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SUBJECT: Quarterly Investment Report for the Period Ended
December 31, 2009

RECOMMENDATION:

That the District Board review and accept the Quarterly Investment Report for the
period ended December 31, 2009.

SUMMARY:

The Finance Department has prepared a quarterly report to summarize the investment
activity for the period from October 1, 2009 to December 31, 2009. The District's
investment portfolio earned an average yield of 0.89% for the 2nd Quarter of FY 2010. .
This represents investment income of $52,296 for the quarter. The average cash
balance for the District's portfolio during the quarter was $22,568,987 and the ending
balance for the total investment portfolio was $22,621,149 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.

ATTACHMENTS:

1. Quarterly Investment Report for the Period Ended December 31, 2009
2. Inventory Holdings Report for the Period Ended December 31, 2009
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.  INTRODUCTION

This report reflects investment activity for the period of September 30, 2009
to December 31, 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 returm 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 Ended December 31, 2009, the weighted
average annualized yield on investments was as follows:

Table 1
AVERAGE ANNUALIZED
INVESTMENT YIELD
FY 09 FY 09 FY 09 FY10 FY10
Q2 Q3 Q4 Q1 Q2

CFD Bonds
Series 2002 0.85 0.65 1.56 1.55 1.55
Debt Reserve Fund
CFD Bonds
Series 2005 0.85 _ 047 1.27 1.41 1.4
CFD Bonds
Series 2006 0.85 0.40 0.79 0.79 0.75
Total Portfolio 0.85 0.43 0.91 0.92 0.89




The quarter's average yield of 0.89% for the total portfolio represents a
decrease of 0.03% from the total portfolio annualized yield of .92% experienced
for the Quarter Ended September 30, 2009.

II.  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.

lil. INVESTMENT PERFORMANCE

A. Portfolio Composition. All investment proceeds are diversified by
security type and institution to minimize market volatility risk and credit risk. The
Policy 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 PORTFOLIO COMPOSITION
(In Millions of Dollars)

Security Type FY 09 - Q3 FY09-Q4 FY10-Q1 FY10-Q2
Amt % Amt % Amt % Amt %
Money Market 4.6 19.5 3.8 16.6 3.7 16.2 6.4 28.3
Agency
Securities 19.1 80.5 19.0 834 18.9 83.8 16.2 717
Treasury 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Bills
Treasury Notes 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Commercial
Paper 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Repurchase
| Agreements 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
TOTALS: 23.7| 100.0 22.8 100.0 22.6 100.0 226 100.0
B. Average Invested Cash Balances. The average investment cash

balance for the portfolio for the Quarter Ending December 31, 2009 was
$22,568,987 as compared to $22,708,565 for the Quarter Ended September 30,
20009.

Fluctuations 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 earned interest, and the spend down of existing bond proceeds for
capital projects.

C. Investment Income. Total investment income for the 2nd Quarter of
FY10 was $52,296 which represents an increase of 0.72% from the $51,925
earned in the 1st Quarter of FY10.

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 2nd Quarter of FY 10 was
181 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 10 FY 10
Q3 Q4 Q1 Q2
Total Portfolio 0.43 0.91 0.92 0.89
3 Month T-Bill 0.20 0.16 0.15 0.05
Money Market Fds 0.40 0.01 0.01 0.01
6 Month T- Bill 0.38 0.32 0.25 0.16
1 Year T-Bill 0.55 0.50 043 0.33
2 Year Treasury 0.89 1.01 1.01 0.86

E. Average Maturity of the Portfolio. For the Quarter ended December
31, 2009, the average maturity of the portfolio was 181 days as compared to 199
days on September 30, 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
portfolio 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 gain/loss positions. A
summary of market and book values for the total portfolio for the Quarter are
shown below.

Beginning Book Value....................... $22,564,962
Beginning Market Value ..................... $22,629,304
Ending Book Value..............ccccuvnennnee $22,621,149
Ending Market Value .......................... $22,634,926

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 $13,777.



ECONOMIC REVIEW AS OF 12-31-09:

The near term economic outlook, at least on the surface, is likely to
appear much improved. A number of factors are expected to lift Gross Domestic
Product (GDP) well above the 2.2% growth rate of the prior quarter. One major
contributor could be the U.S. consumer, who despite less credit availability, lower
wages and bleak employment prospects, has seen considerable improvement in
household net worth and now seems willing to spend money again. Although
still down more than 19% from the peak two years ago, the Federal Reserve
reported that second and third quarter U.S. household net worth had increased
by a total of 10% by the end of September 2009 to reach the highest level in a
year. Much of the rebound is tied to stock market gains, although stabilization in
housing prices is also a factor.

Remaining stimulus dollars could also make a substantial contribution to
economic growth in the coming months. According to Congressional Budget
Office forecasts, only 21% of the stimulus funds have been consumed thus far,
with 38% expected to be spent in 2010 and another 22% in 2011 before trickling
off. Another positive addition to future economic growth will be the rebuilding of
inventories. For much of the past year, businesses scaled back on their
inventories. As the pace of consumer spending has picked up, lean stockpiles
were quickly depleted which will now require a boost in future production to
replenish supply. Even the housing sector is expected to make a slight
contribution in the coming months as the inventory of new homes for sale stands
at the lowest level in 38 years.

