Cinbirons s Sunaas) MEMORANDUM
TO: City Council
FROM: Kathy DuBose, Director of Finance Zp
DATE: November 26, 2007

SUBJECT: FY 2006-07 ANNUAL INVESTMENT REPORT

Attached please find the Fiscal Year 2006-07 Annual Investment Report for the City of Corinth.
The investment portfolio complied with the Public Funds Investment Act (PFIA), Chapter 2256
of the Texas Government code and the City’s approved Investment Policy and Strategies
throughout the period and includes the required disclosures.

The Investment Commitiee met on November 13, 2007 and unanimously approved the annual
investment report.

If you have any question, please feel free to contact me.
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3300 Corinth Parkway ¢ Corinth, TX ¢ 940.498.3200 « Fax 940.498.3232

November 13, 2007

TO:

Honorable Mayor and Members of the City Council

The Annual Investment Report is written in accordance with state statutes, specifically the Public
Funds Investment Act, section 2256 of the Texas Government Code. This report is presented to
comply with the City’s investment policy that states “within one hundred (180) days of the end of
the fiscal year, the Director of Finance shall present an annual report on the investment program and
investment activity. This report may be presented as a component of the fourth quarter report to the
City Manager and City Council.”

STATUTORY AND POLICY REQUIREMENTS

On December 7, 2006, a resolution was passed to adopt a formal investment policy for the
City of Corinth. The Investment Policy is required by state law to be reviewed each year.
The policy designates the Director of Finance as being responsible for the City’ s investment
program. The Director of Finance is aso responsible for establishing written procedures for
the operation of the program. These procedures include the explicit delegation of authority
to persons who carry out the daily investment transactions. The Director of Finance has
made this delegation of authority to the Budget Manager. Investment officials have the
authority to invest al funds for the City of Corinth, the Corinth Crime Control and
Prevention District and Corinth Economic Development Corporation with the exception of
funds contributed to the Texas Municipa Retirement System (TMRS); other funds
established by the City for deferred employee compensation; and revenue bond escrow
funds. These funds are managed by outside investment managers and administrators and
monitored by the Finance Department.

The funds of the City of Corinth, Texas, are invested in compliance with Article. 842(a-1)
entitled the “Public Funds Investment Act” of the Texas Government Code. Staff annually
reviews the policy guidelines and objectives to ensure compliance with the changes in state
law and with the investment strategies adopted by the City Council as summarized below in
order of importance.

1) Safety — Preservation and safety of Principal.
Safety of principal invested is the foremost objective in the investment decisions of the
City. Each investment transaction shall seek to ensure the preservation of capital in the
overdl portfolio. The risk of loss shall be controlled by investing only in authorized



securities as defined in this Policy, by qualifying the financial institutions and broker with
which the City will transact, and by portfolio diversification. Safety is defined as the
undiminished return of the principal on the City’ sinvestments.

2) Liquidity.
The investment portfolio shall be managed to maintain liquidity to ensure that funds will
be available to meet the City’s cash flow requirements and by investing in securities with
active secondary markets. Investments shall be structured in such a manner as to provide
liquidity necessary to pay obligations as they become due. A security may be liquidated
prior to its stated maturity to meet unanticipated cash requirements or to otherwise
favorably adjust the City’s portfolio.

3) Diversification.
Investment maturities shall be staggered throughout the budget cycle to provide cash flow
based on the anticipated needs of the City. Diversifying the appropriate maturity
structure will reduce market cycle risk.

4) Market Rate-of-Return (Yield).

The City’s investment portfolio shall be designed to optimize a market rate-of-return on
investments consistent with risk constraints and cash flow requirements of the portfolio.
The investment portfolio shall be managed in a manner which seeks to attain a market
rate of return throughout budgetary and economic cycles. The City will not attempt to
consistently attain an unrealistic above market rate-of-return as this objective will subject
the overall portfolio to greater risk. Therefore, the City’s rate of return objective is
secondary to those of safety and liquidity. Rate of return (yield) is defined as the annual
income returned on an investment, expressed as a percentage.

5) Public Trust

The Investment Officer shall avoid any transactions that might impair public confidence
in the City’s ability to govern effectively. The governing body recognizes that in
diversifying the portfolio, occasional measured losses due to market volatility are
inevitable, and must be considered within the context of the overall portfolio’s
investment return, provided that adequate diversification has been implemented. The
prudence of the investment decision shall be measured in accordance with the tests set
forth in Section 2256.006(b) of the Act.

BANK DEPOSITORY

Depository services support the objectives of the City’s cash and investment management
program. Those objectives are to maximize investment yield after satisfying the goals of
safety and liquidity. A depository services contract is required for municipalities and the
City of Corinth contracts with Wachovia Bank. The Federal Reserve Bank of New Y ork
serves as the City’ s safekeeping institution and acts as a third party custodian.



There are five significant cash management services that are provided to the City. These
services are (1) a control concentration/sweep account, (2) the on-line cash management
system, (3) positive pay and (4) remote deposit capture and (5) safekeeping services. These
automated services facilitate full utilization of available cash thus maximizing interest
income. In addition, the City utilizes armored car services. This service includes daily
pick-up and delivery of city deposits at various remote locations. This provides necessary
security for the City’ s deposits.

INVESTMENT ACCOUNTING METHODOLOGY

The accounts of the City of Corinth are maintained on the basis of funds or account groups,
each of which is considered a separate accounting entity. Therefore, each fund is invested
separately if it maintains sufficient balances. The investment activity of each fund is
summarized in the tables presented in this report.

CASH & INVESTMENT PROGRAM ACCOMPLISHMENTS AND GOALS

During the past fiscal year, the cash and investment program accomplished severa
major initiatives. Some of them include the following:

- Implemented an active investment program for the City of Corinth, the
Corinth Crime Control and Prevention District, and the Corinth Economic
Development Corporation.

- Received Certificate of Distinction for the Investment Policy by the
Government Treasurers Organization of Texas (GTOT) for developing a
comprehensive written investment policy that meets the requirements of the
Public Funds Investment Act and the standards for prudent public investing
established by GTOT.

