REVISED

Northern Virginia Transportation Authority

The Authority for Transportation in Northern Virginia

FINANCE COMMITTEE
Friday, December 5, 2014 1:00 pm
3040 Williams Drive, Suite 200

Fairfax, VA 22031

AGENDA
I. Call to Order/Welcome Chairman York

II. Summary Minutes of the October 3, 2014 Meeting
Recommended action: Approval [with abstentions
from those who were not present]

Action Items

III. Establish Organizational and Financial Policies Mr. Longhi, CFO
Recommended action: Recommend NVTA Approval of Policies

IV. Establish Employee Handbook Mr. Longhi, CFO
Recommended action: Recommend NVTA Approval of Handbook

V. Establish Tax Exempt Bonds Post-Issuance Tax Compliance Policies and
Procedures Mr. Longhi, CFO

Recommended action: Recommend NVTA Approval of Policy in Substantial
Form

Information/Discussion Items

VI. Update on 2014 Bond Issuance Mr. Longhi, CFO
(no written report)

VII. NVTA Receipts Report Mr. Longhi, CFO

VIII. NVTA Operating Budget Report Mr. Longhi, CFO

IX. Meeting Schedule for 2015 Chairman York



Adjournment

X. Adjournment

Next Meeting: To Be Determined
3040 Williams Drive, Suite 200, Fairfax, Virginia
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Northern Virginia Transportation Authority
b L %

The Authority for Transportation in Northern Virginia

FINANCE COMMITTEE
Friday, October 3, 2014 12:00 pm
3060 Williams Drive, Suite 510
Fairfax, VA 22031

SUMMARY NOTES

I. Call to Order/Welcome Chairman York

e Chairman York called the meeting to order at 11:58am.

e Attendees:

v" Members: Chairman York; Board Member Hynes; Chairman Bulova; Mayor
Parrish; Council Member Rishell.

v Staff: Monica Backmon (Executive Director); Michael Longhi (CFO); Peggy
Teal (Assistant Finance Officer), Camela Speer (Clerk).

v Council of Counsel: Ellen Posner (Fairfax County); Steve Maclsaac (Arlington
County).

v' Other Staff: Tom Biesiadny (Fairfax County); Jason Friess (Arlington
County); Falayi Adu (Loudoun County); Ricardo Canizales (Prince William
County); Noelle Dominguez (Fairfax County); Martina Williams (Loudoun
County); Arthur Anderson (McGuireWoods); JoAnne Carter (PFM)

e There was a brief discussion about the necessity of informing the public about how
the HB 2313 money is being spent and the desire for online NVTA project
mapping. It was suggested that NVTA maps might link to jurisdictional maps.
Ms. Backmon responded that public notification is part of the NVTA
Communications Plan and that NVTA online project maps are being created.

e Mayor Parrish noted that he presented on behalf of the Authority at the NVTA
Alliance meeting this past week. He thanked the staff for their support and
assistance with this presentation.

II. Summary Minutes of the September 5, 2014 Meeting

e Board Member Hynes moved to approve the minutes of September 5, 2014
seconded by Chairman Bulova. Motion carried with four (4) yeas and one (1)
abstention [with Mavor Parrish abstaining as he was not at the September

meeting].




Action Items

III. Agreement Between the Northern Virginia Transportation Authority and the
Arlington County Treasurer’s Office Mr. Longhi, CFO

Mr. Longhi briefed the Committee on the proposal to create an agreement between
the Northern Virginia Transportation Authority and the Arlington County
Treasurer’s Office.

He noted that due to changes at LGIP, it is difficult for NVTA to move regional
revenue funds to recipients that are not members. He stated that creating this
agreement with Arlington will ensure no disruption in payments. Arlington will
only be used for transfers that are of significant size and cannot be completed
through LGIP. He added that a similar agreement was in place with Arlington
since 2007. The current version of the agreement does not include NVTC, as
accounting services are not required.

Chairman Bulova moved that the Finance Committee recommend to the Authority
approval of the Agreement between the Northern Virginia Transportation
Authority and the Arlington County Treasurer’s Office related to Funds Transfer
Assistance; seconded by Board Member Hynes. Motion carried unanimously.

Information/Discussion Items

VI. PayGo and Financing Cycle Planning and Coordination Mr. Longhi, CFO

Mr. Longhi briefed the Committee on the need to start the PayGo and Financing

Cycle Planning and Coordination. He noted this is the beginning of the

conversation and that we are moving toward a Capital Improvement Program.

Ms. Backmon noted that it is the responsibility of the Finance Committee to make

recommendations on which funding mechanism to use for projects.

Brief discussion followed. Key points:

v Will develop principals of financial management.

v' Suggested researching financial management plans of other organizations.

v" Interest expressed in comparing the long term costs of bond versus pay-go
funding.

v’ Discussion followed as to how the NVTA will develop over time. How the
NVTA is best served by the transportation funding available now and the need
to look at transportation regionally, not jurisdictionally.



v

The NVTA debt management policy sets the debt service coverage to be a
minimum of 2x. This was established to achieve at least an AA rating
objective.

The conversation about the financial management policy will begin at the long-
term benefits work session and will need to be geographically and modally
balanced.

Need to discuss regional projects of importance as we update our plan.

Next step is for staff to develop discussion papers. It is expected that these will be
presented to the Finance Committee in November.

VII. Update on 2014 Bond Issuance and Sale Activities (Verbal Report)

Mr. Longhi, CFO/JoAnne Carter PFM/Arthur Anderson McGuireWoods

Mr. Longhi updated the Committee on the 2014 Bond issuance and sales activities.
It was noted that:

v
v

AN NN

Jurisdictional staff was involved in the selection of the underwriters.

PFM did an excellent job in their preparation of the Authority ‘picture’ and in
personally preparing the NVTA team for the Bond presentations.

Presentations went very well, due in significant part to the strength of the nine
jurisdictions.

Rating will not be public until after staff has analyzed them.

The objective is to receive a AA rating.

The General Assembly question was raised and the “kill switch” wording was
explained. It was added that the analysts are familiar with legislative processes
in Virginia.

Mr. Longhi stated that a supplemental bond resolution will need to be approved at
the October 24 meeting of the Authority.

v

v
v

Mr. Anderson briefed the Committee on the process that requires this

supplemental Bond resolution.

It was noted that there are no policy changes from the original bond resolution.

The supplement merely fills in information that was not available when

resolution was drafted and passed.

There are three changes:

» Reduction of the size of the bond issuance.

> Bond name change to Transportation Special Tax Revenue Bonds for
clarification to the potential purchasers.

» Extend the final authorized maturity date to the year which is 21 years after
the dated date of the bonds.

Mavor Parrish moved that the Finance Committee authorize Chairman York as

Chair of the Committee to recommend to the Authority approval of the

Supplemental Bond Resolution; seconded by Board Member Hynes. Motion

carried unanimously.




VIII. NVTA Receipts Report Mr. Longhi, CFO

Mr. Longhi briefed the Finance Committee on the NVTA receipts report. He

noted that:

v’ There was a 2% negative variance at the close of FY2014.

v All jurisdictions have received FY2014 30% funds.

v' Currently four (4) jurisdictions are receiving FY2015 30% funds. It is expected
that by December we will to be close to 100%.

v" Revenues to date are positive, but are not indicative of the entire year.

IX. NVTA Operating Budget Report Mr. Longhi, CFO

Mr. Longhi reported that the NVTA operating budget is moving forward and that

there is nothing of note to report.

Chairman York noted that next Finance Committee meeting projected for

November 7 may not be necessary, but that we will wait to see if it is needed

before cancelling it.

Ms. Backmon distributed a draft copy of the VDOT SPA to the Finance

Committee’s. It was noted that:

v" The VDOT SPA will go to the Authority for approval at the October 9
meeting.

v The SPA will be used for VDOT projects that are receiving NVTA funding,
regardless of the project sponsor.

Discussion followed as to whether VDOT or the jurisdiction were responsible for

controlling the project, coordinating public information and protecting locality

construction requirements on VDOT projects.

Ms. Backmon added that the NVTA is looking into signage that would indicate a

project is funded by NVTA.

Adjournment

X. Adjournment

Meeting adjourned at 1:06pm.

Consensus was that if the November 7 meeting was necessary it would be at noon.
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NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

MEMORANDUM
TO: Chairman York and Members of the NVTA Finance Committee
FROM: Michael Longhi, Chief Financial Officer
DATE: November 25, 2014

SUBJECT: Establish Organizational and Financial Policies

1. Purpose. Presentation of proposed Organizational and Financial Policies for consideration
of a recommendation to the Authority for approval.

2. Suggested motion. I move Finance Committee recommend to the Authority approval of the
proposed Organizational and Financial Policies.

3. Background. Best practices and the annual audit call for organizational and financial
polices even in small organizations. The Authority staff have worked to develop
organizational and financial policies. The documented policies will serve to foster
transparency, understanding and consistency in Authority business practices. The Council
of Counsels has reviewed the proposed policies. Attached policies include but are not
limited to:

Code of Ethics
Conflict of Interest
Fraud
Debt Policy (previously approved)
Financial Management Policy
Audit Policy
Procurement Policy (minor change from last adoption)
Employee Travel and Reimbursement
Budget Policy
Investment Policy
Operating Cash Management
Distribution of 30% Funds

. Regional Revenue Funds (70%)
Continuing Disclosure and Post Issuance

B AT @ Me A0 T

4. Next Steps. This is envisioned as a set of living documents. Updates will occur as the
Authority grows and matures as an organization.



