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INDEPENDENT ACCOUNTANT’S REPORT 

Members of the Board of Supervisors 
County of Nevada 
Nevada City, California 

We have examined the County of Nevada's compliance with the Treasury Oversight Committee 
provisions contained in Sections 27131-27137 of the California Government Code and the County 
Investment Policy for the year ended June 30, 2014. The County Treasury's management is responsible 
for the compliance with those requirements. Our responsibility is to express an opinion on the County's 
compliance based on our examination. We did not audit, verify or confirm the existence of the 
investments as this was not within the scope of this engagement and is normally included as part of the 
County's annual financial audit. Rather, the sole purpose of this audit was to determine compliance with 
the requirements specified in the Government Code Sections and the County Investment Policy. 

Our examination was conducted in accordance with attestation standards established by the American 
Institute of Certified Public Accountants and accordingly, included examining, on a test basis, evidence 
about Treasury management's compliance and performing such other procedures as we considered 
necessary in the circumstances. We believe that our examination provides a reasonable basis for our 
opinion. Our examination does not provide a legal determination on compliance with specified 
requirements. 

In our opinion, the County of Nevada is in compliance, in all material respects, with the articles of Section 
27131-27137 of the Government Code and the County Investment Policy for the year ended 
June 30, 2014. We have included on the following pages our discussion and observations regarding the 
oversight compliance based on our examination. 

 
Roseville, California 
January 5, 2015

925 Highland Pointe Drive, Suite 450, Roseville, CA 95678-5418 

tel: 916.784.7800    fax: 916.784.7850    www.gallina.com  
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Board of Supervisors 

 
Nate Beason ............................................................................................... District 1 – Board of Supervisors 
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1. Background and General 

In 1995, the California legislature passed provisions requiring each county and city to establish an 
oversight Committee of from 3 to 11 members representing various organizations (The pool or 
organizations was also specified in the legislation). The purpose of this Committee was to oversee the 
policies that guide the investment of public funds. The Committee was not to impinge on the day to day 
operations of the County Treasurer, but rather to review and monitor the Treasurer’s investment policy 
and reporting. 

Certain statutory changes were enacted by the California legislature effective January 1, 2005. 
Government Code Section 27131 now makes the Treasury Oversight Committee optional, although the 
legislature encourages the continuation of the Oversight Committee. 

2. Committee Formation and Operation 

In December 1996 the Committee was established and continued in operation until January 8, 2008. The 
California Legislature enacted certain legislation which made the Treasury Oversight Committee optional 
and the County elected to discontinue operation of the Committee. Therefore, compliance with 
Government Code Sections 27131, 27132 and 27137 which apply to formation, organization and 
operation of the Oversight Committee, was not applicable. 

3. Compliance with Government Code 27133 

Government Code Section (GC) 27133 requires the County Treasurer to annually prepare an investment 
policy statement. The policy for this examination was effective for the fiscal year ended June 30, 2014 
and was approved by the Board of Supervisors at their June 25, 2013 meeting. 

We examined the requirements specified in Government Code 27133, items a-h, which describe the 
required contents of the investment policy. We noted the following: 

  Requirement   Compliant   

a. A list of securities or other instruments in which the county treasury may 
invest, according to law, including the maximum allowable percentage by 
type of security. Yes 

b. The maximum term of any security purchased by the county treasury. Yes 

c. The criteria for selecting security brokers and dealers from, to, or through 
whom the county treasury may purchase or sell securities or other 
instruments.  The criteria shall prohibit the selection of any broker, 
brokerage, dealer, or securities firm that has, within any consecutive 
48-month period following January 1, 1996, made a political contribution in 
an amount exceeding the limitations contained in Rule G-37 of the Municipal 
Securities Rulemaking Board, to the local treasurer, any member of the 
governing board of the local agency, or any candidate for those offices. Yes 

d. Limits on the receipt of honoraria, gifts, and gratuities from advisors, 
brokers, dealers, bankers, or other persons with whom the county treasury 
conducts business by any member of the county treasury oversight 
committee.  These limits may be in addition to the limits set by a committee 
member’s own agency, by state law, or by the Fair Political Practices 
Commission. Yes 
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3. Compliance with Government Code 27133 (continued) 