- Completed arbitrage computations for bonds issued by the City of Corinth
from 1994 to 2005.

- Implemented Armored Courier Service to protect City funds.

- Developed a cash handling training program. Trained al city employees
responsible for handling cash functions on cash handler responsibilities,
currency and check fraud detection, loss prevention and cash handling
regulations.

- Completed all petty cash and change drawer audits with favorable results.

- Successfully prepared a bank depository request for proposal and
transitioned to amore beneficial bank depository contract.

- Completed training as required by the Public Funds Investment Act of Texas.



Several goals established for this program include the following:
Cash Audits— Continue citywide cash audit process in pursuit of internal controls.

Cash Training- Provide ongoing cash certification training for all new fund
custodians and supervisors

Identity Theft Protection — Provide training on identity theft protection.

Investment Training- All investment officers and support staff must complete ten
hours of investment training as required by state law.

Interest Income — This report includes the earnings generated through investments.
Staff is continuously faced with the challenge of maintaining the current level of
earnings in an uncertain rate environment.

The enclosed Annual Investment Report is in compliance with the investment strategies adopted by
the City Council as well as in accordance with the relevant provisions of the Tex. Gov’t Code Ch.
2256. The objectives adopted by the City Council will continue to drive the investment program in
the next fiscal year in order to achieve optimum protection of public funds.

Signature redacted Signature redacted

Kathy BuBosd Lee Ann Bunselmeyei‘ Y
Director of Finance Budget Manager



CITY OF CORINTH

ANNUAL INVESTMENT REPORT
For Period Ending September 30, 2007

% Of
Security Type Mkt {o Book Par Value Book Value Market Value
U. 8. Federal Agency-Coupon 100.08% $4,055,000 $4,043,6804 $4,046,861
U.S. Federal Agency -Callable 99.96% 4,950,000 4,931,682 4,929,850
Managed Pools 100.00% 25,289,758 25,289,758 25,288,758
Bank Cash 100.00% 2,298,738 2,288,738 2,298,738
100.00% $36,593,496 $36,663,783 $36,565,207
PORTFOLIO SUMMARY REPORT
Beginning Par Value as of 9/30/2006 511,984,253
Beginning Book Value as of 9/30/2006 $11,951,868
Beginning Market Value as of 9/30/2006 $11,953,728
WAM at Beginning Date (Days) 96
Ending Par Value as of 9/30/2007 $36,593,4986
Ending Book Value as of 9/30/2007 $36,563,783
Ending Market Value as of 9/30/2007 $36,565,207
WAM at Ending Date (Days) 81
Change to Market Value $24,611,479

The increase in portfolio balance is due fo the receipt of $24.3 miflion in bond proceeds in September 2007.

This report is prepared in accordance with Chapter 2256 of the Public Funds Investment Act ("PFIA") Section
2256.023(a) which states that "Not less than quarterly, the investment officer shall prepare and submit to the
governing body of the entity a written report of the investment fransactions for all funds covered by this chapter
for the preceding reporting period.”

The investment portfolio complied with the PFIA and the City's approved Investment Policy and Strategy
thoughout the period.

Signature redacted Signature redacted

Kathy Duigse Lee Ann Bunselmeyer ) [
Director of Finance Budget Manager

4Signature redacted

/Sc/ott Mclntrye, First Southwest Asset Management



Investment Strategies Compliance Report
For Period Ending September 30, 2007

OPERATING FUNDS

The investment strategy for operating funds and commingled pools containing
operating funds have as their primary objective to assure that anticipated cash
flows are matched with adequate investment liquidity. The secondary objective is
to structure a portfolio, which will minimize volatility during economic cycles. This
may be accomplished by purchasing high quality, short-term securities, which
will compliment each other in a laddered maturity structure. A dollar-weighted
average maturity of 270 days or less will be maintained and calculated by using
the stated final maturity date of each security.

Beginning Book Value as of 9/30/2006 7,278,640
Beginning Market Value as of 9/30/2006 7,280,400
WAM at Beginning Date 157
Ending Book Value as of 9/30/2007 8,460,160
Ending Market Value as of 9/30/2007 8,462,901
Unrealized Gain/(Loss) 2,741
Change to Market Value 1,179,760
WAM at Ending Date 242
WAM Policy Benchmark < 270

RESERVE FUNDS

Investment strategies for debt service reserve and contingency funds shall have
as the primary objective the ability to generate a dependable revenue stream to
the appropriate fund from securities with a low degree of volatility. Securities
should be of high quality and, except as may be required by the bond ordinance
specific to an individual issue, of short to intermediate-term maturities. Volatility
shall be further controlled through the purchase of securities carrying the highest
coupon available, within the desired maturity and quality range, without paying a
premium, if at all possible. Such securities will tend to hold their value during
economic cycles. A dollar weighted average maturity of 365 days or less will be
maintained and calculated by using the stated final maturity date of each
security.

Beginning Book Value as of 9/30/2006 1,286,028
Beginning Market Value as of 9/30/2006 1,286,028
WAM at Beginning Date 1
Ending Book Value as of 9/30/2007 1,094,428
Ending Market Value as of 9/30/2007 1,090,945
Unrealized Gain/(Loss) (3,483)
Change to Market Value (195,083)
WAM at Ending Date 326
WAM Policy Benchmark < 365



Investment Strategies Compliance Report
For Period Ending September 30, 2007

BOND FUNDS

Investment strategies for bond funds will have as their primary objective to assure
that anticipated cash flows are matched with adequate investment liquidity.
These portfolios should include at least 10% in highly liquid securities to allow for
flexibility and unanticipated project outlays. The stated final maturity dates of
securities held should not exceed the estimated project completion date. A dollar
weighted average maturity of 365 days or less will be maintained and calculated
by using the stated final maturity of each security.

