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RECOMMENDATION:

That the District Board review and accept the Annual Investment Report for the Year
Ended June 30, 2009.

SUMMARY:

The Finance Department has prepared an annual report to summarize the investment
activity for the period from July 1, 2008 to June 30, 2008. The District’s investment
portfolio earned an average yield of 0.91% for the 4th Quarter of FY 2009 and 1.01%
for the fiscal year. This represents investment income of $51,754 for the quarter and
$264,759 for the fiscal year. The average cash balance for the District's portfolio during
the quarter was $23,064,821 and the ending balance for the total investment portfolio
was $22,793,097 which represents all securities and money market funds.

The quarterly report also provides comparative investment yields, portfolio composition,
average maturity lengths, comparisons of market value and book value, and a brief
summary of the economy. An Inventory Holdings Report, which itemizes each security
in the District's investment portfolio by security type and cusip number has also been
included as Attachment B.
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1. Quarterly Investment Report for the Year Ended June 30, 2009
2. tnventory Holdings Report for the Year Ended June 30, 2009
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.  INTRODUCTION

This repott reflects investment activity for the period of July 1, 2008 to June
30, 2009 for the District’'s investment management program. The District's funds
are invested in accordance with the City’s Investment and Portfolio Policies,
approved and adopted in January 1992 by the City Council, with revisions
approved in June 2005. The policy requires that the investment program meet the
following criteria, listed in order of importance:

Safety - Investments shall be undertaken in a manner that seeks
to insure the preservation of capital in the overall
portfolio.

Liquidity - The investment portfolio will remain sufficiently liquid to

enable the City to meet all operating requirements.

Yield - The investment portfolio shall be designed with the
objective of obtaining a market rate of retumn throughout
budgetary and economic cycles, while taking into
account the City's strict risk constraints.

In keeping with these principles, staff continued to invest the District's
funds only in allowable, safe securities and to structure the maturity of the
investment portfolio to assure liquidity. Short-term needs (6 months or less) are
being met by investments in overnight repurchase agreements, commercial
paper, and money market funds. Funds not required to meet specific short-term
needs are invested primarily in Treasury Notes and U.S. Government Agency
Securities.

Only after the safety and liquidity requirements are met does staff attempt
to maximize earnings. For the Quarter and Year Ended June 30, 2009, the
weighted average annualized yield on investments was as follows:

Table 1
AVERAGE ANNUALIZED
_ INVESTMENT YIELD

e FY 09 FYO0S FY 09 FY 09 YE

. | Q1 Q@2 | a3 Q4 6/30/09
CFD Bonds .
Series 2002~ 214 0.85 0.65 1.56 1.22
Debt Reserve Fund . .
CEDBonds = -  oam
_Serie_g 200_5 * 214 \ P.GS : 0.47 1.27 1.11
CFD Bonds ‘
Series 2008 2.14 0.85 0.40 0.79 0.97
Total Portfolic | 214 | 085 | 043 081 | 101




The average annuat yield of 1.01% represents a decrease of 2.81% from
the total portfolio annualized yield of 3.82% for the Year Ended June 30, 2008.

The quarter's average yield of .91% for the total portfolio represents an
increase of .48% from the total portfolio annualized vieid of .43% experienced for
the Quarter Ended March 31, 2009.

. INVESTMENT POLICY COMPLIANCE

The City's Investment Policy, as approved by City Council, applies to all
the financial assets and funds held by the City of Peoria, including Vistancia
Community Facilities District funds. All investments follow the provisions
established in that Policy.

lll. INVESTMENT PERFORMANCE

A. Portfolio Compaosition. All investment proceeds are diversified by
security type and institution to minimize market volatility risk and credit risk. The
Poiicy stipulates maximum investment levels by market sector to insure
diversification. Diversification is further accomplished through the laddering of
maturities, which mirror anticipated cash flows for the various funds. If not
matched to specific cash flows, the funds are invested with a priority of liquidity
and safety until specific cash flow needs are identified.

The table below illustrates the diversification structured into the portfolio
composition with dollar amounts and percentages by investment type (market
sector). The table shows the overall conservative nature of the portfolio and its
diversified structure. The fluctuation in percentages between fiscal quarters
represents a shifting of value between market sectors from the varying economic
conditions throughout the year. The concentration on Treasury Notes and
Agency Securities illustrates the portfolio’s safety priority.