  Requirement   Compliant   

e. A requirement  that the county treasurer provide the county treasury 
oversight committee with an investment report as required by the board of 
supervisors. Not Applicable 

f. The manner of calculating and apportioning the costs, authorized by 
Section 27013, of investing, depositing, banking, auditing, reporting, or 
otherwise handling or managing funds. Yes 

g. The terms and conditions under which local agencies and other entities that 
are not required to deposit their funds in the county treasury may deposit 
funds for investment purposes. Yes 

h. Criteria for considering requests to withdraw funds from the county treasury, 
pursuant to Section 27136.  The criteria shall include an assessment of the 
effect of a proposed withdrawal on the stability and predictability of the 
investments in the county treasury. Yes 

4. Compliance with Government Code 27134 

We examined the requirements specified in Government Code 27134. We noted the following: 

 Requirement   Compliant   

The County treasury oversight committee shall cause an annual audit to be 
conducted to determine the county treasury’s compliance with this article. The 
audit may include issues relating to the structure of the investment portfolio and 
risk. Yes 

5. Compliance with Government Code 27135 

We examined the requirements specified in Government Code 27135. We noted the following: 

 Requirement   Compliant   

The costs of complying with this article shall be county charges and may be 
included with those charges enumerated under Section 27013. Yes 

6. Compliance with Government Code 27136 

We examined the requirements specified in Government Code 27136. We noted the following: 

 Requirement   Compliant   

a. Notwithstanding any other provision of law, any local agency, public agency, 
public entity, or public official that has funds on deposit in the county 
treasury pool and that seeks to withdraw funds for the purpose of investing 
or depositing those funds outside the county treasury pool, shall first submit 
the request for withdrawal to the county treasurer before withdrawing funds 
from the county treasury pool. Yes 
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6. Compliance with Government Code 27136 (continued) 

 Requirement   Compliant   

b. The county treasurer shall evaluate each proposed withdrawal for its 
consistency with the criteria adopted pursuant to subdivision (h) of Section 
27133.  Prior to approving a withdrawal, the county treasurer shall find that 
the proposed withdrawal will not adversely affect the interests of the other 
depositors in the county treasury pool. Yes 

7. Compliance with County Investment Policy 

The County’s investment policy requires that all investment activities shall be operated in conformance 
with federal, state and other legal requirements, including but not limited to California Government Code 
Section 53600, et seq., and Section 27000, et seq. 

We examined the County’s compliance with the County investment policy as follows: 

Reporting – We examined the Treasurer’s Quarterly reports which were submitted to the Board of 
Supervisors to verify that they contained the information specified in the County investment policy. 
Quarterly reports appeared to be complete with all the required information. 

Safekeeping – We examined the Safekeeping arrangements of the Treasurer and verified compliance 
with information specified in the County investment policy. Safekeeping arrangements appear to be in 
compliance with the County investment policy. 

Investments – We examined the investments to verify that the maximum percentages by category of 
investment did not materially exceed the allowable percentages specified in the County investment policy. 
We also examined the investments to verify that maximums for single issuers and maximum term limits 
were not exceeded at year end. Investments appear to be in compliance with the County investment 
policy. 

As of June 30, 2014, the County had the following investments, all of which had a maturity of 5 
years or less: 

Weighted

Average

Interest Book Fair Maturity

Investment Type Rates 0-1 Year 1-5 Years Value Value (Years)

Pooled Investments

Government Agencies .34 - 2.250% -$                  48,106,926$ 48,106,926$    48,120,620$    3.09

Medium Term Notes .850 - 4.850% 2,032,312     35,617,928   37,650,240      37,675,727      2.65

Municipal Bonds 1.050 - 5.728% 286,438        7,322,639     7,609,077        7,553,799        3.05

Negotiable CD's .350 - 2.000% 3,470,000     5,858,453     9,328,453        9,349,712        1.86

CAMP n/a 11,011          -                    11,011             11,011             

LAIF Variable 29,981,723   -                    29,981,723      29,981,723      

Total Pool Investments 35,781,484   96,905,946   132,687,430    132,692,592    2.16