Beginning Book Value as of 9/30/2006 -
Beginning Market Value as of 9/30/2006 -
WAM at Beginning Date -

Ending Book Value as of 9/30/2007 24,167,779
Ending Market Value as of 9/30/2007 24,167,779
Unrealized Gain/(Loss) -

Change to Market Value [1] 24,167,779
WAM at Ending Date 1
WAM Policy Benchmark < 365

SPECIAL PURPOSE FUNDS

Investment strategies for construction projects or special purpose fund portfolios
will have as their primary objective to assure that anticipated cash flows are
matched with adequate investment liquidity. These portfolios should include at
least 10% in highly liquid securities to allow for flexibility and unanticipated
project outlays. The stated final maturity dates of securities held should not
exceed the estimated project completion date. A dollar weighted average
maturity of 270 days or less will be maintained and calculated by using the
stated final maturity of each security.

Beginning Book Value as of 9/30/2006 3,387,301
Beginning Market Value as of 9/30/2006 3,387,301
WAM at Beginning Date 1
Ending Book Value as of 9/30/2007 2,841,416
Ending Market Value as of 9/30/2007 2,843,581
Unrealized Gain/(Loss) 2,165
Change to Market Value [1] (543,719)
WAM at Ending Date 185
WAM Policy Benchmark < 270



ANNUAL INVESTMENT REPORT

Portfolio Summary By Market Sector

Market Sector Dec 31, 2006 Mar 31, 2007 Jun 30, 2007 Sept 30, 2007

U.S. Federal Agency -Coupon $1,300,000 $5,045,000 $6,665,000 $4,055,000
U.S. Federal Agency-Callable 0 4,600,000 3,950,000 4,950,000
U.S. Federal Agency -Discoun 500,000 900,000 900,000 0
Managed Pools 6,609,313 1,982,085 1,107,346 25,289,758
Money Market 0 1,000,000 0 0
Bank Cash 2,916,156 1,446,082 1,389,071 2,298,738
Total Par Value: $11,325,469 $14,973,167 $14,011,417 $36,593,496

As of September 30, 2007

B Agency Callable

13.53% O Agency Discount

0.00%
O Agency Coupon
11.09%
Bank Cash
O Managed Pools v 6.28%
69.10% W Treasury ot
Discount
0.00%

The portfolio is restricted to U.S. Treasuries, U.S. Agencies, bonds issued by Texas public entities and rated AA
or better, fully insured/collateralized certificates of deposit, and fully collateralized repurchase agreements. The
investments are diversified by security type to protect interest income from the volatility of interest rates and to
protect the portfolio from the risk of principal loss in any one market.

Policy
Performance Indicators Benchmark Dec 31, 2006 Mar 31, 2007 Jun 30, 2007 Sept 30, 2007
Average Yield to Maturity 5.15% 5.17% 5.11% 5.06%
Policy Benchmark-(Six Month T-Bill) 5.06% 5.08% 4.94% 4.19%
Callable Securities < 30.00% 0.00% 30.72% 28.19% 13.49%
Investment By Type <
U.S. Treasuries 100.00% 0.00% 0.00% 0.00% 0.00%
U.S. Agencies 100.00% 15.89% 70.43% 82.18% 24.61%
Managed Pools 50.00% 58.36% 13.24% 7.90% 69.11%
Money Market 50.00% 0.00% 6.68% 0.00% 0.00%
Cash 100.00% 25.75% 9.66% 9.91% 6.28%




ANNUAL INVESTMENT REPORT

Portfolio Summary By Broker/Dealer

Dec 31, 2006 Mar 31, 2007 Jun 30, 2007 Sept 30, 2007

Broker/Dealer
Bank of America $500,000 $0 $0 $0
Coastal Securities* 0 1,425,000 1,425,000 1,050,000
Dain Rauscher 1,300,000 1,300,000 1,300,000 0
SAMCO Capital Markets* 0 3,845,000 4,815,000 1,980,000
Shay Financial* 0 3,975,000 3,975,000 5,975,000

Total Broker/Dealer $1,800,000 $10,545,000 $11,515,000 $9,005,000
Managed Pools/ Depository Bank
Federated* $0 $1,000,000 $0 $0
TexPool* 2,820,817 953,619 966,210 25,146,757
TexStar* 3,788,496 1,028,466 141,136 143,001
Wachovia* 0 0 723,140 2,297,722
NorthStar Bank* 2,916,156 1,446,082 665,930 1,016

Total Managed Pools/Depository Bank $9,525,469 $4,428,167 $2,496,417 $27,588,496
Total Par Value: $11,325,469 $14,973,167 $14,011,417 $36,593,496

(*) Denotes Active Brokers, Managed Pools, and Depository Bank for Fiscal Year 2006-2007

As of September 30, 2007

B Federated*
0.00%
O Shay Financial*
16.25%  Coastal
O Bank of America Securities*
0.00% 2.85%
O Wachovia*
6.77% y O Dain Rauscher
u ng%t;r 0.00%
3 0
O TexPool*
Y B SAMCO Capital
SR M NorthStar Bank* Markets*p
oA 5.38%

To guard against default possibilities, and to promote diversification of bidders, business with any one issuer, or
investment broker, is limited to forty (40%) percent of the total portfolio at any point in time. As shown in the
table below, the portfolio adhered to this provision throughout the quarter.

Policy
Performance Indicators Benchmark Dec 31, 2006 Mar 31, 2007 Jun 30, 2007 Sept 30, 2007
Highest Broker Percent < 40.00% 11.48% 26.55% 34.36% 16.33%



ANNUAL INVESTMENT REPORT
Portfolio Summary By Maturity

Maturity Time Frame Dec 31, 2006 Mar 31, 2007 Jun 30, 2007 Sept 30, 2007
00-30 Days $9,525,469 $4,428,167 $2,496,417 $27,588,496
31-90 Days 500,000 0 4,010,000 1,280,000
91-180 Days 0 4,010,000 1,280,000 1,325,000
181-270 Days 1,300,000 660,000 1,325,000 0
271-360 Days 0 1,325,000 0 1,200,000
361-450 Days 0 0 1,700,000 2,850,000
451-540 Days 0 1,700,000 1,850,000 2,350,000
541 & Over 0 2,850,000 1,350,000 0
$11,325,469 $14,973,167 $14,011,417 $36,593,496
$40,000,000 -
$35,000,000 -
$30,000,000 -
$25,000,000 -
$20,000,000 -
$15,000,000 -
$10,000,000 -
$5,000,000 -
$0 -
Dec 31, 2006 Mar 31, 2007 Jun 30, 2007 Sept 30, 2007

B Reserves [0 Core Portfolio B Liquidity (00-30 Days)

The risk of market price volatility is minimized through maturity diversification. The maturities on our investments
are staggered over a series of three-month increments to provide cash flow based on the anticipated needs of the
City. Liquidity is achieved by matching investment maturities with forecasted cash flow requirements and by
investing in securities with active secondary markets. Short-term investment pools and money market funds
provide daily liquidity and are utilized as a competitive yield alternative to fixed maturity investments.