Table 2

. TOTAL PORTFOLIOCOMPOSITION. .
" (In Millions of Doliars)

Security Type | FY 09-Q1 FYo9-Q2 | FYo09-Q3 FY 09~ Q4
Amt % Amt % Amt % Amt %
Money Market | 238{ 100.0{ 239 100, 46| 195 ag| 166
Agency - ' N , © am
S;' ﬁﬁes 0.0 '0.0 0.0 | 0.0 191 80.5 19.0]1 834
Treasury 0.0 0.0 00} 0.0 0.0 0.0 0.0 0.0
‘Bilts : . ' . \
TreasuryNotes | 0.0| 0.0 00| ' 0.0 0.0 0.0 0.0 0.0
Commercial o '
Paper 0.0 9.0 0.0 0.0 0.0 _ 0.0 0.0 0.0
Repurchase - '
igreémen!s‘ 0.0 ' 0.0 0.0 0.0 00 0.0 0.0 8.0
TOTALS: 238 100.0 23.9 100.0 23.7 100.0 228| 100.0
B. Average Invested Cash Balances. The average investment cash

balance of the overall portfolio for the Year Ended June 30, 2009 was
$23,679,613.

The average investment cash balance for the portfolio for the Quarter
Ending June 30, 2009 was $23,064,821 as compared to $23,851,459 for the
Quarter Ended March 31, 2009.

Fiuctuations in the quarterly balances shown in the chart below represent
normal cash flows throughout the fiscal year, the addition of new bond proceeds,
investment of eamed interest, and the spend down of existing bond proceeds for
capitai projects.

C. Investment Income. Total investment income for the Year Ended June
30, 2009 was $264,759 which represents a decrease of 78.8% from the
$1,249,452 earned for the year Ended June 30, 2008.

Total investment income for the 4th Quarter of FY 09 was $51,754 which
represents an increase of 64% from the $31,636 earned in the 3rd Quarter of FY
09.

D. Comparative Investment Yields. Since the Investment Policy restricts
investment primarily to the U.S. fixed income and money markets, the portfolio
performance is measured directly against these markets for comparison
purposes. The maximum maturity of securities purchased for the portfolio is
restricted to five (5) years. The weighted average maturity cannot exceed 365



days. The actual weighted average maturity for the 4th Quarter of FY 09 was
273 days, in keeping with the investment policy requirement for liquidity and
safety. The average rates of comparable benchmarks are shown in the table
below.

Table 3

COMPARATIVE ANNUALIZED

_ INVESTMENT YIELDS

FY 09 FY 09 FY 09 FYO09
Q1 Q2 Q3 Q4
Total Portfolio 244 0.85 043 0.91
Money Market Fds 195 0.85 - 0.40 0.01
3 Month T-Bill 0.67 0.27 °0.20 0.16
6 Month T- Bill 1520 0.70 038 - 0.32
1 Year T-Bill 173 0.96 0.55 0.50
2 Year Treasury 1.88 1.2 0.89 1.01

E. Average Maturity of the Portfolio.  For the Quarter ended June 30,
2009, the average maturity of the portfolio was 273 days as compared to 106
days on March 31, 2009. Matching maturities to known cash flows requires the
maintenance of a somewhat short portfolio. Cash not needed to match
immediate cash flow needs (within a nine month rolling horizon of liabilities) is
normally extended somewhat to take advantage of higher yields. Longer
maturities are used to capture yields at purchase and to capture capital gains
during the period.

F. Comparison of Market Value and Book Value. The book value of the
portfolic is captured on an amortized cost basis recognizing the position in the
securities on a straight-line amortization of premiums and discounts. Book and
market values do not include accrued interest on the securities. The market
value reflects the then current market price at which these securities could be
sold in the open market. A comparison of book and market reflects the changes
in market rates as well as the performance of the portfolio against the market.
Since the shortest portion of the portfolio is matched against anticipated cash
flows, rate changes will more directly affect their relative gainfloss positions. A
summary of market and book values for the total portfolio for the Quarter are
shown below.

Beginning Book Value ....................... $23,710,970
Beginning Market Value ................... $23,724,665
Ending Book Value................c.o.o.oone. $22,793,097
Ending Market Value ......................... $22,879,330

At quarter's end, the market value of the portfolio exceeded the book
value of securities resulting in an overall unrealized gain in value of $86,233.

