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AGENDA ITEM # 6

June 4, 2013
6. REPORTS TO BE RECEIVED FOR FILING:
a. Pinellas County Comprehensive Annual Financial Report for the Fiscal
Year ended September 30, 2012.
b. Division of Inspector General, Audit Services, Clerk of the Circuit Court

and Comptroller, Report No. 2013-18 dated May 20, 2013 — Audit of DEI
GMD Contract with Ferguson Waterworks.

C. Quarterly Investment Report for the Period ended December 31, 2012.
d. Annual Investment Report for the Fiscal Year ended September 30, 2012.

e. Continuing Bond Disclosure Report dated April 30, 2012 pursuant to Rule
15¢2-12 of the Securities and Exchange Commission for:

$86,580,000 Sewer Revenue Bonds, Series 2003
$25,205,000 Sewer Revenue Refunding Bonds, Series 2006
$59,510,000 Sewer Revenue Refunding Bonds, Series 2012



KEN BURKE

CLERK OF THE CIRCUIT COURT —PINELLAS COUNTY, FLORIDA

FINANCE DIVISION
14 S. Ft. Harrison Ave., 3rd Floor
Clearwater, FL 33756

Clerk of the County Court

Recorder of Deeds P.O. BOX 2438

Clerk and Accountant of the Board of County Commissioners Clearwater, FL 33757

C i f Fund

gy Y Funds Telephone: (727) 464-8300

Clerk of the Water and Navigation Controf Authority FAX: (727) 464-8370
TO: The Honorable Chairman and Members

of the Board of County Commissioners

THRU: Ken Burke
Clerk of the Circuit Court and Comptrolier

FROM: Claretha N. Harris LW

Chief Deputy Director. Finance Division

DISTR: James L. Bennett, County Attorney
Robert S. L.aSala. County Administrator
Board Records

SUBJECT: Quarterly investment Report for the Period Ended December 31, 2012

DATE: April 16, 2013

Attached is the Quarterly Investment Report for the period ended December 31. 2012.

The following is a summary of key points identified in the attached Quarterly Investment Report:

v Total Portfolio - book value (at quarter end) $843.973.787
¥ Securities - book value (at quarter end) $440.634.881
v Securities weighted average maturity (WAM) (at quarter end) 2.02 years
v" Realized investment income for three months S 582.626
¥ Yield on short-term portfolio

o Effective annual yield 0.15%

o Benchmark (3-month T-Bill) 0.09%
¥ Yield on long-term portfolio

o Effective annual yield 0.51%

o Benchmark (2-year T-Bill) 0.28%

Thank you. in advance, for your attention to the attached Quarterly Investment Report. If vou have any
questions, please contact me at 727-464-8300.

Attachment
GrAdminWQuarterly Investment Reportsi2012:Decembericover ur 12-12.doc



BOARD OF
OUNTY COMMISSIONERS

QUARTERLY
INVESTMENT REPORT

For the Period Ended
December 31, 2012

Prepared by Ken Burke
Clerk of the Circuit Court and Comptroller
Finance Division



Investment Policy

Section 218.415, Florida Statutes authorizes the governing body of a local government to adopt a written investment
plan to govern investment activity. The Board of County Commissioners (Board) adopted Section 2-144 of the
Pinellas County Code, Investment of Surplus Public Funds, establishing policies for investing all County surplus
funds controlled by the Board. All investment activity is conducted in accordance with Code Section 2-144 and
additional written policies and procedures.

The Pinellas County Board of County Commissioners investment policy and the ordinance can be found at
http://www.pinellasclerk .org/asplnclude2/ASPInclude.asp?pageName=transparency2.htm#investpolicy.

In accordance with the above laws and policies, the Clerk is required to submit a report on the performance of the
County’s investment portfolio quarterly and annually. In this Quarterly Investment Report, we show portfolio
activity and performance, key economic indicators, portfolio summary and detail information and demonstrate
compliance with policies.

Portfolio Activity Summary

During the quarter, the cyclical influx of tax revenues raised the portfolio’s book value by $157 million. The
County’s allocation in securities increased $95 million. The effect of purchasing securities at lower yields reduced
the long-term portfolio’s effective yield to 0.51% at December 31, 2012 compared to 0.59% at September 30, 2012.
Due to the current interest rate environment securities continued to be purchased short on the yield curve. Portfolio
activity for the quarter is shown on page 5 of this report. The long-term portfolio’s weighted average maturity as of
December 31, 2G12 and September 30, 2012 was 2.02 years and 1.65 years, respectively.

Portfolio Performance

Total realized investment income for the quarter ended December 31, 2012 was $583 thousand; down $52 thousand
from the prior quarter. The effective annual yield for the long-term portfolio was above its benchmark. The County
locked in higher yielding securities as long-term interest rates declined. The short-term portfolio’s effective annual
yield for the quarter was also above its benchmark. The County placed funds in public funds depository accounts,
secured by Chapter 280, Florida Statutes, providing above-market returns.

Quarter-End Yields Over The Last Year

Individual Yields (at quarter end) 12/11 03/12 06/12 09/12 1212
Short Term Portfolio:
Cash Pools 004 % 009 % 0.09 % 0.09 % 0.09 %
Local Government Investment Pools 0.16 0.17 0.19 0.21 0.15

Effective Yields (3 month daily average)

Short Term Portfolio 0.14 0.13 0.14 0.13 0.15
Long Term Portfolio 0.74 0.71 0.66 0.59 0.51
Portfolio Overall 0.42 0.44 0.42 0.36 0.37
Benchmarks

Short Term Funds:
3-month US Treasury constant
maturity (3-month average) 0.01 0.07 0.09 0.10 0.09
Long Term Funds:
2-year US Treasury constant
maturity (12-month average) 0.45 0.35 0.28 0.28 0.28

Effective October 1, 2012, non-investment related bank fees have been removed from the County’s yield
calculation. If those bank fees had been included, the effective yields for the Short Term Portfolio and Portfolio
overall would have been .10% and .32% respectively.