Policy
Performance Indicators Benchmark Dec 31, 2006 Mar 31, 2007 Jun 30, 2007 Sept 30, 2007
Weighted Avg. Maturity < 270.00 32.00 255.00 222.00 81.00
Maturities < 30 days 5.00% 84.11% 29.57% 17.82% 75.39%




ANNUAL INVESTMENT REPORT
Portfolio Summary By Fund Type

Fund Type Dec 31, 2006 Mar 31, 2007 Jun 30, 2007 Sept 30, 2007
Operating Fund $6,875,891 $11,066,082 $9,804,071 $8,478,738
Reserve Fund 1,266,739 1,028,466 1,000,000 1,100,000
Bond Fund 0 0 0 24,167,779
Special Purpose Fund 3,182,839 2,878,619 3,207,346 2,846,979
$11,325,469 $14,973,167 $14,011,417 $36,593,496

As of September 30, 2007

O Operating Fund
23.11%

O Special Purpose
Fund
7.76%

W Reserve Fund
OBond Fund ; 3.10%
66.03%

As shown in the graph above, the investments in the portfolio are distributed by fund type. Preservation and
safety of principal of these investments is the most important strategy. All investments shall be high quality
securities with no perceived default risk. Market fluctuations will occur; however, by managing the
weighted-average days to maturity (WAM) for each fund type, losses are minimized.

Policy
Performance Indicators Benchmark Dec 31, 2006 Mar 31, 2007 Jun 30, 2007 Sept 30, 2007
WAM by Fund <
Operating 270 52 260 206 242
Reserve 365 1 194 353 326
Bond 365 0 0 0 1
Special/Capital Project 270 1 258 232 185




ANNUAL INVESTMENT REPORT

Economic Development Corporation

Market Sector Dec 31, 2006 Mar 31, 2007 Jun 30, 2007 Sept 30, 2007

U.S. Federal Agency -Coupon $0 $100,000 $100,000 $100,000
U.S. Federal Agency-Callable 0 350,000 350,000 350,000
U.S. Federal Agency -Discount 0 100,000 100,000 0
Managed Pools 1,113,271 626,165 634,433 842,983
Bank Cash 91,368 138,054 238,962 265,059
Total Par Value: $1,204,639 $1,314,219 $1,423,394 $1,558,041

As of September 30, 2007

O U.S. Federal

W Bank Cash Agency -Coupon
17.02% 6.42%
B U.S. Federal
0 Managed Pools OU.S. Federal Agency-Callable
54.08% Agency - 22.48%
Discount
0.00%

The portfolio is restricted to U.S. Treasuries, U.S. Agencies, bonds issued by Texas public entities and rated AA
or better, fully insured/collateralized certificates of deposit, and fully collateralized repurchase agreements. The
investments are diversified by security type to protect interest income from the volatility of interest rates and to
protect the portfolio from the risk of principal loss in any one market.

Policy

Performance Indicators Benchmark Dec 31, 2006 Mar 31, 2007 Jun 30, 2007 Sept 30, 2007
Average Yield to Maturity 5.25% 5.22% 5.19% 5.06%

Policy Benchmark-(Six Month T-Bill) 5.06% 5.08% 4.94% 4.19%
Callable Securities < 30.00% 0.00% 26.63% 24.59% 22.46%
Investment By Type <

U.S. Treasuries 100.00% 0.00% 0.00% 0.00% 0.00%

U.S. Agencies 100.00% 0.00% 41.85% 38.64% 28.88%

Managed Pools 100.00% 92.42% 47.65% 44.57% 54.11%

Cash 100.00% 7.58% 10.50% 16.79% 17.01%
Weighted Avg. Maturity < 270.00 1.00 150.00 104.00 65.00
Maturities < 30 days > 5.00% 100.00% 58.15% 61.36% 71.12%




ANNUAL INVESTMENT REPORT

Crime Control & Prevention District

Market Sector Dec 31, 2006 Mar 31, 2007 Jun 30, 2007 Sept 30, 2007

U.S. Federal Agency -Coupon $0 $125,000 $125,000 $0
Cash in Bank 104,976 0 0 193,389
Total Par Value: $104,976 $125,000 $125,000 $193,389

As of September 30, 2007

O Cash in Bank
100.00%

The portfolio is restricted to U.S. Treasuries, U.S. Agencies, bonds issued by Texas public entities and rated AA
or better, fully insured/collateralized certificates of deposit, and fully collateralized repurchase agreements. The
investments are diversified by security type to protect interest income from the volatility of interest rates and to
protect the portfolio from the risk of principal loss in any one market.

Policy
Performance Indicators Benchmark Dec 31, 2006 Mar 31, 2007 Jun 30, 2007 Sept 30, 2007
Average Yield to Maturity 4.75% 5.25% 5.25% 4.74%
Policy Benchmark-(Six Month T-Bill) 5.06% 5.08% 4.94% 4.19%
Callable Securities < 30.00% 0.00% 0.00% 0.00% 0.00%
Investment By Type <
U.S. Treasuries 100.00% 0.00% 0.00% 0.00% 0.00%
U.S. Agencies 100.00% 0.00% 0.00% 100.00% 0.00%
Managed Pools 100.00% 0.00% 0.00% 0.00% 0.00%
Cash 100.00% 100.00% 100.00% 0.00% 100.00%
Weighted Avg. Maturity < 270.00 100.00 156.00 65.00 1.00




Fund Name

CITY OF CORINTH

INVESTED BALANCE COMPARISON
(For Periods Ending September 30)