5



ECONOMIC REVIEW AS OF 06-30-09:

The pace of decline slowed from the first to the second quarter of 2009 as
Gross Domestic Product (GDP) fell by an annualized 1% after declining by a revised
6.4% in the first quarter of 2008. The median Bloomberg forecast has been for a
1.5% decline to follow the previously reported 5.5% first quarter drop. Almost ali of
the improvement during the recently completed quarter came from a few
components - an increase in net exports, a surge in government spending, some
improvement in business investment and a slower pace of inventory reduction
accounted for most of the improvement from the revised 6.4% drop in the first
quarter GDP. The second quarter contraction marked the fourth consecutive
period of negative GDP, the first time since the Great Depression that this has
occurred. On the bright side, a majority of economists are predicting that GDP will
turn slighily positive in the third quarter. The question will be whether consistent
consumer spending will be able to sustain positive growth going forward.

The labor market continues to deteriorate with 18 straight months of declining
company payrolls. |n May, non-farm payrolls surprised market participants with a
smaller than expected 322k(r) decline leading many to believe that the recession
was ending . . . but the June payroll numbers were much worse than expected, as
another 467k jobs were lost. Since January 2008, when payroll turned negative for
the first time in 4% years, 6.5 million workers have been laid-off. The
unemployment rate has increased from 4.8% to 9.5% in just the past 16 months.
The current rate of unemployment is the highest in 26 years, but many experts
believe it will continue to rise at least another full percentage point before year’'s end.

New home sales rose by 11% in June for the biggest gain in eight years.
Since January, new home sales are up 17%. Existing home sales have risen for
three straight months and are now up 9% for the year. However, new and existing
home sales are still down 72% and 33% from their peaks during the summer of
2005. Home prices, according to the S&P Case-Shiller index, seem 1o be stabilizing
somewhat. In May, the index posted its first monthly gain in three years, but still
dropped 17.1% on a year-over-year basis.

Retail sales have crept into positive territory with small increases in both May
(+0.5%) and June (0.6%). The U.S. consumer, the essential ingredient to sustained
economic recovery, continues to worry about deteriorated net worth and unfavorable
job prospects. As a result, the savings rate has risen from 0.8% to 6.9% in only nine
months. Many experts have speculated that the savings rate will climb ancther two
or more percentage points in the next year.

U.S. auto sales have climbed from an annualized rate of 9.1 million units in
February to 9.7 million units in June. Aithough the 6.6% increase is encouraging,
only 18 months ago, cars and trucks were selling at a brisk 16.1 million unit pace.
With the average age of U.S. vehicles on the road already at a record 9.4 years,
there could be some pent-up demand to fuel future purchases.

- Scott Mcintyre, First Southwest Asset Management



SUMMARY DATA

Table 4
PORTFOLIO COMPOSITION
istancia CFD Bonds, Series 2002
FYo09-Q1 FY 08 -Q2 FY09-Q3 FY 08 -Q4
Security Type . Ending Ending Ending Ending
) 9/30/08 12/31/08 03/31/09 06/30/08
Money Market S $2,056,775 | = $2,083,227 $15,940 $37,193
Agency Securities ‘ $0 | 'so $2,036,454 $2,028,830
Treasury Notes ' o] = s0 $0| $0
Treas;;;-Bllls S ol $0' S
Commercial Paper $0 | . $0 $0 $0
Repurchase e Ty LNE LIS Aol i S i:_'o‘j"_ LA ..“'-\:“.‘ A —r
| Agreements - $0 $0 $0 | $0
Totals: - -. $2,056,775 $2,063,227 $2,052,294 $2,066,024
Avg Yield N 214|085 085 | . 156
Avg Maturity (Years) 0.01| - 0.01 0.01 137
Table 5
PORTFOLIO COMPOSITION
istancia CFD Bonds, Series 2005
: C FY 08 - Q1 FYos-Q2 | FY09-Q3 FY 08 - Q4
- Security Type Ending Ending Ending _ Ending
- : 9/30/08 12/31/08 03131109 06/30/09
Money Market: $3341,174 [  $3340,172|  $1,188,906 $233,831
Agercy Securities . ' $0 | $0|  $2,140,100|  $2,131,713
Treasury Notes 30 50 %0 $0
"Tre.asury BIIFSW S $0 30 $0 R "50
Commercial Paper ' $0 ‘ $0 $0 ©$0
Repurchg‘;”‘e"‘ Bt ot b il Tommnr- -.;",.'...‘_::;".:"WM'.?Z‘ e g A
| Agreements - $0 80 $0 80
Totals: . $3341,174 |  $3,340,472(  $37320,008|  $2,365,544.
Avg Yield ’ 214 - 085 0.47 “1.273
Avg Maturrty (Years) 0.01 R Kt 002 | 1.16




