined total of reverse repurchase agreements and 
securities lending agreements of 20% of the base value of the portfolio. 
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LOS ANGELES COUNTY TREASURER AND TAX COLLECTOR 
Notes to the Financial Statements (Continued) 

For the Year Ended June 30, 2021 

NOTE 3 - INVESTMENTS (Continued) 

Credit Risk and Concentration of Credit Risk 

Credit risk is the risk that an issuer, or other counterparty to an investment, will not fulfill its obligations. 
Concentration of credit risk is the risk of loss attributed to the magnitude of an investment in a single issuer. 
The County mitigates these risks by holding a diversified portfolio of high quality investments. 

The Investment Policy establishes acceptable credit ratings for investments from any two of three 
Nationally Recognized Statistical Rating Organizations (NRSRO). For an issuer of short-term debt, the 
rating must be no less than A-1 (S&P), P-1 (Moody's), and Fl (Fitch) while an issuer of long-term debt 
shall be rated no less than an "A." All investments purchased during the year ended June 30, 2021, met the 
credit rating criteria in the Investment Policy, at the issuer level. However, while the NRSROs did rate the 
issuer of the investments purchased, the NRSROs did not, in all instances, rate the investment itself ( e.g., 
commercial paper, corporate and deposit notes, negotiable certificates of deposit, and U.S. Treasury bills, 
bonds, and notes). Accordingly, for purposes of reporting the credit quality distribution of investments in 
the table shown on page 22, some investments are reported as not rated. 

The Investment Policy also permits investments in LAIF, pursuant to California Government Code Section 
16429.1. At June 30, 2021, a portion of the SPI was invested in LAIF, which is unrated as to credit quality. 

The Pool and SPI had the following investments in a single issuer that represent 5 percent or more of the 
total investments at June 30, 2021 (in thousands): 

Issuer P ool SPI 

Fair Value % of P ortfolio Fair Value % of Portfolio 

!Federal Home Loan Mortgage Corporation $ 3,698,729 9.38% $ 8,708 7.39% 

!Federal Farm Credit Bank 5,322,832 13.50% $ 4U22 34.90% 

!Federal Home Loan Bank 6,637,302 16.84% $ 24,203 20.54% 

United States Treasury 9,148,593 23.21% 
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