Actual

FY 2006-2007

Actual

FY 2005-2006

Variance

OPERATING FUNDS:

01 General Fund

02  Water/Sewer Operations

10 Street Maintenance Sales Tax

46 Storm Water Utility Fund
Wachovia/Cash

RESERVE FUNDS:
04 Debt Service

SPECIAL PURPOSE FUNDS:

03  Water/Sewer Capital Fund
06 Capital Project Fund

11 Roadway Impact Fees

13 Special Revenue

44 Water/Sewer Impact Fees

BOND FUNDS:

50  Water - 2007 C.O.
60 Sewer - 2007 C.O.
70 Streets - 2007 C.O.
80 Drainage - 2007 C.O.

90  All Departmental - 2007 C.O.

OTHER FUNDS:

12 Crime Control & Prevention District

14 Economic Development Corporation

$40,000,000 -
$35,000,000
$30,000,000 -
$25,000,000
$20,000,000 -
$15,000,000
$10,000,000
$5,000,000 -
$-

$ 4,935,000 $ 6,079,223 $  (1,144,223)
620,000 - 620,000
300,000 - 300,000
325,000 - 325,000
2,298,738 2,666,541 (367,803)

$ 8,478,738 $ 8,745,764 $ (267,026)
$ 1,100,000 $ 1,286,028 $ (186,028)
$ 1,100,000 $ 1,286,028 $ (186,028)
$ 750,000 $ 821,199 $ (71,199)
1,553,978 715,504 838,474

- 160,578 (160,578)

250,000 255,181 (5,181)
293,001 - 293,001

$ 2,846,979 $ 1,052,461 $ 894,518
$ 7,274,807 $ - $ 7,274,807
6,960,122 - 6,960,122
7,055,756 - 7,055,756
1,623,730 - 1,623,730
1,253,365 1,253,365

$ 24,167,780 $ - $ 24,167,780
$ 36,593,496 $ 11,084,253 $ 24,609,243
$ 193,389 $ 82,234 $ 111,155
1,558,041 1,219,368 338,673

$ 1,751,430 $ 1,301,602 $ 449,828

INVESTED BALANCE COMPARISON

City of Corinth

B FY 2005-06

$11,984,253

OFY 2006-07

$36,786,885
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$2,000,000 -
$1,750,000 -
$1,500,000 -
$1,250,000 -
$1,000,000 -
$750,000 -
$500,000
$250,000 -

$-

CCD

EDC

EFY 2005-06

82,234

1,219,368

OFY 2006-07

193,389

1,558,041




CITY OF CORINTH
INTEREST EARNINGS COMPARISON
(For Periods Ending September 30)

Actual Actual
Fund Name FY 2006-2007 FY 2005-2006 Variance
OPERATING FUNDS:
01  General Fund $ 347,534 % 242,110 105,424
02  Water/Sewer Operations 44,338 37,008 7,330
10  Street Maintenance Sales Tax 20,053 6,648 13,405
46 Storm Water Utility Fund 13,948 8,061 5,888
$ 425,874  $ 293,828 132,046
RESERVE FUNDS:
04  Debt Service $ 66,666 $ 98,104 (31,439)
$ 66,666 $ 98,104 (31,439)
SPECIAL PURPOSE FUNDS:
03  Water/Sewer Capital Fund $ 55,146 $ 46,231 8,916
06 Capital Project Fund 80,916 36,240 44,676
11 Roadway Impact Fees 11,219 2,628 8,591
13 Special Revenue 13,098 11,013 2,085
44 Water/Sewer Impact Fees 26,764 4,199 22,565
$ 187,144 $ 100,310 86,833
BOND FUNDS:
50  Water - 2007 C.O. $ 18,463 $ - 18,463
60  Sewer - 2007 C.O. 11,393 - 11,393
70 Streets - 2007 C.O. 11,549 - 11,549
80  Drainage - 2007 C.O. 2,658 - 2,658
90  All Departmental - 2007 C.O. 2,052 - 2,052
$ 46,114 $ - 46,114
$ 725,797 $ 492,242 233,555
OTHER FUNDS:
12 Crime Control & Prevention District $ 6,465 $ 2,345 4,120
14 Economic Development Corporation 65,471 48,266 17,205
$ 71,936 $ 50,611 $ 21,325
INTEREST EARNINGS COMPARISON
$100,000 -
$1,000,000 - $90,000 -
$900,000 - $80,000 -
$800,000 - $70.000 |
$700,000 - $60.000 -
$600,000 -
$500,000 $50,000
$400,000 - $40,000 -
$300,000 - $30,000 -
$200,000 - $20,000 -
$100,000 - $10,000 -
$- - - $-
City of Corinth ccD EDC
W FY 2005-06 $492,242 BFY 2005-06 $2,345 $48,266
OFY 2006-07 $725,797 OFY 2006-07 $6,465 $65,471
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City of Corinth, Texas

ANNUAL INVESTMENT REPORT

For Fiscal Year Ended September 30, 2007
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APPENDIX A

I nvestment Report
For Month Ending September 30, 2007
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City of Corinth, Texas

ANNUAL INVESTMENT REPORT

For Fiscal Year Ended September 30, 2007
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First Southwest Portfolio Assessment
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City of Corinth, Texas
Review of Investment Report

First Southwest Asset Management, Inc.
An Affiliate of First Southwest Company

Quarter Ending September 30, 2007

Fund Groups Included: Pooled, Eco Development, and Crime Control

Summary of Exceptions

The following exception(s) were noted during our review of the above-captioned

investment report:

NONE detected

Signature redacted

/Scoe?-D.’ﬁclntyre, CFA
Senior Vice President

First Southwest Asset Management, Inc.

fO/za/ﬂ

Date



= | First Southwest Asset Management, Inc.
= |An Affiliate of First Southwest Company

City of Corinth, Texas
Portfolio Assessment
Quarter Ending September 30, 2007

After careful review of the City portfolios, the foilowing cbservations were made:

*« Consolidated Portfolio
o Yield-to-Maturity is 5.06%
o WAM is 81 days
o Net Asset Value is 1.000
o Percentage Liquid - 75%

The portfolio yield is above the overnight fed funds target rate of 4.75%, but will likely
move downward quickly as evidenced by the short 81-day WAM. The WAM is short
primarily due to an inflow of bond proceeds in September that were placed intoc Texpool,
which has a one{1} day maturity. Liquidity is high with so much concentrated in the pool.