Table 6

PORTFOLIO COMPOSITION
istancia CFD Bonds, Series 2006

\ - FY 09 - Q1 FY 09 - Q2 FYos-Q3 | Froo-Q4
Security Type Ending Ending Ending Ending
9/30/08 12/31/08 03/31/09 06/30/08
Money Market . $18,448,273 |  $18,506,111 $3,408.663 $3.516,400
Agency Securities © $0 80| $14920907 | $14,845,130
Treasury Notes 30 . -$%0 $0 | $0
Treasury Bils . so| 80 so| . s0
Commercial Paper ' $0 %0 50 - 50
Rébn%%woMk s Mm...h_..-_.-.....w“.m.m.w ettty sigrsssb ey
Agreements $0 . $0 $0 $0
Totals: e $18,448,273 |  $18,506,111 | $18,329,570 ]  $18,361,530
Avg Yield - 2.14 0.85 0.40 . 079
Avg Maturity (Years) 0.01 0.01 0.76 063




Cuty of Peonia
DETAIL OF SECURITY HOLDINGS
As of June 30, 2009

Attachment B

Securnty Security Settiement Maturity Naxt Calt I Purchasw Purchase —I Market Markal Accrued Daysto | Duys to

Oescnpuon cysip Coupan Date Date Date Par Value Price Cost Book Valus Price Vaiye Interagt Maturity | Naxt Sall

Vistancia Project 2002- Debt Sarvica Reserve

e s Fargo Agyartage Govt MM Funa.SVE WF-AgvGowt Q042 ) 37,193 48 100000 3718348 3719348 100000 3719148 - 1

fHLB 3TIIXBTHA 4250 34472009 &112010 1 000 000 00 103 880 1.038.800 00 1,028,830 19 103 531 1035312 50 236111 346

FNMA J38BAVLY 2000 42009 lririingl] e 1 000 000 00 100 000 1.000,000 00 100000000 100718 1,007 187 50 66111 810 245
3.085 2017193428  101.532 2.075.993.48 208602367 102.106 2,079.893.4% 8872.22 468

Vistancia Project 2005 - Resarve Fund

e s Fargo Adwartage Govt MM Fura-SvC WE-AmGovt 2310 23383079 100000 233830 7¢ 23383079 100000 23383079 - 1

FHLA 31334BTHE 4 250 Jarz009 811142010 110000000 103 880 1,142 680 00 113171321 103531 113884375 2,597 22 M6

FNMA 31358AVLY 2 000 342009 3212011 Kipiriat] 1000002 00 100 DDO 1.000,000 00 100000000 100 719 1,007 187 50 65111t 810 245
2.880 233383079 101.856 2,376,590.79 2,365,544.00 101993 2.379,862.04 9,208.33 423

Vistancia Project 2006 - Conatructian

¥ie.s Farga Aavariage Go.t MM Funa-SWC VI -AgeGavt g1z 251635973 100000 351639973 251639971 100000 3516 399 72 - 1

FHLAC D3z Npte FORIFTNAD 0300 ¥a2009 1022003 INOT0O00D 99 5ES 2,986,990 83 259363500 39950 2,958 500 00 - A1

Faygras 313GAANKY 3875 242005 1211062003 300000000 102310 3 069 300 00 303995211 101625 3.048 750 00 6781 25 t63

Fe3 JAIFESA 4 Brs a0 IR0 2,000.000 00 103 845 2076900 00 206235631 103084 2,061 87500 23520 B3 255

Frg 31331YHG4 27 342005 54120140 3600 000 00 101 917 366501200 364972645 101 906 366862500 1567500 308

FHLB I 3IACKHR 4 550 AIZ00G BimQ 300000000 t04 734 314202000 3109459 5% 104 187 212562500 5a 97917 402
2508 18,196,389.73 101,924 18,460,622 56 18,361,529.33  101.685 12,415, TT4.73 108,956 2% 204

GRAND TOTAL 2 597 22,487 424 101.998 22,913,027 22,790,037 101.763 221,879,330 £25.137 250

5 | Flrst Southwest Assst Mznagement