Attachment: NVTA Organizational and Financial Policies

Coordination: Council of Counsels
Bond Counsel (Bond Related Policies)
Financial Advisor (Bond Related Policies)
PBMares — Authority’s Independent Auditor



» >  Northern Virginia Transportation Authority

The Authoriry for Transporiarion m Norvthern Viramia

ORGANIZATIONAL
AND FINANCIAL
POLICIES

DRAFT 12.4.14

3040 Williams Drive ¢ Suite 200 « Fairfax, VA 22031 + www.TheNoVaAuthority.org



NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policies

Organizational Policies

1.

2.

Code of Ethics

Conflict of Interest

. Whistle Blower Protection

Fraud

Freedom of Information Act Requests

Records Retention

Confidential Commonwealth and Local Tax Information

Regional Benefit Over Time Report Preparation

Financial Policies

9.

10.

11.

12.

13.

14.

15.

Draft 11.14.14
Draft 11.14.14
Draft 11.14.14
Draft 11.14.14
Draft 11.14.14
Draft 11.14.14
Draft 11.14.14

In development

Debt Management Approved December 12, 2013

Financial Management (Financial Operations)

Audit

Procurement (Replacing Resolution of December 12, 2013)
Investment

Employee Travel and Reimbursement

Budget

Operating Cash Management

Capital Asset Accounting

Purchase Card

B o a0 o

Distribution of 30% Funds

Regional Funds 70% Funds
Continuing Disclosure & Post Issuance
Computer and Electronic Systems Use

Post Issuance and Tax Compliance Policy and Procedure

Draft 11.14.14
Draft 11.14.14
Draft 11.14.14
Draft 11.14.14
Draft 11.14.14
Draft 11.14.14
Draft 11.14.14
Draft 11.14.14
Draft 11.14.14

Draft 11.14.14
Draft 11.14.14
Draft 12.3.14
Draft 11.14.14

Draft 12.3.14
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NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 1 -- Code of Ethics

Purpose. The purpose of this policy is to define a foundation of behavior for the
Northern Virginia Transportation Authority (NVTA) employees/staff. This official
guidance establishes an ethical framework for the actions of executive management,
staff members, and jurisdiction staff working on behalf of the NVTA.

General. The code is intended to inspire a superior level of conduct, sensitivity and
sound judgment for employees and to complement, not replace all professional codes
of ethics. Employees should be aware of and abide by their respective professional
values and requirements. Employees must perform their designated function in a
manner that reflects the highest standards of ethical behavior. Employees are
obligated to respect, honor and uphold the Constitution, laws and legal regulations,
policies and procedures of the United States, and the Commonwealth of Virginia.

Values. The code of ethics is supported by six core principles that form the ethical
foundation of the organization: Honesty, Public Service, Respect, Responsibility,
Stewardship and Trust.

A. Honesty. Be truthful in all endeavors; be honest and forthright with each other
and the general public. s

B. Public Service. Ensure all actions taken and decisions made are in the best
interest of the general public.

C. Respect. Treat all individuals with dignity; be fair and impartial; affirm the value
of diversity in the workplace and at the NVTA; appreciate the uniqueness of each
individual; create a work environment that enables all individuals to perform to
the best of their abilities.

D. Responsibility. Take responsibility for actions; conduct all workplace actions
with impartiality and fairness; report concerns in the workplace, including
violations of laws, policies and procedures; seek clarification when in doubt;
ensure that all decisions are unbiased.

E. Stewardship. Exercise financial discipline with assets and resources; make
accurate, clear and timely disclosures; maintain accurate and complete records;
demonstrate commitment to protecting entrusted resources.

F. Trust. Build regard for one another through teamwork and open communication;
develop confidence with the public by fulfilling commitments and delivering on
promises.

Approved by the Finance Committee: (Date)
Approved by Northern Virginia Transportation Authority: (Date)
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NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 2 -- Conflict of Interest

Purpose. The purpose of this policy is to ensure that the Northern Virginia
Transportation Authority (NVTA) employees/statf participate in the Authority’s
business in a manner free from any conflicts of interest or the appearance of a conflict
of interest.

General. All staff shall comply with the Sstate and Local Government Conflict of
Interests Act and this policy. Consistent with the intent of the Code of Virginia §2.2-
3114 and 2.2-3115, senierstaff in positions that may influence financial decisions of
the Authority shall file a “Statement of Economic Interests” by Fanuary-December 15th
and June 15th of each yearyearwith-the-Exeeutive-Direetoras required by law with the
Clerk to NVTA and the Virginia Conflict of Interest and Ethics Advisory Council.-
The NVTA recognizes elected officials are required to biannually file a-their Statement
of Economic Interests swith-through their locality.

Procedures.

A. Recusal. In the event that a staff member is conflicted (consistent with the
parameters provided in his/her “Statement of Economic Interests”) or would have
the appearance of potentially being conflicted, the staff member shall recuse
him/herself from any discussion or deliberation of the relevant item. The record of
the relevant meeting shall reflect such recusal.

B. Process. In December and June of each year, the Executive Director shall remind
relevant staff of the biannual requirement. Statements will be provided to the
Executive Director by January-December 15™ and Junel5th-of each year. The
Executive Director will inform the chair of the Authority that he/she has completed
and filed his/her statement. Statements shall be filed with the State and a copy will
be retained in an appropriate file by the Executive Director.

C. Designated Staff. Staff members with responsibility for financial advice,
transactions or project selection shall be required to file a statement as specified by
the Executive Director. As a minimum, this will include the Executive Director,
Chief Financial Officer,-and Assistant Finance Officer and Project Coordinators.

Approved by the Finance Committee: (Date)
Approved by Northern Virginia Transportation Authority: (Date)



II.

IIL.

NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 3 — Whistle Blower Protection Policy

Purpose. The purpose of this policy is to provide the Northern Virginia Transportation
Authority (NVTA), executive management, employees, and-staff from member jurisdictions
and the public, who participate in the NVTA’s business, a means of raising concerns —
without retribution -- in the event they believe any person(s) associated with the NVTA has
been, or is engaged in, illegal or unethical behavior relevant to the NVTA’s operation or is in
violation of written NVTA policy.

General. The Northern Virginia Transportation Authority shall adhere to all federal, state
and local laws, and regulations that apply to the NVTA and to the NVTA policies. In
support of this overarching principle, this policy has been established to encourage person(s)
to feel confident in raising concerns, to ensure person(s) raising a concern(s) receive a
response for their concerns, and that if they raise concerns there will be no retaliation (for
having raised the concern).

For employees and jurisdiction staff an “open door” policy exists. They are encouraged to
share their questions, concerns, suggestions or complaints with the Executive Director. In

the event where there are circumstances that this may be inappropriate, staff should contact
the Chief Financial Officer (CFO)_.or NVTA Counsel.

Specific Provisions.

A. General protection. Everyone’s support is necessary in achieving compliance with
relevant laws, regulations, and policies. In the interest of ensuring such compliance, a
person(s) raising a concern is protected from retaliation if they bring an alleged unlawful
activity or practice that is relevant to the eperation-or+eputatienparties of interest of the
NVTA to the attention of the Executive Director and provides the NVTA with a
reasonable opportunity to investigate and correct the alleged unlawful or inappropriate
activity or behavior.

B. Complaint. If any person(s) associated with the NVTA reasonably believes in good faith
that some policy, practice, or activity of the NVTA is in violation of law or written
NVTA policy, a written complaint must be filed by that person with the Executive
Director, or, the CFO. A complaint involving the Authority Chairman shall be filed with
the Finance Committee Chairman. Anonymous complaints are acceptable, however may
hinder any investigation. The Executive Director shall inform the Authority Chairman of
any complaint and keep the Chairman informed of any investigation and its outcome.
Depending on the nature, seriousness, and sensitivity of the complaint, the Authority
Chairman shall inform the Authority members (in closed session). The Authority shall
establish the appropriate investigatory steps to be taken.

C. Examples. Some examples of unlawful activity, policy, or practice include but are not
limited to:



IV.

1. Theft, either petty or serious

2. A criminal offense (Federal or Commonwealth of Virginia)
3. Breach of statutory regulations, including health and safety
4. Breach of NVTA policy

5. Dishonesty

6.

Any attempts to cover-up or conceal any of the above

D. Investigation. Once a complaint has been received, the complainant will be informed by
the Executive Director, or responsible person, as noted in Section 3IIL.b, within ten (10)
business days of how the investigation will proceed and if it will result in an internal
inquiry or a more formal investigation. Upon conclusion of any investigation, the
complainant shall be informed of its results (with appropriate sensitivity to any
confidential information). All complaints shall remain confidential (other than in cases
where appropriate investigatory agencies may need to be involved).

Non-retaliation. The NVTA shall not retaliate against a person(s) who in good faith has
made a protest or raised a complaint against some practice of the NVTA or of another
individual or entity with whom the NVTA has a business relationship on the basis of a
reasonable belief that the practice is in violation of law or NVTA written policy and
complainant follows the procedures outlined in this policy.

Informed Staff. The Executive Director shall ensure the NVTA and jurisdiction staff arc
aware of this policy.

Approved by the Finance Committee: (Date)
Approved by Northern Virginia Transportation Authority: (Date)



NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 4 -- Fraud and Related Improprieties

I.  General. The Northern Virginia Transportation Authority (NVTA) is committed to
preventing fraud and similar improprieties in the workplace and in work related matters.
Staff are expected to be sensitive to any improprieties that might occur within their areas
of responsibility and bring to the attention of the Executive Director any concerns they
might have of suspected fraud or other improprieties.