=  Eco Development
o Yield-to-Maturity is 5.109%
o WAM is 65 days
o Net Asset Value is 1.000
o Percentage Liquid -71%

The portfolio vield is well above the overnight fed target, but similar to the consolidated
portfolio, will move down quickly with the shart WAM exposing the portfolio to the current
low interest rate environment.

= Crime Prevention
o Yield-to-Maturity is 4.74%
o WAM is 1 day
o Net Asset Value is 1.000
o Percentage Liquid - 100%

This portfolio is 100% liquid. The small size of the portfolio suggests that investment poois
are an acceptable investment choice in all market conditions.

Signature redacted

fo[lﬁltﬂ‘-

/sﬁm D. Mclntyre, CFA Date
Senior Vice President




First Southwest Asset Management, Inc.
An Affiliate of First Southwest Company

CITY OF CORINTH

ANNUAL INVESTMENT REVIEW
For Year Ending: September 30, 2007

=
&

Fund Groups Included: Pooled, Eco Development, and Crime Control

Documents Necessary for Completion of Review:

v

v
v
v

Annual Investment Report (Qtr)
Quarterly Investment Reports
Sympro Portfclio Management Reports

Collateral Confirmation Reporis

Policy Requirements:

v

v

Unless matched to a specific cash flow, the City may not invest in a security maturing
more than two (2) years from the date of purchase.

The entire City portfolio, or single pooled fund group if utilized, shall maintain a
maximum average dollar-weighted maturity, based on the stated maturity date, of less
than two hundred seventy (270} days.

Portfolio Limitations: U.S. Treasuries-85%; U.S. Agencies-75%; Investment Pools {per
pool}-75%; Repurchase Agreements-75%; CD's-50%, Money Market Funds{per fund)-
50%.

All deposits (including CD’'s and Repurchase Agreements) shall be secured by pledged
collateral with market value no less than 102% of the principal plus accrued interest
less an amount insured by FDIC.

-~
Collateral will be reviewed monthly to ensure the market value of the securities
pledged exceeds investments.

The City may not invest in any single money market fund, a doltar amount that exceeds
10% of the total assets of that fund.

Business with any single security type or any ane financial institution may not exceed
50%.

Report Mechanics:

v

v
v
v
v

Par, Cost, Book, and Market Value = amounts on the Sympro Portfolio Report.
Security prices checked and reasonable.

Perceniage of Market Value to Book Value looks reasonable,

Summary totals agree to totals of Reconciliation.

WAM looks reasonable according to Sales & Purchases, Fund Type, & Policy.



v' Change to Market Value and WAM agree to Quarterly reconciliation change to value +
Sales and Purchases Change.

v"  Review and question any major changes in Change to Market Value or WAM on Book
and Market Repori.

v Check ending totals and WAM to Sympro Report.

v Review Purchases and Sales for compliance with Policy.

v All securities are recorded in proper categories.

v Randomly agree beginning book/market to ending prior quarter.

v Review concentration of broker transactions.

v Sign Page 1 and return the original to Lee Ann Bunselmeyer.

Signature redacted

Mtyre, CFA

Senior Vice President




City of Corinth, Texas

ANNUAL INVESTMENT REPORT

For Fiscal Year Ended September 30, 2007
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Glossary

Accrued Interest - In the sale of a new issue of municipal bonds, the dollar amount, based on the stated
rate or rates of interest, which has accrued on the bonds from the dated date, or other stated date, up to but
not including the date of delivery. When abond is purchased in the secondary market, the dollar amount,
based upon the stated rate of interest, which has accrued on the bond from the most recent interest
payment date, up to but not including the date of settlement. Accrued interest is paid to the seller by the
purchaser and is usually calculated on a 360-day-year basis (assumes each month has 30 days).

Agencies — Federal agency securities.

Arbitrage — Generally, transactions by which securities are bought and sold in different markets at the
same time for the sake of the profit arising from a difference in prices in the two markets. With respect to
the issuance of municipal bonds, arbitrage usually refers to the difference between the interest paid on the
bonds issued and the interest earned by investing the bond proceeds in other securities. Arbitrage profits
are permitted on bond proceeds for various temporary periods after issuance of municipal bonds.
Internal Revenue Service regulations govern arbitrage of municipal bond proceeds.

Asked — The price at which securities are offered.

Bankers Acceptance (BA) — A draft or bill or exchange accepted by a bank or trust company. The
accepting institution guarantees payment of the bill, aswell astheissuer.

Bearer Bond — Bond which is presumed to be owned by the person who holds it. The Tax Equity and
Fiscal Responsibility Act of 1982 requires the issuance of municipal bonds in fully registered form, with
minor exceptions.

Bid — The price offered by a buyer of securities. (When you are selling securities, you ask for a bid).

Book Value — The original acquisition cost of an investment plus or minus the accrued amortization or
accretion.

Broker — A broker brings buyers and sellers together for acommission.

Callable Bond — a bond issue in which all or part of its outstanding principal amount may be redeemed
before maturity by the issuer under specified conditions.

Call Price — The price at which an issuer may redeem a bond prior to maturity. The price is usualy at a
dight premium to the bond’'s original issue price to compensate the holder for loss of income and
ownership.

Call Risk — Therisk to a bondholder that a bond may be redeemed prior to maturity.

Capital Appreciation Bond — Long-term tax exempt security sold at alarge discount. Yield is reinvested
a a stated rate until maturity at which time the investor receives total payment. Latter represents both
principal and interest.

Certificate of Deposit (CD) — A time deposit with a specific maturity evidenced by a certificate. Large
denomination CD’ s are typically negotiable.

Appendix E - Glossary
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Collateral — Securities, evidence of deposit or other property which a borrower pledges to secure
repayment of aloan. Also refersto securities pledged by a bank to secure deposits of public monies.

