
           

 
AGENDA

County Investment Advisory Committee
October 28, 2011– 9:00 a.m.

Executive Administration Conference Room - Second Floor
M.C. Blanchard Judicial Building

 
           

1. Call to Order.
 

2. Roll Call: M. Blaise Adams, Chairman (8/22/2011-8/21/2013)
               Robert Beargie, Vice Chairman (8/20/2006-8/21/2012)
               Bob Alft (11/13/2009-11/12/2012)
               Honorable Ernie Lee Magaha, or designee
               Amy Lovoy, designee for the County Administrator

 

3. Invocation - Honorable Ernie Lee Magaha, or designee.
 

4. Legal Advertisement - Was the Meeting properly advertised?
 

5. Approval of Minutes.
 

Recommendation:   That the County Investment Advisory Committee (CIAC) approve the
Minutes of the Quarterly Meeting of the CIAC held July 29, 2011, as prepared  by Doris
Harris, Clerk to the Board's Office.

 

6. Review of Investment Reports for July, August, and September 2011.
 

7. 2012 Meeting Schedule.
 

Recommendation:   That the County Investment Advisory Committee schedule the
following 2012 Meetings:

Quarterly Meeting – January 20, 2012
Quarterly Meeting – April 27, 2012
Quarterly Meeting – July 27, 2012
Quarterly Meeting – October 26, 2012

 

8. Election of Chairman and Vice Chairman.
 

Recommendation:   That the County Investment Advisory Committee elect a Chairman
and Vice Chairman for 2012.

 

9. Adjournment.
 



   

AI-1184     Item #:   5.             
County Investment Advisory Committee
Meeting
Date: 10/28/2011  

Issue: Approval of Minutes.
From: Doris Harris

Recommendation:

Recommendation:  That the County Investment Advisory Committee (CIAC) approve the
Minutes of the Quarterly Meeting of the CIAC held July 29, 2011, as prepared  by Doris Harris,
Clerk to the Board's Office.

Attachments
7-29-2011 Minutes

Form Review
Form Started By: Doris Harris Started On: 07/26/2011 01:03 PM

Final Approval Date: 07/26/2011 
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MINUTES OF THE QUARTERLY MEETING OF THE 
COUNTY INVESTMENT ADVISORY COMMITTEE 

HELD JULY 29, 2011 
M. C. BLANCHARD JUDICIAL BUILDING 

EXECUTIVE ADMINISTRATION CONFERENCE ROOM, SECOND FLOOR 
190 GOVERNMENTAL CENTER, PENSACOLA, FLORIDA 

(9:05 a.m. – 10:32 a.m.) 
 
 

Present: Bob Alft, Acting Chairman, Clerk of the Circuit Court and Comptroller's Appointee 
   Robert A. Beargie, Vice Chairman, Board of County Commissioners' Appointee 
    (Arrived at 9:20 a.m.) 
   Patricia L. Sheldon, Clerk & Comptroller's Designee 
   Amy Lovoy, County Administrator’s Designee 
 
Others 
Present: Cheryl Maher, Accounting Supervisor, Clerk and Comptroller's Office 
   Doris Harris, Clerk to the Board's Office 
 
 Absent: M. Blaise Adams, Chairman, Board of County Commissioners' Appointee 
   Gene M. Valentino, BCC Oversight Representative 
 
 
AGENDA NUMBER 
 
1-2. Call to Order/Roll Call 
 
  Mr. Alft called the County Investment Advisory Committee (CIAC) Quarterly Meeting to 

order at 9:05 a.m., with a quorum present. 
 
 3. Invocation 
 
  Mrs. Harris delivered the Invocation. 
 
 4. Legal Advertisement 
 

The CIAC was advised by Mrs. Harris that the Meeting was advertised in the Pensacola 
News Journal on July 23, 2011, in the Board of County Commissioners – Escambia 
County, Florida, Meeting Schedule July 25 – July 29, 2011. 

 
 5. Approval of Minutes 
 
  Motion made by Ms. Lovoy, seconded by Mrs. Sheldon, and carried 3-0, with Mr. Adams 

absent and Mr. Beargie not yet present, approving the Minutes of the Quarterly Meeting 
of the CIAC held April 29, 2011, as prepared by Doris Harris, Clerk to the Board's Office. 
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MINUTES OF THE CIAC MEETING – Continued 
 
 
AGENDA NUMBER – Continued 
 
 6.  Review of Investment Reports for April, May, and June 2011 

 
 Mrs. Sheldon reviewed the Investment Report for June 30, 2011, and advised that the 
total short-term portfolio equaled $112,970,869, with a yield of .27%, as compared to 
Standard & Poor's (S&P) Government Investment Pool (GIP) 30-Day Index of .05%, and 
year-to-date earnings of $167,485. 