II. Definition. Fraud is any use of falsehood or deception with regard to theft or intentional,
reckless, or negligent misuse, destruction, falsification, alteration, concealment,
misappropriation, waste or abuse of NVTA funds, property, or time in order to secure
direct or indirect financial or material gain, personal advantage, or other benefit, or for
other reasons. Fraud includes other acts of omission or commission similar in nature to
the foregoing. Specific examples of fraud include, but are not limited to:

e TFalsification or alteration of official NVTA records or data.

e Malicious damage or deliberate destruction of NVTA property, data or records.

o Theft, misappropriation, or unauthorized removal or misuse of NVTA funds,
records, or property.

e Seeking or accepting anything of material value from vendors or persons seeking
to do business or currently providing services/materials to the NVTA (e.g., favors,
kickbacks or bribes).

e Neglecting or subverting job responsibilities in exchange for an actual, expected,
or promised reward.

s Violations of State and Local Conflict of Interests Act.

e _Violations of the Virginia Public Procurement Act.

III. Reporting Fraud or Potential Fraud.

A. NVTA Employee, Vendor or Contractor. Any NVTA staff with reason to believe
that another employee, vendor or contractor of a company or external entity doing
business with the NVTA is engaged in fraudulent conduct will promptly report such
information or concern to the Executive Director.

B. Executive Director. Any NVTA staff with reason to believe that the Executive

Director is engaged in fraudulent conduct will promptly report such information or
concern to the Authority Chairman.

IV. Investigative Procedures.!

! In the unique circumstance of the Executive Director being suspected of fraud, the Authority Chairman will
modify these procedures #s-with such modilication as are_appropriate.




. Immediate Action. Upon being informed of suspected fraud, the Executive Director
will make a determination whether the alleged incident or activity appears fraudulent.
In doing so, he/she will consult with the NVTA Ceuneil-ef-Counsels. If the incident
or activity appears to be fraudulent, the Executive Director will:

e Take appropriate steps to limit additional damage or loss to the NVTA by
securing records, equipment, etc.,

e Advise the Authority Chairman of the alleged fraud or impropriety,

e As appropriate, obtain legal advice from the NVTA Eeuretl-efCounsels,
As appropriate, contact the local police department, reporting the suspected
fraud and obtaining additional advice on how best to resolve the issue and
ensure appropriate prosecution.

. Investigative Responsibility. The Executive Director, in consultation (as
appropriate) with local police and the NVTA Eeuneil-of-Counsels, will determine the
appropriate approach to any investigation. A senior NVTA employee may be
directed to conduct an investigation or, in some cases, the investigative responsibility
may rest with the local police department. No individual employee will attempt on
his/her own to investigate the suspected fraud unless so directed by the Executive
Director.

. Confidentiality. Employees shall not discuss or disclose the facts, suspicions, or
allegations with anyone involving fraudulént (or alleged fraudulent) conduct except
as provided for in this policy or unless specifically directed to do so by those
responsible for the investigation. Allegations will be treated with the highest degree
of confidentiality and sensitivity.

. Personal Workspace. It is important that respect be maintained for personal
workspaces. Howeyver, at times, searches of workspaces may be necessary to
thoroughly investigate an allegation or incident. Those responsible for the
investigation have the authority to examine, copy and/or remove all or any portion of
the contents of computers, files, desks, cabinets, lockers and storage facilities without
the prior knowledge or consent of any individual who may use or have custody of
such premises or own any such items. Employees have no right or expectation of
privacy in any computer, desk, file cabinet, locker or other storage facility used to
conduct NVTA business, or located on any premises owned, leased, or controlled by
the NVTA. Review of records, the confidentiality of which is protected under state or
federal law, will be coordinated with the Executive Director (and with counsel).

. Recovery of Losses. Every effort will be made to effect recovery of NVTA losses
from the responsible person(s) where such effort is in the best interest of the NVTA.

. Report. Once an investigation is concluded, the findings will be documented and
recommendations for appropriate action will be made by the investigating person.



G. Public Information. All contact with the media and decisions on release of any
information will be made by the Executive Director in coordination with the
Authority Chairman.

V. Retaliation. It is a violation of this policy to retaliate against or penalize any individual
for reporting a violation of this policy or for cooperating, giving testimony, or
participating in an investigation concerning a violation of this policy. Appropriate
disciplinary action will be taken against those found retaliating against the employee.

VL.  Failure to Report or Cooperate. Failure to report information indicating a violation of
this policy, and refusal to respond to questions or failure to cooperate in an investigation
of violations of this policy violate the administrative regulations and are subject to
disciplinary action.

Approved by the Finance Committee: (Date)
Approved by Northern Virginia Transportation Authority: (Date)



NORTHERN VIRGINIA TRANSPORTATION AUTHORITY
Policy Number 5 — Freedom of Information Act Requests

L. Purpoese. The purpose of this policy is to affirm the intent of the Northern Virginia
Transportation Authority (NVTA) to adhere to the Virginia Freedom of Information Act
(FOIA) which guarantees citizens of the Commonwealth and representatives of the media
access to public records held by public bodies, public officials and public employees.

II.  Policy. The Authority will seek adhere to the Virginia Freedom of Information Act and the
Public Records Act in the conduct of meetings, recordingund-retention-of-minutes;retention

of public records, and responsiveness to requests for records under the-AetFOIA.

III.  Specific Provisions of Policy.

A. All FOIA requests for information must be routed or presented to the Executive Director.

B. All requests will be responded to within five working days of receipt. ‘Day one’ is
considered the day after the request is received.

C. FOIA permits the charging of aet#al-reasonable costs, not te exceed actual costs, of
responding to requests. The Executive Director with assistance from the Chief Financial
Officer will determine if there is a cost to be charged for the record request.

D. The Executive Director may at his/her option consult with the NVTA Ceuneit-of
Counsels with regard to FOIA matters and before or during the process of responding to
any FOIA requests.

Approved by the Finance Committee: (Date)
Approved by Northern Virginia Transportation Authority: (Date)
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NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 6 — Records Retention Policy!

Purpose. The purpose of this policy is to ensure that the Northern Virginia Transportation
Authority (NVTA) is compliant with federal and state requirements for records retention.

General. The Virginia Public Records Act (Code of Virginia §42.1-76 et seq.) defines public
records: "Public record" or "record" means recorded information that documents a
transaction or activity by or with any public officer, agency or employee of an agency.
Regardless of physical form or characteristic, the recorded information is a public record if it
is produced, collected, received or retained in pursuance of law or in connection with the
transaction of public business. The medium upon which such information is recorded has no
bearing on the determination of whether the recording is a public record.

Federal and state requirements, as well as good business practice, dictate that the NVTA have
a disciplined and organized approach to records retention. Although the Sarbanes-Oxley
legislation was largely aimed at private sector businesses, many of its requirements are seen
as also appropriate for the public sector.

III. Specific Requirements of Policy. Fhe-felowingNVTA documents shall be maintained for

the periods se-indicated in the schedule adopted by the Library of Virginia in accordance
with the Public Records Act.:
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Electronic Records. Electronic records will be handled as if they were paper documents.
Any electronic files that can be classified into one of the above items will be maintained
according to that guideline. If there is sufficient reason to keep an cmail message, the
message should be printed in paper copy and kept in the appropriate file or moved to an
“archive” computer file folder. Backup and recovery methods will be tested on a regular
basis.

Safekeeping. The Executive Director shall designate a staff member with responsibility for
compliance with this policy. NVTA documents shall be maintained in a safe, and secure, and
accessible manner. Electronic files will be backed up nightly.

Destruction of Documents. Financial and employee related documents will be destroyed by
shredding. Document destruction will be suspended immediately upon any indication of an
official investigation or when a lawsuit is filed or appears imminent. Destruction will be
reinstated upon conclusion of the investigation.

Compliance. All NVTA employees shall comply with the details of this policy. Failure to
comply may result in civil and/or criminal sanctions. The Executive Director will
periodically review these procedures with legal counsel and/or outside certified public
accountants to ensure that NVTA remains in compliance with new or revised regulations.

Approved by the Finance Committee: (Date)
Approved by Northern Virginia Transportation Authority: (Date)
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NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 7 — Confidential Commonwealth and Local Tax Information

Purpose. The purpose of this policy is to affirm the intent of the Northern Virginia
Transportation Authority (NVTA) to adhere to the Code of Virginia §58.1-3 Secrecy of
Information; penalties.

Policy. The Authority will adhere to the Code of Virginia §58.1-3, Secrecy of Information;

penalties in the conduct of meetings, publication of information, communication with outside
parties, recording and retention of public records and responsiveness to requests for records.

Specific Provisions of Policy.

A. Except in accordance with a proper judicial order or as otherwise provided by law,
Authority employees shall not divulge any information acquired by them in the
performance of duties with respect to the transactions, property, including personal
property, income or business of any person, firm or corporation.

B. The publication of statistics so classified as to prevent the identification of particular
reports or returns items identified to a single taxpayer is permitted.

C. Authority employees will ensure that all confidential information provided to them in the
course of their work is physically secured and properly disposed of when no longer
needed.

D. Any employee with any questions on the implementation of this policy should consult
with the Chief Financial Officer before allowing any information to be used or released
outside of the Authority.

Approved by the Finance Committee: (Date)
Approved by Northern Virginia Transportation Authority: (Date)



NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 9 -- Debt Management Policy

This debt management policy is adopted to implement the debt program of the Northern Virginia
Transportation Authority (the “Authority” or “NVTA?”) as authorized by the Code of Virginia
§33.2-2512. The purpose of the Authority’s Debt Management Program will be to support the
construction program of the Authority while achieving the lowest cost of capital. In order to
accomplish this goal, it will be necessary to adopt policies and procedures that ensure the highest
credit quality, assure access to capital markets and preserve financial flexibility.