But the biggest obstacle to sustained growth continues to be a very weak
labor market, with any improvement expected to be painfully slow. A recent
Bloomberg survey of 57 top economists shows a median unemployment rate of
10% for 2010 and 9.3% for 2011. As of December, the percentage of the 15
million unemployed workers who haven't received a company paycheck within
the last six month stands at one-third, the highest in nearly 70 years. The safety
net of extended unemployment benefits is wearing thin. Fortunately, a couple
weeks ago, another round of legislation extended unemployment benefits that
were scheduled to expire at the end of 2009 for another two months, and
unemployment checks may be one of the most effective uses of government
dollars. According to a report on Moody's Economy.com, a $1 increase in
unemployment benefits will produce roughly $1.64 in GDP as unemployed
workers have a tendency to spend benefits checks almost immediately.

Few economists expect the U.S. to reenter recession in 2010, but neither
do they expect particularly brisk growth. The most likely scenario is for the Fed
to remain on hold for much of the next year. The thing to keep in mind is that
while the Fed may be able to anchor the overnight rate at zero, long-term rates
are free to drift higher in anticipation, and most experts are forecasting exactly
that.

- Scott Mcintyre, First Southwest Asset Management



SUMMARY DATA
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City of Peoria
Vistancia Portfolio

Detail of Security Holdings
As of 12/31/2009 ‘

ATTACHMENT B
Page 1 of 1

cusip Settle Date Sec. Type Sec Type2 Sec. Description CPN Mty Date Next Call Call Type Par Value Purch Price OrigCost  BookValue MktPrice  Market Value
Vistaricia Project 2002 ; Debi Service Resérve o7 T R R e T , 4
CusIP - Settle Date  Sec. Type Sec Type2 Sec. Description CPN Mty Date Next Call Call Type Par Value Purch Price Orig Cost  Book Value Mkt Price Market Value
WF-ADVGOV MMF MMF Wells Fargo Advantage Govt MMF 4583574 100.000 45,835.74 45,835.74 100.000 45,835.74
MMF Total 45,835.74 45,835.74 45,835.74 45,835.74
3133XBTH8 03/04/09  AGCY BULET AN FHLB 4,250 06/11/10 1,000,000.00 103880  1,033,80000  1,013,660.14 101.780 1,017,800.00
31398AVL3 03/04/09  AGCYCALL AN FNMA 2.000 03/02/111 03/02/10 ONE TIME 1,000,000.00 100.000  1,000,00000  1,000,000.00 100.280 1,002,800.00
AN Total 2,000,000.00 2,038,800.00  2,013,650.14 2,020,600.00
Grand Total 2,045,835.74 2,084,63574  2,059,485.88 2,066,435.74
\Vistaricia Project 2005 Debt Service Reserve : %
CusIp Settle Date Sec. Type Sec Type2 Sec.Description CPN Mty Date Next Call Call Type Par Value Purch Price Orig Cost  Book Value Mkt Price Market Value
WF-ADVGOV MMF MMF Wells Fargo Advantage Govt MMF 243,377.88 100.000 243,377.88 243,377.88 100.000 243,377.88
MMF Total 243,377.88 243,377.88 243,371.88 243,377.88
3133XBTH8 03/04/09  AGCY BULET AN FHLB 4.250 06/11110 1,100,000.00 103.880 1,142,680.00 1,115,015.15 101.780 1,119,580.00
31398AVL3 03/04/03  AGCY CALL AN FNMA 2.000 03/02/11 03/02/10 ONE TIME 1,000,000.00 100.000  1,000,000.00  1,000,000.00 100.280 1,002,800.00
AN Total 2,100,000.00 2,142,680.00  2,115,015.15 2,122,380.00
Grand Total 2,343,377.88 2,386,057.88  2,358,393.03 2,365,757.88
Vistancia Project 2006 ; Constiictio :
cusiP Settle Date  Sec. Typia Sec Type2 Sec. Description CPN Mty Date Next Call Call Type Par Value Purch Price Orig Cost Book Value Mkt Price Market Value
WF-ADVGOV MMF MMF Wells Fargo Advantage Govt MMF 6,116,090.04 100.000  6,116,090.04  6,116,090.04 100.000 6,116,090.04
MMF Total 6,116,090.04 6,116,080.04  6,116,090.04 6,116,090.04
3133XES83 03/04/09  AGCY BULET AN FHLB 4.875 031210 2,000,000.00 103845  2,076,90000  2,014,879.58 100.910 2,018,200.00
31331YH94 03/04/09  AGCY BULET AN FFCB 2.750 05/04/10 3,600,000.00 101.917  3,669,01200  3,620,292.80 100.880 3,631,680.00
3133X0KH1 03/04/09  AGCY BULET AN FHLB 4.550 08/06/10 3,000,000.00 104.734 3,142,02000  3,059,915.64 102.295 3,068,850.00
3128X9)T8 121109 AGCY CALL AN FHLMC 2.000 11/05112 05/05/10 ONE TIME 3,375,000.00 100516 3,392,41500  3,392,091.81 99.790 3,367,912.50
AN Total 11,975,000.00 12,280,347.00  12,087,179.83 12,086,642.50
Grand Total 18,091,090.04 18,396,437.04  18,203,269.87 18,202,732.54
Total for All Funds 22,480,303.66 22,867,130.66 22,621,148.78 22,634,926.16



