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Fitch Affirms San Luis Obispo County Treasury Investment Pool at 'AAA/V1'   Ratings 

  Endorsement Policy  
14 Mar 2012 10:07 AM (EDT) 

Fitch Ratings-New York-14 March 2012: Fitch Ratings affirms the 'AAA/V1' fund credit and volatility rating assigned to the 
San Luis Obispo County Treasury Investment Pool, a local government investment pool managed by the San Luis Obispo 
County Treasurer-Tax Collector on behalf of the county, local school districts and other special districts. As of Jan. 31, 
2012, the pool had approximately $569 million in assets under management. 

KEY RATING DRIVERS 
The rating affirmation follows Fitch's annual review of the pool. The affirmation of the pool's 'AAA' credit rating reflects the 
pool's lowest vulnerability to losses as a result of defaults in its portfolio and is based on the actual and prospective 
average credit quality of the pool's investments.  

The main drivers for the credit rating affirmation are: 
--The pool's overall credit quality and diversification;  
--Sufficient portfolio liquidity relative to shareholder composition; 
--Investment capabilities of San Luis Obispo County Treasurer-Tax Collector, as pool's manager.  

The affirmation of the fund volatility rating is based on the stability of the market risk profile, as reflected by duration. 
The 'V1' fund volatility rating reflects the pool's low market risk and capacity to return stable principal value to meet 
anticipated cash flow requirements, even in adverse interest rate environments.  

INVESTMENT OBJECTIVES 
San Luis Obispo County Treasury Investment Pool's primary investment objectives are the safety and preservation of 
capital and liquidity sufficient to meet scheduled cash flow needs. The pool's yield is subject to safety, liquidity, and 
competitive pricing requirements.  

CREDIT QUALITY AND DIVERSIFICATION 
Per its statement of investment policy, the pool must be invested in securities rated at least 'A-/F1' by Fitch or equivalent. 
Historically, the pool has been focused on investments in the U.S. government agency securities.  
Other permitted investments include commercial paper, bankers' acceptances, repurchase agreements, collateralized 
bank deposits and the Local Agency Investment Fund (LAIF). LAIF is a local government investment pool managed by 
California's Pooled Money Investment Board, which is headed by the State Treasurer and includes the state's controller 
and director of finance. In addition, the San Luis Obispo County's pool may invest in the county's Teeter Plan note 
program, which allows pool participants the county to receive advanced funding against delinquent property tax receipts.  

As of Jan. 31, 2012, the portfolio was comprised of 38.2% bank deposits collateralized by U.S. treasury and government 
agency securities, 28.9% U.S. Treasury securities, 8.9% Cdars notes, 6.8% U.S. government agency securities, 8.8% 
LAIF, 5.2% Federally Insured Cash Account (FICA), 2.8% commercial paper, and 0.4% Teeter Plan notes. The weighted 
average credit quality of the fund, as measured by Fitch's weighted average rating factor (WARF), was 0.076, which is in 
line with Fitch's 'AAA' fund credit rating criteria guidelines.  

ASSET MATURITY AND POOL LIQUIDITY 
The pool maintains an average maturity of less than one year and offers participants daily liquidity. The portfolio is 
permitted by its investment policy to invest in securities maturing up to five years from the date of trade settlement, unless 
matched to a specific cash flow requirement. However, San Luis Obispo County Board of Supervisors has the authority to 
allow investments with maturity over five years on an exception basis.  

To manage daily cash needs, the pool has immediate access to its investments in LAIF. In addition, the pool's significant 
position in U.S. government agency securities is expected to demonstrate secondary market liquidity even during periods 
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of market stress. As of Jan. 31, 2012, approximately 55.1% of the portfolio's assets had a maturity of 30 days or less.  

As of Jan. 31, 2012, the pool's weighted average maturity to reset date (WAMr) and weighted average final maturity 
(WAMf) were both 0.39. WAMf reflects the asset number of days to the final maturity of all portfolio assets and measures 
potential exposure to changes in credit spread. The pool does not hold any floating rate securities thus making both 
metrics, WAMr and WAMf, equal.  

Given the short-dated nature of the portfolio, along with the high allocation to government and agency securities (which 
receive a 0.10 spread factor under Fitch's analytical framework for determining fund volatility ratings), the market risk of the 
portfolio is viewed as consistent with a 'V1' fund volatility rating.  

CASHFLOW MANAGEMENT 
The maturity profile of the pool is managed to meet anticipated cash flow needs of the pool's participants. Investments are 
generally matched to scheduled cash outflows, using historical cash flow assumptions. The portfolio has historically 
benefited from highly predictable cash outflow needs and, at present, is comprised of sales and property tax revenues and 
bond issuance proceeds. Pool participants include the county, school districts, and other special districts. The portfolio's 
anticipated redemptions include payroll and benefit payments, accounts payable, debt services and other planned 
expenditures of the county.  

POOL GOVERNANCE 
The San Luis Obispo County Auditor-Controller performs a quarterly cash audit of the County Treasury to confirm 
compliance with federal, state and local laws. The California Legislature further declares that the creation of county 
treasury oversight committees promotes the public interest by involving depositors in the management of their funds. The 
committee reviews the investment policy and any changes to it, monitors the portfolio and compliance with the investment 
policy, and provides an annual compliance audit by an external auditor. The pool's current investment policy is posted on 
the county treasurer office's web site. The San Luis Obispo County Treasurer-Tax Collector's Office provides Fitch with 
monthly surveillance information, including details of the portfolios' holdings, such as credit quality, market value and 
duration of the individual securities.  

RATING SENSITIVITY AND SURVEILLANCE 
The assigned fund credit rating and fund volatility rating may be sensitive to material changes in the credit quality or 
market risk profiles of the pool. A material adverse deviation from Fitch guidelines for any key rating driver could cause the 
ratings to be changed by Fitch.  

For example, a material decrease in portfolio credit quality could result in the fund credit rating being lowered, while a 
material increase in portfolio duration could result in fund volatility rating being lowered. Due to the significant investments 
in U.S. Treasury and agency securities, the pool's ratings are sensitive to the credit quality of the U.S. government.  

For additional information about Fitch bond fund rating guidelines, please review the criteria referenced below, which can 
be found on Fitch's web site.  
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Primary Analyst 
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Associate Director 
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Media Relations: Brian Bertsch, New York, Tel: +1 212-908-0549, Email: brian.bertsch@fitchratings.com.  

Additional information is available at 'www.fitchratings.com'. The ratings above were solicited by, or on behalf of, the 
issuer, and therefore, Fitch has been compensated for the provision of the ratings.  

--'Global Bond Fund Rating Criteria', dated Aug. 16, 2011; 
--'Local Gov't Pools' Ratings Weather Volatile Environment', dated Aug. 23, 2011; 
--'Local Gov't Investment Pool Ratings Not Affected by U.S. Negative Outlook', dated Dec. 13, 2011. 
 
Applicable Criteria and Related Research:  
Global Bond Fund Rating Criteria 
 
ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ 
THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK: 
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND THE 
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE 
'WWW.FITCHRATINGS.COM'. PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM 
THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE 
FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM 
THE 'CODE OF CONDUCT' SECTION OF THIS SITE.  

Copyright © 2012 by Fitch, Inc., Fitch Ratings Ltd. and its subsidiaries. 
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