The Authority’s goal is to achieve a minimum rating in the double-A category on its senior lien
debt obligations. Therefore, the Authority shall implement policies and procedures for managing
debt including overarching financial policies for maintaining a high quality debt program and
detailed guidelines for debt issuance. The policy will guide decisions on all debt issued by the
Authority and also assist the Authority in realizing debt service savings and efficiencies.
Specifically, the policies will support the following objectives:

« Achieve and maintain a double-A category rating from one or more of the nationally
recognized municipal bond credit rating firms for all senior lien revenue debt;

« Guide the Authority and its managers in policy and debt issuance decisions;

« Maintain appropriate capital assets for present and future needs;

e Promote sound financial management;

« Ensure legal use of the Authority’s debt issuance authority;

« Promote cooperation and coordination with other stakeholders in the financing and
delivery of transportation services and infrastructure; and

« Evaluate debt issuance options

Application of Revenues

A. NVTA Act — Section 33.2-2509 of the NVTA Act authorizes the use of revenues of the
Northern Virginia Transportation Authority (including regional tax and fee revenues
transferred from the NVTA Fund established under Section 33.2-2509) as follows:

1. Solely for transportation purposes benefitting those counties and cities embraced by
the Authority.

2. Thirty percent (the "30 Percent Share") shall be distributed to the localities on a pro
rata basis subject to reduction under the "maintenance of effort" provisions of
Section 33.2-2510.B.1.

3. The remaining seventy percent will be distributed as follows:

a. First to pay debt service on bonds issued by the Authority and secured by a
pledge of such moneys;

b. For "pay-as-you-go" projects;

c. Each project financed by such moneys or bonds secured thereby must meet the
following criteria:
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i, Must be (x) in regional transportation plan in accordance with Section 33.2-
2510) (“TransAction 2040”) and be rated in accordance with Section 33.2-
257 or (y) a mass transit capital project that increases capacity;'

ii.  Must reflect the Authority's priority for selecting projects that are expected
to provide the greatest congestion reduction relative to the cost of the
project;

iii.  Must be located (x) only in localities embraced by the Authority or (y) in
adjacent localities but only to the extent that such extension is an
insubstantial part of the project and is essential to the viability of the project
within the localities embraced by the Authority ; and

iv.  Must result in each locality's total long-term benefit being approximately
equal to the proportion of the total of the fees and taxes received by the
Authority that are generated by or attributable to the locality.

B. Master Indenture of Trust — The Master Indenture of Trust approved on July 24, 2013,
further specifies that all amounts transferred from the NVTA Fund are deposited to a
Revenue Fund and are distributed as follows:

1. First, the 30 Percent Share is deposited in the Member Locality Distribution Fund;
a. And then from such Fund to the Operating Fund in an amount sufficient to fund
the next 30 days of operations;
b. And then from such Fund to each locality its pro rata portion of the remaining
30 Percent Share (subject to reduction as described above);
2. Then the remaining amounts (the "Regional NVTA Funds") must be distribuled in
the following order of priority:
a. To fund all senior debt service requirements;
b. To fund all debt service reserve requirements (if due);
¢. To fund subordinate debt service requirements (if due); and
d. To fund all rebate fund requirements (if due).
3. Once all debt service requirements are met, the remaining Regional NVTA Funds
are deposited to the NVTA General Fund available for any other lawful purpose of
the Authority, including the construction of "pay-as-you-go" projects.

II. Debt Management Planning

A. Debt Affordability Criteria (Debt Capacity)

1. Debt Capacity — For planning purposes, Debt Capacity for the issuance of new debt
shall be calculated as a function of the projected Regional NVTA Funds, as defined
in the Master Indenture of Trust.

a. It should be stressed that in accordance with the terms of the Master Indenture
of Trust and the order of precedence defined in the Code of Virginia, debt
service payments shall have precedence over all other obligations of the
Authority.

b. Debt Capacity shall be projected forward a sufficient time to support the cash
flow requirements of the Authority’s adopted long range capital plan together
with funds identified for pay-as-you-go construction.

! For "regional funds" received in FY 2014, the rating requirement does not apply.



2. Debt service coverage requirements:

a. NVTA strives to set policy targets for debt service coverage at the minimum
levels necessary, in light of relevant criteria and methodologies of the credit
rating agencies and recommendations of NVTA’s Financial Advisor, to achieve
a minimum of a AA category rating on senior lien debt.

b. For senior lien debt: The ratio of annual Regional NVTA Funds to annual
senior lien debt service will be a minimum of 2.0 times. A proforma calculation
for this ratio is included as Exhibit 1 to this policy.

c. For subordinate lien debt: The ratio of annual Regional NVTA Funds minus
annual debt service on senior lien debt to annual subordinate lien debt service
will be a minimum of 1.30 times. A proforma calculation for this ratio is
included as Exhibit 1 to this policy.

3. Treatment of Local Revenues:

a. Required Transfers — Authority revenues earmarked for transfer to the member
localities, the 30 percent share will not be included in the debt capacity
calculation or calculation of coverage requirements.

4. “Pay go” and reserve set asides — Any portion of Regional NVTA Funds not
utilized for debt service due to coverage requirements will be set aside for pay-as-
you-go capital financing and additional reserves as required by this policy over a
reasonable period of time as determined by the Authority.

5. Reserve and liquidity levels
a. Debt Service Reserve Fund — Consistent with the provisions of the Master

Indenture of Trust, each bond issue may include a Debl Service Reserve Fund
(“DSRF”) funded from bond proceeds, Regional NVTA Funds or the NVTA
General Fund as determined by the Authority at the time of issuance. In
considering the need for this structural feature, NVTA may consider whether it
is economically advantageous to have a DSRF and the potential impact on the
existing credit ratings on the Authority’s outstanding bonds, among other
factors.

b. Working Capital Reserve — The Authority will maintain a Working Capital
Reserve account in its General Fund equal to at least six months of the
budgeted, annual Regional NVTA Funds. Such funds may be used within a
fiscal year to manage any mismatches in the actual receipt of revenue and the
disbursement of funds for project construction to project implementing entities.
If tapped, the Executive Director of the NVTA will develop and submit to the
Authority Board a plan to restore the Working Capital Reserve to its minimum
level over a period not to exceed 18 months. The NVTA will revisit the level of
this reserve no later than June 30, 2015 to reflect its actual cash flow patterns
and experience and periodically as needed.

B. Bond Structure
1. Term of Bonds. NVTA shall strive to match the financing period with the
economic life of the asset being developed in general conformance with the
following guidelines:
a. Short term debt (less than ten years) normally should be used for projects with
an economic life of 0 to 15 years, but may be used at any time to restructure the



Authority’s outstanding debt portfolio to reduce the average life of the
Authority’s bonds. ,

b. Terms of the bonds for major construction projects shall not exceed 30 years
which is less than the 40 year maximum term of debt permitted under Section
15.2-4519.B.1.

¢. The Authority will attempt to achieve an average bond life for all aggregate
outstanding debt of less than 20 years in order to ensure that significant debt
capacity is available to meet the future needs of the Authority.

2. Capitalized Interest. The Authority intends to pay interest on all debt obligations
when due from current revenues unless the capitalization of interest shall be
deemed necessary and prudent or the best interest of the Authority for any project
specific financing. If used, the capitalized interest period and amount shall not
exceed that which is necessary to complete the construction petiod.

3. Debt Service Repayment Structure. It is the preference of the Authority to promote
rapid repayment of debt principal in order to (i) achieve the objective of average
bond life of less than 20 years, (ii) to maintain or improve the credit rating, and (iii)
to execute the capital program in the most cost effective manner. The Authority
may choose to structure debt repayment so as to wrap around existing obligations or
to achieve other financial planning goals.

4. Call Provisions. Optional redemption provisions on NVTA debt, if any, shall be
determined based upon the market conditions at the time of issuance with advice
from the Financial Advisor. The Authority will select the call provision most likely
to result in the lowest cost of funds while providing reasonable opportunity and
flexibility for future refinancing to achieve future debt service savings.

C. Types of Debt _

1. Revenue Bonds. NVTA expects to issue revenue bonds, either on a senior lien or
subordinate basis, as its primary form of debt. The debt capacity of the Authority to
issue revenue bonds shall be governed by this Debt Management Policy.

2. Lease Purchase Agreements. Lease purchase debt for which the asset is pledged, in
addition to Authority revenues, as security for the debt payment may not be issued
unless the Board adopts specific policies in this regard.

3. Variable Rate Debt (short or long term). The Authority may issue variable rate debt
to achieve a lower cost of capital, improve cash flow efficiencies or manage interest
rate risk and in no case shall variable rate debt exceed ten percent of the total debt
of the NVTA. Any commercial paper program that is used as an interim financing
tool shall not be included in the calculation of the ten percent (10%) maximum
variable rate debt limit. The NVTA will revisit this threshold periodically to reflect
market conditions, credit rating agency criteria, and NVTA’s liquidity and cash
flow experience. Any changes to the threshold must be approved by the Board.

4. Commercial Paper/Interim Financing. The Authority may establish a commercial
paper program or other forms of interim construction financing such as bond
anticipation notes if economically advantageous to manage the Authority’s cash
flow, improve efficiency or reduce negative arbitrage. The Authority may create its
own program or use a pool legally available to it within the Commonwealth.




5.
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Federal or State or other Conduit Pool Loan Programs. The Authority may use
pooled loan programs_supported by available Regional NVTA Funds if cost
effective (e.g., sales through the Virginia Resources Authority). Such debt may be
senior or subordinate lien as negotiated with the issuing authority with such
coverage and other requirements as determined by the issuing agency and consistent
with the Master Indenture of Trust.