 
 For Information:  The CIAC: 
 
A. Heard comments from Steven Alexander and David Jang, PFM Asset Management, 

LLC, regarding the potential downgrade of the U. S. Treasury, pending the outcome 
of the August 2, 2011, deadline to raise the Federal debt ceiling, and was advised  
by Mr. Jang that the U. S. Government’s debt is $14.3 trillion and, if the debt ceiling 
is not raised, the Government cannot meet its obligations; and 

 
B. Reviewed the Escambia County Clerk of Court, Florida – Investment Performance 

Review – Quarter Ended June 30, 2011, as prepared by PFM Asset Management, 
LLC, which includes an Executive Summary that reflects: 

 
 The County’s Long Term Portfolio is of high credit quality and maintains 

adequate liquidity.  The portfolio is invested entirely in Federal Agency, U.S. 
Treasury, corporate notes, commercial paper and municipal bond securities.  
The securities are allocated among high quality issuers rated AAA, AA, A-1+ 
and A-1. 

 
 The economic recovery continued in the second quarter, albeit at a slower 

pace.  Many economists believe the slower pace of the recovery reflects 
temporary factors, including the dampening effect of higher food and energy 
prices on consumer purchasing power and spending, as well as, supply chain 
disruptions associated with the tragic events in Japan.  Although these factors 
are being considered temporary, Federal Reserve officials lowered their growth 
forecasts for the second time this year.  U.S. central bankers said the economy 
will expand 2.7% to 2.9% this year, down from forecasts ranging from 3.1% to 
3.3% in April. 

 
(Continued on Page 3) 
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MINUTES OF THE CIAC MEETING – Continued 
 
 
AGENDA NUMBER – Continued 
 
 6. Continued… 
 
  For Information – Continued 
 
  B. Continued… 

 
 Debates over government spending and budget cuts have been at the forefront 

of the conversation in Europe and the United States during the second quarter.  
Greece was on the verge of default until Greek officials passed strict austerity 
measures needed to secure a bailout from the European Union.  Meanwhile, in 
America, Congress has been unable to agree on the Federal budget and debt 
limit. The ongoing debate almost caused a government shutdown and 
prompted Standard & Poor’s to put America’s AAA credit rating on negative 
watch.  Investors are concerned that cuts in government spending in the short 
run will slow future growth prospects. 

 
 During the quarter, speculation of a Greek default drove intermediate-term U.S. 

Treasury yields near or below November 2010 lows.  The 2-year U.S. Treasury 
fell for eleven consecutive weeks, the longest rally since the 1980s, until the 
last week of June, when Greek officials eased concerns of a Greek default by 
passing large budget cuts.  By the end of the quarter, the 2-year U.S. Treasury 
yield hit 0.46%, approximately 37 bps lower than it was on March 31, 2011. 

 
 The Federal Reserve completed its second round of quantitative easing on 

June 30, 2011.  Although the Fed will continue its existing policy of reinvesting 
principal payments from its securities holdings, Fed Chairman Ben Bernanke 
indicated that the Fed is putting extraordinary monetary policy action on hold.  
However, Chairman Bernanke said the Fed will continue to monitor the 
economy and act as needed. 

 
 Over the course of the quarter, PFM executed trades to take advantage of the 

decrease in yields.  For example, in April, before rates began to fall, PFM 
purchased federal agency and Treasury securities in the one to four-year 
maturity range to increase the portfolio’s yield.  After intermediate-term rates hit 
new lows in late June, PFM sold out of Treasury securities to capitalize on 
market appreciation.  These trades resulted in realizing over $57,000 in gains 
on sales. 

 
(Continued on Page 4) 
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MINUTES OF THE CIAC MEETING – Continued 
 
 
AGENDA NUMBER – Continued 
 
 6. Continued… 
 
  For Information – Continued 
 
  B. Continued… 
 

 At the beginning of the quarter, PFM targeted the portfolio’s duration at 99% of 
the benchmark’s duration in order to benefit from the yield and roll down offered 
by the steep yield curve.  Over the quarter, as rates decreased PFM allowed 
the duration of the portfolio to shorten compared to the benchmark’s duration.  
The portfolio’s return of 1.56%, outperformed the benchmark’s return of 1.49% 
by 7 basis points (0.07%).  In an interest rate environment where yields remain 
at or near record lows, PFM will continue to position the portfolio’s duration 
short of the benchmark’s duration to reduce interest rate risk and the market 
value erosion that will occur if rates rise. 

 
 PFM will continue to follow the prudent investment strategies that have safely 

provided the County with favorable long-term performance during this period of 
historically low interest rates. 

 
 Intermediate-term rates remain at or near all-time lows.  Further, the Fed 

continues to state that it plans to keep the target federal funds rates low for an 
extended period which is likely to keep short-term rates at their currently low 
levels.  For the most part, the market is expecting higher rates in the future as 
measured by the steepness of the yield curve, or the difference in yield 
between the 2-year U.S. Treasury Note and the 10-Year U.S. Treasury note, 
which is at historically wide levels. 