Treasury Yields

In comparison to the prior year, the maturities between 3 months and one year rose while the 2 and 3 year maturities
remained constant and the 5 year maturity declined. The increases ranged between 3 basis points (3 month) and 5
basis points (6 month) and the decline (5 year) was 11 basis points. As compared to last quarter, the declines ranged
from 1 basis point (1 year) to 5 basis points (3 month) while the increases ranged from 2 to 10 basis points for the 2
and 5 year maturities, respectively. The historical Treasury yields at quarter-end for the last five quarters are
presented below.

Historical U.S. Treasury Yields over the Last Year

Maturity 12/11 03/12 06/12 09/12 12/12

3 Month 0.02 % 0.07 % 0.09 % 0.10 % 0.05 %
6 Month 0.06 0.15 0.16 0.14 0.11

1 Year 0.12 0.19 0.21 0.17 0.16

2 Year 0.25 0.33 0.33 0.23 0.25

3 Year 0.36 0.51 0.41 0.31 0.36

5 Year 0.83 1.04 0.72 0.62 0.72

The composition of the portfolio is diversified to control the risk of loss resulting from the over concentration of
assets in a specific maturity, issuer, instrument, dealer or bank through which investments are bought and sold.
Diversification strategies are reviewed and revised periodically as necessary to meet portfolio objectives.

The maximum allowable maturity for any investment in the portfolio is five years, however we make every effort
to match investment maturities with known cash needs and anticipated cash flow requirements. Funds needed to
meet current operating requirements have shorter maturities, generally less than twelve (12) months. Bond
construction funds, bond fund reserves and other non-operating funds have terms appropriate to the need for funds
and, if applicable, in accordance with debt covenants.

As shown on page 7, our portfolio is in compliance with all limitations on authorized investments shown in the
Pinellas County Board of County Commissioners investment policy.

Key Economic Indicators

Federal Funds Rate - The Federal Open Market Committee (FOMC) met on October 24™ and December 12th
voting to maintain its target range for the Federal Fund Rate at 0 to ' percent. This rate has not changed since the
December 16, 2008 FOMC meeting.

The statement from the December 12" FOMC meeting indicated “Information received since the Federal Open
Market Committee met in October suggests that economic activity and employment have continued to expand at a
moderate pace in recent months, apart from weather-related disruptions. Although the unemployment rate has
declined somewhat since the summer, it remains elevated. Household spending has continued to advance, and the
housing sector has shown further signs of improvement, but growth in business fixed investment has slowed.
Inflation has been running somewhat below the Committee’s longer-run objective, apart from temporary variations
that largely reflect fluctuation in energy prices. Longer-term inflation expectations have remained stable.”

“To support a stronger economic recovery and to help ensure that inflation, over time, is at the rate most consistent
with its dual mandate, the Committee will continue purchasing additional agency mortgage-backed securities at a
pace of $40 billion per month. The Committee also will purchase longer-term Treasury securities after its program
to extend the average maturity of its holdings of Treasury securities is completed at the end of the year, initially at a
pace of $45 billion per month.”

Unemployment Rate — The unemployment rate remained constant during the fourth calendar quarter at 7.8% in
December and September 2012. Initial jobless claims decreased from 369,000 for the week ending September 29,
2012 to 367,000 for the week ending December 29, 2012.
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Consumier Confidence - The Conference Board’s Consumer Confidence Index decreased in December to 65.1. This
was a decrease of 3.3 points since September 2012. “Consumers’ expectations retreated sharply in December
resulting in a decline in the overall index. The sudden turnaround in expectations was most likely caused by
uncertainty surrounding the oncoming fiscal cliff. A similar decline in expectations was experienced in August of
2011 during the debt ceiling discussions. While consumers are quite negative about the short-term outlook, they are
more upbeat than last month about current business and labor market conditions.”

Consumer Price Index (CPI) — “Over the last 12 months, the all items index increased 1.7 percent before seasonal
adjustment. The gasoline index declined again in December, but other indexes, notably food and shelter, increased,
resulting in the seasonally adjusted all items index being unchanged. Gasoline was the only major energy index to
decline; the indexes for natural gas and electricity both increased. Within the food category, five of the six major
grocery store food groups increased as the food at home index rose for the third consecutive month.

Investment Strategy

Our “buy and hold” investment strategy is based on our current security mix (Treasuries, Government Sponsored
Enterprises (GSE), depository accounts, etc.), projected cash flows, current and desired weighted average maturity
(WAM), and interest rate projections. On average, economists are projecting short-term interest rates will remain
constant at 0.25% through December 2013. As shown in the Detailed Portfolio Schedule on page 6, we currently
have 52.8% of our security portfolio invested in callable Agency securities. Given the projected interest rate
environment, some of the current portfolio’s callable securities have a high probability of being called. With a
relatively flat, but positive yield curve, short-term interest rates projected to remain constant over the next year,
maintaining the current percentage allocation level in securities and the overall investment portfolio declining to
cover fiscal year 2012/13 expenditures, we anticipate the long-term portfolio’s weighted average maturity will
decline for the balance of this fiscal year.
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