Unrated Debt. The Authority may issue unrated debt if deemed in its best interests.
Derivative Structures. The Authority shall not make use of derivative structures
(swaps, hedges, etc.) for at least five years after adoption of this policy. Such
structures shall not be used thereafter unless the Board shall adopt specific policies
in this regard.

D. Refinancing Outstanding Debt

1.

Minimum Savings Threshold. The Authority establishes a minimum present value
savings threshold of three percent (3%) of the refunded bond principal amount. The
present value savings will be net of all costs related to the refinancing.
Restructuring. The Authority may restructure debt when it is in the best financial
interest of the Authority to do so. Such refundings will be limited to restructuring
to meet anticipated revenue expectations, achieve costs savings, mitigate irregular
debt service payments, release reserve funds, consolidate multiple series of
outstanding debt, or remove unduly restrictive bond covenants.

Term of Refunding Issues. The Authority will normally refinance bonds within the
original term of the existing debt. However, after careful evaluation, the Authorily
may consider maturity extension when necessary to achieve a desired outcome,
provided that such extension is permissible under the Master Indenture of Trust.

E. Use of Credit Enhancement

1.

2

Bond Insurance. Bond insurance may be obtained to achieve a higher credit rating
than NVTA’s uninsured debt when cost effective.
Letters of Credit. Letters of Credit may be obtained when cost effective.

F. Additional Bonds

I

2.

3.

4,

NVTA anticipates new money bond sales in a frequency adequate to meet its cash
flow needs. '

Additional bond issuance shall not exceed any of the limits prescribed in the Debt
Affordability section of these policies in any fiscal year.

Subsequent bond sales will be on parity with prior issuances of senior or
subordinate lien bonds, as appropriate.

Additional bond issuances should be planned to remain within
capacity/affordability limits based on careful forecasts of revenues reasonably
anticipated to be received over the course of the following six years.

G. Capital Financial Plan

1.

Beginning in FY 2015, NVTA shall adopt a multi-year capital plan. The capital
plan will be developed in accordance with all applicable statutory requirements.
The Authority shall make every effort to coordinate the timing of the adoption of its



capital plan to benefit the capital planning processes of the Authority’s member
jurisdictions and of impacted state and regional authorities.

2. The Authority will review and update the long-term comprehensive transportation

plan for the region at least every five years.

III. Debt Management Administration

A. Selection of Advisors and Other Providers

1.

Financial Advisor. The Authority will use the services of a Financial Advisor to
assist in the implementation and execution of bond policies, sales and other
financial analyses as necessary. The Financial Advisor will be selected through a
competitive process in accordance with the Code of Virginia and other procedures
that the Authority may establish under such terms and compensation as the
Authority may determine. A selection advisory committee shall include the Chief
Financial Officer and other members appointed by the Executive Director,
including at least three knowledgeable staff members from member jurisdictions,
which will include the top three revenue contributing jurisdictions and a rotation of
up to two of the remaining contributing jurisdictions. The Executive Director shall
make every effort to ensure that each member jurisdiction is given the opportunity
to participate in the selection process.

Bond Counsel. The Authority will use the services of Bond Counsel to assist in the
implementation and execution of bond policies, sales and other legal analyses as
necessary. The Bond Counsel will be selected through a compelitive process in
accordance with the Code of Virginia and other procedures that the Authority may
establish under such terms and compensation as the Authority may determine.
Other Services. The Authority may obtain the services of other advisors as
necessary to implement its debt program under such terms and conditions as may be
determined by the Authority. Such services may include, but are not limited to,
trustee and fiscal agent services, specialized financial analytical services, special tax
or disclosure counsel, rebate and arbitrage compliance services, audit services and
other services that may be necessary.

Other Jurisdiction Contracts. The Authority may use any contract for consultant
services issued by a member jurisdiction or agency of the Commonwealth provided
that the terms and conditions of the contract permit its use by other jurisdictions or
governmental entities of the Commonwealth and the contract was competitively bid
or issued through a request for proposal.

B. Methods of Issuance

1.

Competitive Sales. NVTA shall issue debt on a competitive basis whenever
practical.

2. Negotiated Sales. NVTA may issue bonds via negotiated sale based on an

evaluation of current market conditions and the economic advantages to NVTA,
especially for the first few series of bond issues until the Authority has gained
sufficient market acceptance and recognition as a regular issuer.



3.

Private Placements. NVTA is permitted to use private placement financings based
on an evaluation of current market conditions and the economic advantages to
NVTA.

C. Underwriter Selection (if negotiated sale)

1.

2.

NVTA will always use a formal, competitive, open selection process to choose an
underwriter.

NVTA’s Financial Advisor may not participate in any sale as an underwriter (senior
manager, co-manager, or part of a syndicate) while under contract to the Authority
or as otherwise prohibited by applicable MSRB Rules.

- NVTA will determine the selection process for appointing any co-managing

underwriters.

NVTA may competitively select a pool of underwriters who may be used to
underwrite bond sales over a multi-year period. The period in which an underwriter
can be used may exceed more than one financing and more than one year; the
period of use will be established at the time of the initial underwriter selection.

. Underwriter selection shall be conducted in accordance with applicable

procurement statutes and procedures established by the Authority. A selection
advisory committee shall include the Chief Financial Officer and other members
appointed by the Executive Director, including at least three knowledgeable staff
members from member jurisdictions, which will include the top three revenue
contributing jurisdictions and a rotation of up to two of the remaining contributing
jurisdictions. The Executive Director shall make every effort to ensure that each
member jurisdiction is given the opportunity to participate in the selection process.

D. Public Notices and Hearings

1.

Notices of public hearing shall be published and public hearings held prior to Board
approval of any debt issuance if required by and in conformance with federal law,
where applicable, and the Virginia Code.

NVTA shall post any such notices of public hearing to be published on its website
and in a paper or papers of general circulation within the jurisdictions embraced by
the NVTA. Regardless of whether such publication is required by federal or
Virginia law; provided that the failure to effect any such local publication shall not
invalidate any Board action unless the local publication is required by laws.

IV.  Provisions Pertaining to the 30 Percent Share: NVTA Role as a Conduit Issuer

A. NVTA may act as a conduit issuer for any member locality utilizing a separate Trust
Indenture specifically for the member’s issuance of debt secured by their 30 Percent
Share. Member localities may agree to a Master Indenture with allowance for
Supplemental Indentures specifically for the conduct of its initial and subsequent issues.

B. Debt Service for any NVTA conduit debt issued for individual member localities may be
paid directly to the member locality’s trustee for an issue secured by the member
locality’s 30 Percent Share of NVTA revenues. Localities may pledge other revenues as
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needed. The aggregate of all revenues pledged must meet a minimum coverage ratio of
1.00 times.

Localities may agree to a joint issue for projects that benefit more than one locality,
however, such joint ventures shall at a minimum clearly establish jurisdictional shares
and responsibility for debt service payments.

Any debt issued by NVTA directly for the benefit of an individual member locality must
not have any impact on the NVTA’s credit rating, debt capacity/affordability or
marketing of other NVTA debt.

Conduit debt issued by NVTA on behalf of a locality shall not have any negative fiscal or
operational impact on NVTA or on any of the other member localities. The NVTA and
its other member localities shall be protected in the event of default or non-appropriation
by the obligated member.

All costs of issuance will be borne entirely by the member locality in a manner of its
choosing, which may include capitalization of such costs. NVTA may charge a fee for its
services in addition to normal costs of issuance.

Provision Pertaining to the 30 Percent Share: Operating Reserve

A.

Operating Reserve — The Authority will maintain an operating reserve account in the
Member Locality Distribution Fund sufficient to fund to at least twenty percent (20%) of
operating expenses. This operating reserve may be used, at the discretion of NVTA’s
Executive Director, to cover unanticipated increases in the Authority’s operating budget.
If used, the Executive Director will present a plan to the NVTA Board for refilling the
reserve during the next ensuing fiscal year budget process. The Authority will invoice
each member locality for their proportionate contribution necessary to refill the reserve to
three months of operating expenses.

Investment Policies

A.

The Authority will establish separate, written investment policies consistent with
applicable sections of Virginia Code and that provide for maintenance of sufficient cash
on hand to meet daily operating, capital and debt service requirements in conformance
with the expected schedule and actual receipt of revenues from all sources.

Debt Management Monitoring & Responsible Parties

A.

Post Issuance Compliance Procedures. The Authority will establish appropriate
accounting and reporting procedures to ensure the timely payment of debt service, the
satisfaction of all debt service coverage requirements and financial covenants and
compliance with applicable federal tax and securities laws. Prior to issuance of any tax-
exempt debt, the NVTA will develop separate, written Post Issuance Compliance
procedures.



B. Arbitrage rebate compliance. The Authority will sell the minimum amount necessary to

meet construction requirements consistent with Federal arbitrage restrictions and comply
with all necessary reporting requirements. The Authority will attempt to size its sale
amounts so as to qualify for the two year spend down exception test.

Secondary market disclosure (Rule 15¢2-12 compliance). Continuing Disclosure shall at
a minimum include the year-end financial audit in addition to other documents designated
by the Authority. The Authority shall ensure that any local jurisdiction constituting a
“material obligor” with respect to any of the Authority’s debt within the meaning of Rule
15¢2-12 agrees to provide the continuing disclosure required under the Rule.

NVTA’s Executive Director or his designee will be responsible for the implementation of
this Debt Management Policy with the advice and input from NVTA’s legal counsel and
Financial Advisor.

NVTA’s Executive Director and Chief Financial Officer will review and update this Debt
Management Policy at least every five years.

Exhibit 1: Proforma Debt Service Coverage Calculation Methodology
Figures shown below are for illustrative purposes only.