 
 As such, PFM is currently positioning the portfolio’s duration short of the 

benchmark’s duration in order to provide additional protection from market 
value losses in the event of a sharp yield increase.  A shorter duration will also 
allow for the extension of duration to capitalize on higher yields in the event 
they increase.  PFM will closely monitor the markets to make select purchases 
of securities when rates move towards the upper end of their range. 

 
(Continued on Page 5) 
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MINUTES OF THE CIAC MEETING – Continued 
 
 
AGENDA NUMBER – Continued 
 
 6. Continued… 
 
  For Information – Continued 
 
  B. Continued… 

 
 In the coming quarter, PFM will continue to look for opportunities to purchase 

commercial paper, which has provided a yield advantage over comparably 
maturing short-term securities.  Additionally, utilizing commercial paper will 
allow PFM to barbell the portfolio by offsetting the duration of longer-term 
securities. 

 
 Agency spreads to Treasuries remain narrow.  In the case that spreads widen, 

Treasuries could outperform agencies.  At that point, PFM will restructure the 
portfolio, allocating a larger portion of agency securities. 

 
 7. Escambia County, Florida, Investment Policy Amendments 
 
  Motion made by Mr. Beargie, seconded by Ms Lovoy, and carried 4-0, with Mr. Adams 

absent, approving to recommend that the Board of County Commissioners amend the 
Escambia County, Florida, Investment Policy, Section XIV.B., Page 15, as follows, to 
allow for market driven options to the benchmarks used for the long-term portfolio: 

 
XIV.  PERFORMANCE MEASUREMENTS 

 
 B. The long-term investment portfolio shall be designed with the annual objective 

of achieving a comparable return to the Merrill Lynch 1-3 Year Treasury Index 
or an appropriate index.  The appropriate index will have a duration and asset 
mix that approximates the portfolio and will be utilized as a benchmark to be 
compared to the portfolio’s total rate of return. The Merrill Lynch 1-3 Year 
Treasury Index represents all U.S. Treasury securities maturing over one year, 
but less than three years. This maturity range is an appropriate benchmark 
based on the objectives of the County. 

 
(Continued on Page 6) 
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MINUTES OF THE CIAC MEETING – Continued 
 
 
AGENDA NUMBER – Continued 
 
 7. Continued… 
 
  Motion made by Mrs. Sheldon, seconded by Mr. Beargie, and carried 4-0, with 

Mr. Adams absent, approving to recommend that the Board of County Commissioners 
amend the Escambia County, Florida, Investment Policy, Section XII.G.1., Page 12, as 
follows, as requested by Steven Alexander, PFM Asset Management, LLC, during the 
Meeting: 

 
  XII.  AUTHORIZED INVESTMENTS AND PORTFOLIO COMPOSITION 
 
    G. Corporate Notes 
 
     1. Purchase Authorization 
 

  Corporate notes issued by corporations organized and operating within the 
United States or by depository institutions licensed by the United States 
that have a long term debt rating, at the time or purchase, at a minimum 
“Aa” “A” by Moody’s and a minimum long term debt rating of “AA” “A” by 
Standard & Poor’s.  In addition, corporate obligations allowed are corporate 
obligations issued by financial institutions that participate in the FDIC's 
Temporary Liquidity Guarantee Program and are fully insured by the FDIC 
and are guaranteed by the full faith and credit of the United States 
Government. 

 
 8.  Adjourn 
 
  Mr. Alft adjourned the CIAC Meeting at 10:32 a.m. 
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AI-1183     Item #:   6.             
County Investment Advisory Committee
Meeting
Date: 10/28/2011  

Issue: Review of Investment Reports for July, August, and September 2011.
From: Doris Harris

Recommendation:

Attachments
July 2011 Investment Report
August 2011 Investment Report
September 2011 Investment Report

Form Review
Form Started By: Doris Harris Started On: 07/26/2011 01:02 PM

Final Approval Date: 07/26/2011 
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#6 (August)



#6 (August)



#6 (August)



#6 (August)



#6 (September)
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AI-1248     Item #:   7.             
County Investment Advisory Committee
Meeting
Date: 10/28/2011  

Issue: 2012 Meeting Schedule.
From: Doris Harris

Recommendation:

Recommendation:  That the County Investment Advisory Committee schedule the following
2012 Meetings:

Quarterly Meeting – January 20, 2012
Quarterly Meeting – April 27, 2012
Quarterly Meeting – July 27, 2012
Quarterly Meeting – October 26, 2012

Form Review
Form Started By: Doris Harris Started On: 08/08/2011 11:10 AM

Final Approval Date: 08/08/2011 



   

AI-1182     Item #:   8.             
County Investment Advisory Committee
Meeting
Date: 10/28/2011  

Issue: Election of Chairman and Vice Chairman.
From: Doris Harris

Recommendation:

Recommendation:  That the County Investment Advisory Committee elect a Chairman and Vice
Chairman for 2012.

Form Review
Form Started By: Doris Harris Started On: 07/26/2011 12:59 PM

Final Approval Date: 07/26/2011 
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