Investments Held by Fiscal Agents

IXIS 5.91% 861,000        -                    861,000           861,000           

Money Market -                   11,245          -                    11,245             11,245             

Total Investments Held by Fiscal Agents 872,245        -                    872,245           872,245           

Total Investments 36,653,729$ 96,905,946$ 133,559,675$  133,564,837$  

Maturities
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7. Compliance with County Investment Policy (continued) 

Presented below is the minimum rating required by (where applicable) the California Government Code or 
the County’s investment policy, and the actual rating as of year end for each investment type. 

Minimum

Legal Standard & Poor's Moody's % of

Investment Type Rating Rating Rating Portfolio

Federal Farm Credit Bank N/A AA+ Aaa 5.26%

Federal Home Loan Bank N/A A1+ Aaa 1.51%

Federal Home Loan Bank N/A AA+ Aaa 1.49%

Federal Home Loan Mortgage N/A A1+ Aaa 3.72%

Federal Home Loan Mortgage N/A AA+ Aaa 7.53%

Federal National Mortgage Association N/A A1+ Aaa 4.55%

Federal National Mortgage Association N/A AA Aaa 1.49%

Federal National Mortgage Association N/A A+ Aaa 10.48%

Medium Term Notes A AAA- Aaa 3.78%

Medium Term Notes A A+ A1 2.29%

Medium Term Notes A A+ A2 5.35%

Medium Term Notes A A A2 2.31%

Medium Term Notes A A- A3 1.52%

Medium Term Notes A AA+ Aa1 1.48%

Medium Term Notes A AA+ Aa3 1.50%

Medium Term Notes A AA+ A1 1.51%

Medium Term Notes A AA- Aa3 4.64%

Medium Term Notes A AA- A1 0.75%

Medium Term Notes A AA Aa 1.54%

Medium Term Notes A AA Aa2 1.51%

Municipal Bonds N/A AA+ Aaa 1.90%

Municipal Bonds N/A AA+ N/A 1.25%

Municipal Bonds N/A AA- N/A 0.41%

Municipal Bonds N/A AA- Aa3 0.75%

Municipal Bonds N/A A- A1 1.34%

Negotiable CDs N/A N/A N/A 7.00%

CAMP N/A Unrated Unrated 0.01%

LAIF N/A Unrated Unrated 22.45%

IXIS N/A Unrated Unrated 0.64%

Total 100.00%

 

 



COUNTY OF NEVADA 
Treasury Oversight Compliance Audit 

For the Year Ended June 30, 2014 
 
 

9 

Amo 

$ 

7. Compliance with County Investment Policy (continued) 

Investments in any one issuer (other than U.S. Treasury Securities, mutual funds, and external 
investment pools) at June 30, 2014, that represent 5 percent or more of total County investments are as 
follows: 

Amount Percentage of

Investment Type Invested Investments

Federal Farm Credit Bank 7,026,960$    5.296%

Federal Home Loan Mortgage 15,037,670    11.333%

Federal National Mortgage Association 22,058,390    16.624%

 

Interest Apportionment and Administrative Fee - We examined the interest apportionment to verify 
compliance with the County investment policy which states that all direct and indirect investment costs 
incurred by the Treasurer will be apportioned equally on the average daily balance method quarterly to all 
participants with funds in the Investment Pool. Interest earnings shall be apportioned on the same basis 
and also distributed quarterly. Interest apportionments appear to be in compliance with the County 
investment policy. 

The following is a summary of the interest apportioned for the year ended June 30, 2014: 

2012/2013

Interest Treasurer Auditor Interest Interest

Apportioned Admin Fee Fees Earnings Earnings

September 30 173,536$    56,710$    11,310$    241,556$     331,374$     

December 31 200,224      53,360      10,764      264,348       273,487       

March 31 210,381      47,766      11,261      269,408       258,983       

June 30 221,948      50,878      11,685      284,511       335,323       

Total 806,089$    208,714$  45,020$    1,059,823$  1,199,167$  

2013/2014

 