Annual Regional NVTA Funds = (A) = $210,000,000

Debt Service on Senior Lien Debt = (B) = $7,000,000

Debt Service on Subordinate Lien Debt = (C) = $1,000,000

Debt Service Coverage Requirement for Senior Lien Debt = (A / B) = $210,000,000 /
$7,000,000 = 30.0x

Debt Service Coverage Requirement for Subordinate Lien Debt = (A-B) / C =
(210,000,000 - $7,000,000) / $1,000,000 = 203.0x
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NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 10 — Financial Management (Financial Operations)

Purpose. The purpose of this policy is to provide the general policy guidance for the
financial management of the Northern Virginia Transportation Authority (NVTA).
The objectives of these policies include:

e Establishing a framework for strong internal controls and adequate design of
internal controls over all significant accounts and processes.

e Ensuring proper management approval and review of financial transactions.

e Achieving operational efficiencies through standardization of accounting and
reporting practices.

General. The NVTA will organize and maintain its financial operations in a manner
consistent with federal, state, and local laws and regulations as well as with proper
business practices (e.g., Governmental Accounting Standards Board - GASB).

General Guidelines

A. Financial planning and budgeting shall be consistent with the following

guidelines: ;g

1. Consistency with Authority policies, strategic plan, project plans and
expressed priorities.

2. Clarity with respect to any assumptions used in budget development.

3. Manage cash flow of tax revenues appropriated by the Commonwealth of
Virginia for the purpose of regional transportation projects to reduce traffic
congestion and improve air quality.

4. Allocating funds consistent with HB 2313.

5. The issuance of bonds will be in all respects for the benefit of the inhabitants
of the nine member jurisdictions; the issuance of bonds are to further the
purposes of the NVTA and the NVTA Act.

6. The NVTA operational budget is paid by the member jurisdictions and will
contain: sufficient level of detail to enable a reasonably accurate projection of
revenue and expenses; visibility of revenue and expenses (to include labor
costs).

7. Planning and budgeting process that provides for Authority approval of annual
budget plan at least two months prior to the start of a new fiscal year.

8. A detailed mid-year (fiscal year) budget review will be held by the Finance
Committee, with recommended adjustments made to the Authority as needed.

9. Use of the prescribed accounting methods based on GASB guidance.



B. Maintenance of financial condition and ongoing monitoring will be consistent
with the following guidelines:

1.

2

The financial condition of the Authority shall be reviewed, as a minimum, by
the Finance Committee and the NVTA on a quarterly basis.

Annually the Finance Committee and the Authority will review the annual
audited Financial Statements.

Expenditures shall be consistent with the approved budget. The Executive
Director may make minor operating budget adjustments ($10,000 or less)
between program areas at his/her discretion; however, major adjustments
(>$10,000) shall have the advance recommendation of the Finance Committee
to the Authority or Authority approval.

As required in the NVTA Debt Policy number 9, the Authority will maintain a
Working Capital Reserve (WCR) account equal to six months of the budgeted,
annual, Regional NVTA Funds (70% Funds). Such funds may be used within
a fiscal year to manage any mismatches in the actual receipt of revenue and
the disbursement of funds for project construction to project implementing
entities. The Executive Director will submit to the Authority a plan to restore
the WCR to its minimum level over a period not to exceed 18 months.

As required in the NVTA Debt Policy number 9, the Authority will maintain
an operating reserve sufficient to fund at least twenty percent (20%) of NVTA
operating expenses. 'l'his res€fve may b& used at the discretion of the
Executive Director to cover unanticipated expenditure increases in the budget.
If used, the Executive Director will present a plan to the Authority for refilling
the reserve during the next fiscal year budget process.

C. Financial records shall be maintained consistent with following guidelines:

L.

2.

Financial records will be retained in accordance with the NVTA Records
Retention Policy number 6.

The Chart of Accounts shall be used and structured in a manner that is
supportive of the NVTA operations in conformance with Generally Accepted
Accounting Principles (GAAP) and an appropriate basis of accounting.

The Authority will maintain four (4) unique funds as the basis for the NVTA’s
accounting and reporting structure.

a. General Fund will be used to maintain and report the NVTA’s operational
budget. This Fund will include the annual contribution from the member
jurisdictions as well as other general costs.

b. Special Revenue Fund for the thirty percent (30%) distribution will
contain the 30% portion of the three NVTA tax revenues received. This
fund will include the distributions to each of the member jurisdictions.

¢. Special Revenue Fund for Regional Funds (70%) will include the 70%
portion of the three NVTA tax revenues received. Project disbursements
will be tracked in this fund by jurisdiction and/or agency.



d. Debt Service Fund will contain all transactions related to the issuance of
NVTA Bonds, line of credit, and repayment of those debis.

D. Bank and other financial accounts shall be organized and maintained
consistent with following guidelines:

1.

6.

The Chief Financial Officer (CFO), upon approval and with signature
authority of the Executive Director, opens and closes all bank and other
financial accounts (e.g., checking, safe keeping, investment) in accordance
with the Virginia Security for Public Deposits Act.

In accordance with the NVTA Procurement Policy number 10.b, the CFO and
Executive Director have signature authority on all accounts. The CFO is
authorized to sign checks up to $15,000. Checks over $15,000 must be
countersigned by the Executive Director. In all cases, expenditures must be
consistent with the approved budget or a separate approval by the Authority.
In accordance with the NVTA Procurement Policy number 10.b, specific prior
approval of the Authority is needed for any expenditure that exceeds $30,000.
In all cases, appropriate documentation will be maintained consistent with
state records management requirements.

Bank and other corporate financial information (e.g., rules and regulations,
account numbers) shall be retained, maintained, and updated as directed by
the CFO.

No petty cash or other ‘Cash on Hand* will be permitted.

E. Capital assets shall be accounted for along the following general guidelines
and in accordance with the Capital Asset Accounting Policy number 10.g:

1.

Depreciation account shall be maintained for office & technological
equipment and furnishings valued above $5,000 at the time of purchase or
acquisition. Such assets shall be depreciated over their useful life, typically
four (4) years for computer hardware and peripherals, five years (5) for office
equipment and seven (7) years for office furnishings.

Disposal of the NVTA’s assets acquired by sale, loan, or gift requires
documented written approval by the CFO.

The Clerk of the Authority shall conduct an annual inventory of the NVTA
assets including — computer hardware/peripherals, office equipment and
furnishings for the annual audit. The clerk will initiate and maintain a tagging
system and inventory for capital items.



F. The accounts of the Authority shall be audited consistent with the following
guidance and in accordance with the Audit Policy number 10.a:

1. Accounts shall be audited annually by a certified public accountant qualified
to audit municipal entities and authorities in Virginia.

2. As a minimum, the audit contract shall be re-bid at least every five (5) years.
If the contract is renewed with the prior firm, the firm must designate a
different audit manager.

3. The Finance Committee will review the audit and make appropriate
recommendations to the Executive Director and the Authority.

G. Travel costs and expenses shall be consistent with the NVTA Financial
Policies including Procurement Policy number 10.b. and Administrative
Policy number 10.d.

H. Credit (Purchase) card(s) may be used only for business-related expenses
consistent with the Financial Management —Purchase Card Policy number
10.h.

1. All accounts shall be held in the name of the NVTA and not based on personal
credit. Any unauthorized charges will be the responsibility of the employee
making the charge. The employee may-be subject to disciplinary action
including dismissal. Employee personal charges must be reimbursed
immediately or the charge will be deducted from the employee’s next pay
check.

IV. Responsibilities.

A. Aauthority. The Authority is responsible for providing broad financial guidance
and oversight, to include approval of budget parameters, annual program plans
consistent with HB 2313 and the annual budget.

B. Finance Committee. As stated in the Authority Bylaws, the Finance Committee
shall be responsible for advising the Authority on all financial matters and
overseeing financial activities undertaken by the NVTA professional staff,
including:

1. Reviewing, commenting on, and recommending the annual budget presented
by the Executive Director.

2. Reviewing, commenting on, and recommending any budget amendments
presented by the Executive Director.

3. Overseeing the NVTA'’s financial policies (e.g., bond, investment,
procurement) and making appropriate recommendations.

4. Monitoring contracts for incidental services, including incidental financial
services, and recommending task orders.



5. Monitoring the NVTA’s expenditures for compliance with policies and
guidance of the NVTA.

Reviewing annual revenue estimates.

Approving the selection of an audit firm and audit work plan supporting the
annual preparation of financial statements including meeting with the auditor
before the audit begins and when it has concluded. This meeting can be in
person or via a conference call.

8. Assisting with other financial activities as may be directed by the NVTA.

5 B

C. Chief Financial Officer Reporting to Executive Director.

1. Manages the Authority’s finances on a day-to-day basis.

2. Executes the Authority-approved budget.

3. Develops financial mechanisms/procedures to ensure financial accountability
and transparency.

4. Ensures that there are written procedures (financial operation policies) for the
fiscal operation of the Authority.

5. Provides monthly financial management reports to the Executive Director,
Finance Committee and Authority.

Approved by the Finance Committee: (Date)
Approved by Northern Virginia Transportation Authority: (Date)



NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 10.a. - Financial Management; Audit Policy

I.  Purpose. This audit policy is adopted to implement the auditing program of the Northern
Virginia Transportation Authority (NVTA) as required by the Code of Virginia §30-140 and the
NVTA Bylaws Article VIII, Section B-Audits. The purpose of the NVTA’s Audit Policy is to
delineate the areas of responsibility and to minimize the risk of non-compliance with accounting
and reporting standards required by the Commonwealth of Virginia’s Auditor of Public
Accounts.

II. Requirements.

A. Audit Requirements. The Code of Virginia §30-140, requires that all authorities, boards
and commissions having financial transactions in excess of $25,000 shall file an audit report
within 90 days after the close of the fiscal year with the Auditor of Public Accounts.