Commercial Paper (tax-exempt) — Short-term, unsecured promissory notes issued in either registered or
bearer form, and usually backed by a line of credit with a bank. Maturities do not exceed 270 days and
generally average 30 — 45 days.

Comprehensive Annual Financial Report (CAFR) — The official annual report for the City of Denton. It
includes five combined statements for each individual fund and account group prepared in conformity
with GAAP. It aso includes supporting schedules necessary to demonstrate compliance with finance
related to legal and contractual provision, extensive introductory material, and a detailed Statistical
Section.

Coupon — (a) The annual rate of interest that a bond’'s issuer promises to pay the bondholder on the
bond’sface value. (b) A certificate attached to a bond evidencing interest due on a payment date.

Current Yield — Theratio of the annual dollar amount of interest to the purchase price of abond, stated as
a percentage. For example, a $1,000 bond purchased at par with an 8% coupon pays $80 per year, or a
current yield of 8%. The same bond, if purchased at a discounted price of $800, would have a current
yield of 10%.

Dated Date — The date of a bond issue, printed on each bond, from which interest usually starts to accrue,
even though the bonds may actually be delivered at some later date.

Dealer — A dealer, as opposed to a broker, acts as a principal in all transactions, buying and selling for his
own account.

Debenture— A bond secured only by the general credit of the issuer.

Delivery Date — Date on which the bonds are physically delivered in exchange for the payment of the
purchase price. The date of issuance is the same date as the delivery date.

Delivery Versus Payment — There are two methods of delivery of securities: delivery versus payment and
delivery versusreceipt. Delivery versus payment is delivery of securities with an exchange of money for
the securities. Delivery versus receipt is delivery of securities with an exchange of a signed receipt for
the securities.

Discount — The difference between the cost price of a security and its maturity when quoted at lower than
face value. A security selling below original offering price shortly after sale also is considered to be at a
discount.

Discount Securities — Non-interest bearing money market instruments that are issued a discount and
redeemed at maturity for full face value, e.g. U.S. Treasury Bills.

Diversification — Dividing investment funds among a variety of securities offering independent returns.
Federal Credit Agencies — Agencies of the Federal government set up to supply credit to various classes

of ingtitutions and individuals, e.g., S & L’s small business firms, students, farmers, farm cooperatives,
and exporters.
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Federal Deposit I nsurance Corporation (FDIC) — A federal agency that insures bank deposits, currently
up to $100,000 per deposit.

Federal Funds Rate — The rate of interest at which federa funds aretraded. Thisrateis currently pegged
by the Federal Reserve through open-market operations.

Federal Home Loan Banks (FHLB) — The ingtitutions that regulate and lend to savings and loan
associations. The Federal Home Loan Banks play a role analogous to that played by the Federal Reserve
Banks vis-a-vis member commercial banks.

Federal National Mortgage Association (FNMA) — FNMA, like GNMA was chartered under the Federa
National Mortgage Association Act in 1938. FNMA is afederal corporation working under the auspices
of the Department of Housing and Urban Development (HUD). It is the largest single provider of
residential mortgage funds in the United States. Fannie Mag, as the corporation is caled, is a private
stockholder owned corporation. The corporation’s purchases include a variety of adjustable mortgages
and second loans, in addition to fixed-rate mortgages. FNMA's securities are also highly liquid and are
widely accepted. FNMA assumes and guarantees that all security holders will receive timely payment of
principa and interest.

Federal Open Market Committee (FOMC) — Consists of seven members of the Federal Reserve Board
and five of the twelve Federal Reserve Bank Presidents. The President of the New York Federal Reserve
Bank is a permanent member, while the other Presidents serve on a rotating basis. The Committee
periodically meets to set Federa Reserve guidelines regarding purchases and sales of Government
Securitiesin the open market as a means of influencing the volume of bank credit and money.

Federal Reserve System — The central bank of the United States created by Congress and consisting of a
seven member Board of Governors in Washington, D.C., 12 regional banks and about 5,700 commercia
banks that are members of the system.

Fiscal Year — A twelve-month period which determines the time frame for financial reporting, budgeting,
and accounting. At the end of the fiscal year, financial position and results of operations are determined.

Government National Mortgage Association (GNMA or Ginnie Mae) — Securities influencing the
volume of bank credit guaranteed by GNMA and issued by mortgage bankers, commercial banks, savings
and loan associations, and other ingtitutions. Security holder is protected by full faith and credit of the
U.S. Government. Ginnie Mae securities are backed by the FHA, VA or FMHM mortgages. The term
“pass throughs” is often used to describe Ginnie Maes.

I nterest — Compensation for the use of borrowed money, generally expressed as an annual percentage of
the principal amount.

Liquidity — Usually refersto the ability to convert assets (such asinvestments) into cash.

Market Value — The Current face or par value of an investment multiplied by the net selling price of the
security as quoted by a recognized market pricing source quoted on the valuation date.

Master Repurchase Agreement — A written contract covering all future transactions between the parties
to repurchase — reverse repurchase agreements that establishes each party’ s rights in the transactions. A
master agreement will often specify, among other things, the right of the buyer-lender to liquidate the
underlying securitiesin the event of default by the seller-borrower.
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Maturity — The date upon which the principal of a municipal bond becomes due and payable to the
bondhol der.

Money Market — The market in which short-term debt instruments (bills, commercial paper, bankers
acceptances, efc.) are issued and traded.

Note — A written, short-term promise of the issuer to repay a specified principal amount on a certain date,
together with interest at a stated rate, or according to a formula for determining that rate, payable from a
defined source of anticipated revenue. Notes usually mature in less than five years.

Offer — The price asked by a sdller of securities. (When you are buying securities, you ask for an offer.)

Open Market Operations — Purchases and sales of government and certain other securities in the open
market by the New Y ork Federal Reserve Bank as directed by the FOMC in order to influence the volume
of money and credit in the economy. Purchases inject reserves in the bank system and stimulate growth
of money and credit; sales have the opposite effect. Open market operations are the Federal Reserve's
most important and most flexible monetary policy tool.