B. NVTA Bylaws Article VIIL. Section B, more specifically requires an audit by an
independent certified public accountant, be conducted at least annually. Such audits will, at a
minimum, obtain an opinion as to the accuracy of the annual financial statements. Additional
audit activity may be obtained by the Finance Committee as it deems prudent.

C. Public Notice. The Code of Virginia §30-140, requires the NVTA to publish a summary
statement of financial condition in a newspaper of general circulation based on its locality.
The minimum statement should include total assets, liabilities, and fund balances; total
revenues, expenditures, and other sources or uses; and the resulting net change in fund
balances.

D. Auditing Standards. The audit must be conducted in accordance with generally accepted
auditing standards and Government Auditing Standards issued by the Comptroller General of
the United States. The auditor must follow Government Auditing Standards regardless of
whether the NVTA received federal financial assistance.

E. Financial Reporting Requirements. The Auditor of Public Accounts requires the NVTA'’s
financial statements be prepared in accordance with the provisions of the Governmental
Accounting Standards Board (GASB).

III.  Responsibilities.

A. The Authority. The NVTA governing board is ultimately responsible for the Authority’s
financial management and financial reporting requirements. The Authority provides guidance
to the Finance Committee and the Executive Director as necessary to ensure compliance and
resolve financial issues.



B. Finance Committee (In its role serving as NVTA’s Audit Committee). The Finance
Committee serves as the audit committee for the NVTA governing body due to its unique
position as the ultimate monitor of the financial reporting process and internal controls. The
Finance Committee (audit committee) provides a forum separate from management in which
auditors and other interested parties can candidly discuss concerns.

+ The Finance Committee manages the appointment, compensation, retention, and
oversight of the independent auditing firm, the auditor’s work and the corresponding
independent audit report with management report (if applicable). The Finance
Committee will meet with auditor before the audit begins and when it is concluded. (Fhis

2. The Finance Committee will advise the Authority on the results of the audit. In
concurrence with the Authority, the Finance Committee works with the independent
auditing firm and senior management to resolve any issues.

C. Chief Financial Officer through the Executive Director - Within the guidance provided by
the Finance Committee, the Chief Financial Officer (CFO) will solicit bids and award a
contract for an independent auditing firm. The CFO is responsible for the maintenance and
security of accurate financial records including the preparation of records for audit. The
CFO provides oversight of the NVTA staff in support of the Finance Committee’s requests
and needs.

Approved by the Finance Committee: (Date)
Approved by Northern Virginia Transportation Authority: (Date)
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IV.

NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 10.b. - Procurement

Purpose. The purpose of the adoption of a procurement policy is to establish the
Northern Virginia Transportation Authority (NVTA) limits and procedures relating to the
purchasing of materials, supplies, equipment, and professional services.

General. The NVTA is governed by the Virginia Public Procurement Act (VPPA).
Using the Act as a guideline, the NVTA has developed its procurement policy. The
procurement policy is developed to provide for the fair and equitable treatment of all
persons involved in public purchasing by the NVTA, to maximize the purchasing value
of public funds in procurement and to provide safeguards for maintaining a procurement
system of quality and integrity.

Accountability. The Executive Director and/or the Chief Financial Officer shall assume
lead responsibility for initiating financial and procurement actions for the Authority
consistent with applicable authorization by the Authority, the availability of budgeted
funds for the purpose, and the VPPA and all applicable laws.

Small Purchases. The small purchase threshold for the NVTA is as term “small
purchases” is defined by the VPPA. Procurements made pursuant to the small purchase
procedures do not require public bid openings or newspaper advertising of competitively
negotiated procurements.

The following procedures apply to all goods, non-professional, and professional services,
with distinctions based on the type of purchase to conform to the VPPA.

A. Single Quotation: Where the NVTA’s cost of goods or services is $5,000 or less,
purchases may be made upon receipt of a minimum of one (1) written or telephone
quotation. If more than one quote is received, the award shall be made to the lowest
responsive and responsible bidder.

B. Unsealed Bidding: Goods or services over $5,000 and up to the maximum allowable
limit defined by the VPPA as a small purchase may be procured through unsealed
bidding. The eVA Quick Quote process is the preferred method for securing
competition; however, a solicitation for unsealed bidding may be used. The
solicitation shall be open for at least three (3) business days.

C. Unsealed Proposals: Goods or services over $5,000 and up to the maximum
allowable limit defined by the VPPA as a small purchase may be procured through an
unsealed proposal process. A written determination for the use of competitive
negotiation is not required for unsealed proposals. The solicitation for unsealed
proposals should include a cover sheet, a general description of what is being sought,



the evaluation criteria and weights to be used in evaluation, contract terms and
conditions, including unique capabilities or qualifications that will be required. All
responses must be received at the designated location by the date and time stated in
the solicitation. In lieu of an evaluation committee, the end user may solely evaluate
and rank offers. Upon completion of the evaluation, negotiations shall be conducted
with the offerors selected.

V. Formal Procurements. All procurements anticipated to cost more than the maximum
allowable limit defined by the VPPA as a small purchase shall be conducted in
accordance with the competitive sealed bidding and competitive negotiation requirements
of the VPPA. Prior approval of the Authority is required.

VI.  Sole Source Purchases. Upon determination in writing that there is only one practical
source available for that which is to be procure, a contract may be negotiated and
awarded to that source without competitive sealed bidding or competitive negotiation in
accordance with the Code of Virginia §2.2-4303.E. All sole source purchases will be
reported to the Finance Committee at the next meeting.

VII. Emergency Purchases. In case of emergency, a contract may be awarded without
competitive sealed bidding or competitive negotiation; however, such procurement shall
be made with such competition as is practicable under the circumstances, in accordance
with the Code of Virginia §2.2-4303.F. All cmergency purchases will be reported to the
Finance Committee at the next meeting. '

Estimated Cost General
Procedures
$5,000 or Less Goods or services purchases require a minimum of one (1) written or

telephone quotation. Lowest bidder required for more than one (D)

$5,000.01 to $30,000 Goods or services purchases may be procured through the eVA Quick

Unsealed Bidding Quote process. Solicitation shall be open for three (3) business days.
Must include total cost over the life of the contract. Approval of Chief
Financial Officer and Executive Director required.

$5,000.01 - $30,000 Requires at least three (3) electronic or written quotes. Solicitation

Unsealed Proposals | should include general description of purchase, evaluation criteria and
weights used in the evaluation, contract terms and conditions. Must
include total cost over the life of the contract. Approval of Chief
Financial Officer and Executive Director required.




$30,000.01 - $50,000
Unsealed Proposals

Prior approval of the Authority is required; at least four (4) written
quotations must be received. Solicitation should include general
description of purchase, evaluation criteria and weights used in the
evaluation, contract terms and conditions.

$30,000.01 and Over —
For Professional
Services Only

Requires a Formal Request for Proposals established by the VPPA
prerequisites. Firms are short listed based on evaluation criteria then an
interview is conducted. Firms are than ranked based on criteria.
Negotiations can begin with the firm ranked number 1.

$50,000.01 and Over

Requires a Formal Invitation for Bid or Request for Proposals be issued in
compliance with VPPA The request will be advertised in a local newspaper
and/or published on the NVTA’s website. All bids and RFPs must remain
“on the street” for a minimum of ten (10) days as required by law.

The above table is provided as a recap. It will be updated for changes in the VPPA.

VIII. Cooperative Procurement. The NVTA may purchase from another public body’s
contract even if it did not participate in the request for proposal or invitation to bid, if the
request for proposal or invitation to bid specified that the procurement was being
conducted on behalf of other public bodies, in accordance with the restrictions cited in
the Code of Virginia §2.2-4304. The NVTA may participate in the NOVA Consortium,
Washington Metropolitan Council of Governments or similar organizations.

IX. Payment for Purchases of Goods and Services.

A. Purchases consistent with above guidelines and within approved budget parameters
may be approved by the Executive Director or CFO.

1. The CFO is authorized to sign checks up to $15,000. Checks over $15,000 must
be countersigned by the Executive Director. In all cases, expenditures shall be
consistent with approved budget or a separate approval by the Authority.

2. Specific prior approval of the Authority is needed for any expenditure that
exceeds $30,000.

3. In all cases, appropriate documentation will be established and maintained
consistent with state records management requirements.

Approved by the Finance Committee: (Date)
Approved by Northern Virginia Transportation Authority: (Date)
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This Investment Policy has been established by the Northern Virginia Transportation
Authority (Authority) to ensure effective management of the day-to-day investment activity,
and is designed to increase non-tax revenues by investing funds when not needed for current
obligations. The objective is to obtain, while protecting principal, the highest possible yield
on available financial assets, consistent with constraints imposed by safety objectives, cash
flow considerations and the laws of the Commonwealth of Virginia that govern the placement
of public funds. The general custody of all funds requires the investment of those funds
within the confines of the Code of Virginia and a comprehensive Investment Policy
developed and maintained by the Authority.
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INVESTMENT POLICY

PURPOSE AND SCOPE
The purpose of this statement of investment policy is to establish guidelines for the
safeguarding and efficient management of Authority funds and for the purchase, sale and
custody of investment instruments. The goal is to minimize risk and to ensure the
availability of cash to meet Authority expenditures, while generating revenue from the use
of funds, which might otherwise remain idle,

Unless otherwise noted, all citations in this policy refer to the Code of Virginia (1950), as
amended.

OBJECTIVES
The primary objectives of the Authority’s investment activities, in priority order, are:
safety, liquidity, and yield (SLY).

Safety of principal is the foremost objective in the investment of public funds. Investments
shall be undertaken in a manner that seeks to ensure the preservation of capital in the overall
portfolio.