Original Issue Discount — An amount which represents the difference by which par value exceeds the
public offering price of a new issue or part of an issue of municipal bonds. Origina issue discount is
amortized over the life of the bonds and is generaly treated as tax-exempt interest. When the investor
sells the bonds before maturity, any profit or loss realized on such sae is figured on the adjusted cost
basis for tax purposes. The adjusted cost basis is calculated for each year the bonds are outstanding by
adding the accretion value to the original offering price. The accretion value is determined by the rules
and regulations of the Internal Revenue Service. Selling the bonds at a price in excess of the adjusted cost
basis would result in a taxable gain for the seller, while a selling price below that level would be treated
asalossfor income tax purposes.

Par Value — In the case of bonds, the amount of principal which must be paid at maturity. Par value is
also referred to as the face amount of a security.

Pooled Fund Group — An internally created fund of an investing entity in which one or more institutional
accounts of the investing entity are invested.

Portfolio — Callection of securities held by an investor.

Premium — The amount by which the price paid for a security exceeds par value, generaly representing
the difference between the nominal interest rate and the actual or effective return to the investor.

Primary Dealer — A group of government securities dealers who submit daily reports of market activity
and positions and monthly financial statementsto the Federal Reserve Bank of New Y ork and are subject
to its informal oversight. Primary dealers include Securities and Exchange Commission (SEC) —
registered securities broker-dealers, banks, and afew unregulated firms.

Primary Market — The market for new issues of municipa securities.

Principal — The face amount or par value of a bond or issue of bonds payable on stated dates of maturity.

Prudent Person Rule — An investment standard. In some states the law requires that a fiduciary, such as
a trustee, may invest money only in alist of securities selected by the custody state—the so-called legal
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list. In other states the trustee may invest in a security if it is one which would be bought by a prudent
person of discretion and intelligence who is seeking a reasonable income and preservation of capital.

Qualified Public Depositories — A financial ingtitution which does not claim exemption from the
payment of any sales or compensating use or ad valorem taxes under the laws of this state, which has
segregated for the benefit of the commission digible collateral having a value of not less than its
maximum liability and which has been approved by the Public Deposit Protection Commission to hold
public deposits.

Qualified Representative — A Person who holds a position with a business organization, who is
authorized to act on behalf of the business organization, and who is one of the following:

€) for a business organization doing business that is regulated by or registered with a
securities commission, a person who is registered under the rules of the Nationa
Association of Securities Dealers,

(b) for a state or federa bank, a savings bank, or a state or federal credit union, a member of
the loan committee for the bank or branch of the bank or a person authorized by corporate
resolution to act on behalf of and bind the banking ingtitution; or

(© for an investment pool, the person authorized by the elected official or board with
authority to administer the activities of the investment pool to sign the written instrument
on behaf of theinvestment pool.

Rate of Return — The yield obtainable on a security based on its purchase price or its current market
price. Thismay be the amortized yield to maturity on abond the current income return.

Ratings — Evauations of the credit quality of notes and bonds usualy made by independent rating
services, although many financial institutions also rate bonds for their own purposes. Ratings generally
measure the probability of the timely repayment of principal of and interest on municipal bonds. Ratings
areinitially made before issuance and are continuously reviewed and may be amended to reflect changes
in the issuer’s credit position. The information required by the rating agencies varies with each bond
issue, but generally includes demographics, debt burden, economic base, finances, and management
structure.  The information is evaluated and the issue is assigned a letter rating which reflects the
creditworthiness of the bonds. The higher the credit rating, the more favorable the effect on the
marketability of the bond.

Repurchase Agreement - A simultaneous agreement to buy, hold for a specified time, and sell back at a
future date obligations described by Section 2256.009(a)(1), at a market value at the time the funds are
disbursed of not less than the principal amount of the funds disbursed. The term includes a direct security
repurchase agreement and a reverse security repurchase agreement.

Safekeeping — A service to customers rendered by banks for a fee whereby securities and valuables of all
types and descriptions are held in the bank’ s vaults for protection.

Secondary Market — A market made for the purchase and sale of outstanding issues following the initial
distribution.

Securities and Exchange Commission or SEC — The federa agency responsible for supervising and
regulating the securities industry. Generally, municipal securities are exempt from the SEC’ sregistration
and reporting requirements. However, the SEC has responsibility for the approva of Municipa
Securities Rulemaking Board rules, and has jurisdiction, pursuant to SEC Rule 10b-5, over fraud in the
sale of municipa securities.
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Security — Generally, evidence of debt or equity in a common enterprise in which a person invests in the
expectation of earning income. The term includes notes, stocks, bonds, debentures, mortgages, and other
forms of negotiable and non-negotiable evidences of indebtedness or ownership. Unless exempted, as are
municipal bonds, securities transactions are subject to federal and state regulation.

Separately I nvested Asset — An account or fund of a state agency or local government that is not invested
in a pooled fund group.

Treasury Securities — Debt obligations of the United States Government sold by the Treasury Department
in the forms of hills, notes, and bonds.

Bills — Short-term obligations which mature in one year or less, and are sold at adiscount in lieu
of paying periodic interest.

Notes — Interest bearing obligations which mature between one year and 10 years.

Bonds — Interest bearing long-term obligations which generally mature in 10 years or more.
Yield Curve — A graph which plots the yields on securities with equivalent quality but different
maturities, at a given point in time. The vertical axis represents the interest rates, while the horizontal
axis depicts the years to maturity. The term structure of interest rates, as reflected by the yield curve, will

vary according to market conditions, resulting in a variety of yield curve configurations.

Normal or Positive Yield Curve — Indicates that short-term securities have a lower interest rate
than long-term securities.

Inverted or Negative Yield Curve — Reflects the situation of short-term rates exceeding long-term
rates.

Flat Yield Curve — Reflects the situation when short and long-term rates are the same.

Humpback Yield Curve — An unusua shape, indicating that rates are rising in the early years,
peaking in the middle years and declining in later years.

Yield to Maturity — The rate of return to the investor earned from payments of principal and interest, with
interest compounded semiannually and assuming that interest paid isreinvested at the samerate. Yieldto
maturity takes into account the time value of the investment.

Zero Coupon Bond — A bond which pays no interest, but is issued at a deep discount from par,
appreciating to its full value at maturity.
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