The investment portfolio will remain sufficiently liquid to enable the Authority to meet all
operating requirements, which might be reasonably anticipated.

The investment portfolio shall be dcmgngd with the objective of attaining a market rate of
return throughout budgetary and economic cycles. This objective shall take into account
constraints as to acceptable risk, the characteristics of the Authority’s cash flows and the

funding expectations of approved projects.

ROLE OF THE CHIEF FINANCIAL OFFICER

The Chief Financial Officer (CFO) is charged with collecting, safeguarding and disbursing
Authority funds. The CFO serves as the investment officer for the Authority with authority
for investment decisions to include managing the day-to-day operations of the portfolio,
placing purchase orders and sell orders with dealers and financial institutions, procuring
banking and financial services and preparing reports as required.

The CFO shall invest all available cash (with the exception of 30% funds) into a common
investment portfolio. The CFO is required to file a statement of economic interest annually
with the Authority Administrative Assistant/Clerk by no later than January 15 (§2.2-3116).
The CFO may require any employee of the Authority entrusted with the investment of
Authority funds to file a similar statement. In no event shall any employee involved in the
investment process also be involved in personal business activity that could conflict with
proper execution of the investment program.

The CFO shall continue to monitor the statutes and regulations and modify investment
procedures accordingly to ensure compliance.

The CFO as well as staff assigned to investment and accounting functions; shall
individually and as a group stay current on new regulations and market trends in
investments, technology enhancements and new banking as well as financial services.
Individual readings, research, subscriptions to news services, attending training and
informational symposiums on these topics is encouraged and supported.
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ROLE OF THE INVESTMENT MONITOR

The Investment Monitor is designated by the CFO to review the balances and
activity in the Authority’s investment portfolio. The Investment Monitor shall be
thoroughly familiar with this Investment Policy and the Code of Virginia regarding
allowable investments. The Investment Monitor will not be actively involved in
investment activity other than to monitor transactions for compliance with this
policy and the Code of Virginia. The Investment Monitor shall have read-only
access to the portfolio tracking system with which to confirm all investment
balances, purchases, maturities, sales and trades.

ROLE OF THE FINANCE COMMITTEE
The Finance Committee is established in the Authority to review the CFO’s actions
regarding the disposition of Authority funds. The Finance Committee meets at regular
intervals with the CFO to review the Statement of Accountability. The makeup of the
Finance Committee is specified in the Bylaws.

ETHICS AND CONFLICT OF INTEREST

Employees involved in the investment process shall refrain from personal business activity
that could conflict with the proper execution and management of the investment program,
or that could impair their ability to make impartial decisions. Employees shall disclose any
material interests in financial institutions with which they conduct business. They shall
further disclose any personal financial/investment positions that could be related to the
performance of the investment portfolio. Employees shall refrain from undertaking
personal investment transactions with the same individual with whom business is
conducted on behalf of the Authority.

INTERNAL CONTROLS

The CFO is responsible for establishing and maintaining an internal control structure
designed to ensure that the assets of the Authority are protected from loss, theft or misuse.
The internal control structure shall be designed to provide reasonable assurance that these
objectives are met, to the extent possible with staff resources.

Prevention of collusion

Separation of transaction authority from accounting and recordkeeping

Custodial safekeeping using a delivery versus payment basis

Avoidance of physical delivery securities

Clear delegation of authority to subordinate staff members

Written confirmation of transactions for investments and wire transfers

Development of a wire transfer agreement with the lead bank and third-party custodian.

EXTERNAL PORTFOLIO MANAGEMENT

In order to better manage yield in changing interest rate environments, the CFO may decide
to contract for external portfolio management. This portion of the investment portfolio
may be invested for periods greater than two (2) years but not more than five (5) years.
Since these funds have been set aside they are not currently required to meet the near term
liquidity needs of the Authority. These funds may not exceed 25% of the net balance of
the Authority’s 70% Regional Fund pooled cash and investments. The external portfolio
manager must comply with all the requirements of the Code of Virginia with respect to the
investment of local funds.



COMMUNITY BANK PROGRAM

In order to enable community based financial institutions to compete against regional and
national institutions for Authority funds the CFO may set aside a portion of Authority funds
upon which only local community based institutions may bid. In order to qualify for the
Community Bank Program, an institution must be headquartered locally or maintain a
significant portion of its branches within the Authority membership jurisdictional
boundaries. Any banks which show significant community reinvestment activities beyond
the minimums required in the Community Reinvestment Act will receive consideration.
Newly chartered banks, meeting the above criterion, will qualify after being closely
reviewed for solvency, stability and quality as well as experience of executive
management.

The aggregate investments held for any qualifying institution is not to exceed five (5)
percent of the institution’s total assets as reported on their most recent audited financial
statements or Quarterly Call Report. The CFO may require such bids to include a premium
over the market rate to compensate for the increased administrative costs and reduction of
liquidity which this program may entail. Such premiums shall be determined by the CFO
periodically based on prevailing market conditions.

The investments under the Community Bank Program are subject to the same restrictions
and the same collateralization requirements as all other investments. The CFO reserves the
right to reject bids that are not suitable or otherwise not in the best interest of the Authority.

INVESTMENT OF BOND PROCEEDS

The Tax Reform Act of 1986 restricts the interest which may be earned on the unexpended
proceeds of tax-exempt bonds issued after 1986. The average yield of investments
purchased with bond proceeds may not exceed the yield on the bonds. Any excess earnings
are considered arbitrage eamnings and must be remitted to the U.S. Treasury. In order to
avoid the difficulties associated with arbitrage, all unexpended bond proceeds shall be
invested separately in the State Non-Arbitrage Pool, or its equivalent.

Notwithstanding the general policy that the CFO shall refrain from specific fund
investments, interest earned on these investments shall be allocated to the funds for which
the bonds were issued.

ARBITRAGE MANAGEMENT PROGRAM

The arbitrage management program seeks to promptly reimburse pooled cash for expenses
related to bond projects and to manage the Authority relationship with the State Non-
Arbitrage Program (SNAP). Through the prompt replenishment of eligible capital
expenses the Arbitrage Management Program seeks to maximize the Authority’s liquidity
and investment earnings. The main points of the program are:

1. Make cash draws from the appropriate SNAP account based on the Authority general
ledger activity.

2. Establish and manage arbitrage rebate accounts to cover projected IRS rebate liability.

3. Provide the most accurate information to the Arbitrage Rebate Calculation Agent based
on the Authority general ledger activity.

4. Return any erroneously drawn funds to the appropriate SNAP account within five (5)
months, if the underlying expense is retracted by a member jurisdiction.

5. Rely on the appropriate member jurisdictions to maintain the detailed documents to

support their transactions related to expenses eligible for cash draws.
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PAYMENT OF BANKING SERVICE AND INVESTMENT FEES

The CFO determines whether paying for banking, financial services and financial products
directly or through compensating balances is in the best interest of the Authority. The
method of payment chosen will, for the most part, be based on the current rate of return on
the portfolio versus the compensating balance rate offered by individual institutions.

Payment methods may change on a month to month and institution by institution basis
depending upon which arrangement produces the best overall return, cost constraint and
operational efficiency. Investment proceeds and/or compensating balance arrangements
can be used for banking and financial services only within the fund which holds the
balance. Examples would be investment fees stay within the 70% Regional Revenue funds.
Operational banking fees remain within the Operating Fund.

AUTHORIZED DEPOSITORY AND FEE SERVICE BANKS

The CFO shall maintain a list of financial institutions authorized to provide depository
and/or investment services. In order to ensure orderly and fair competition, the CFO will
routinely bid new fee services on an individual basis, when such service is not functionally
linked to an existing banking process. Priority will be given to making certain that
opportunities are presented to participants in a fair and orderly process.

1. Banks must be “qualified public depositories” as defined in the Code of Virginia §2.2-
4401 Security for Public Deposits Act.

2. All commercial banks wishing to be authorized to provide services must report a
minimum of 4% or greater in the Tier 1 (Core) capital rating in their Quarterly Call
Report filed with the FDIC. If any bank were fo report a rating of less than 4% the
deposit and fee relationship will be considered in jeopardy and the CFO will take
appropriate and prudent action.

3. The CFO will conduct a bi-annual review of the condition of each authorized financial

institution. The CFO will undertake interim reviews as conditions dictate.

AUTHORIZED INVESTMENT BROKER/DEALERS

The CFO shall maintain a list of financial institutions authorized to provide depository
(Certificates of Deposit, Negotiated Order of Withdrawal and Money Market accounts)
and/or investment broker services.

In order to ensure orderly and fair competition, the CFO shall limit the number of
broker/dealers on the authorized list. For the broker/dealers on the list, priority will be
given to making certain that opportunities are presented to participants in a fair and orderly
process.

Further, authorized financial institutions will:

1. Maintain compliance with FINRA Net Capital Requirements for Brokers or Dealers -
SEA Rule 15¢3-1.

2. Any broker must maintain an active registration in good standing with FINRA.

3. Achieve a successful review, by the Authority, of individual broker records as posted
by FINRA.

4. All Broker/Dealers are required to sign an acknowledgement as to receiving,
understanding and agreeing to abide by this investment policy prior to the start of any
activity. Broker/Dealers which repeatedly propose non-allowable or noncompetitive

investments will be removed from the approved list.
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5. Broker/Dealers will be automatically removed from the authorized list if no
instruments have been purchased from their firm for 16 consecutive months.

BENCHMARKS

The portfolio performance benchmarks will be both the Fed Funds Rate and the Treasury
90 Day T-Bill rate. Comparisons to the Virginia State Non-Arbitrage Program (SNAP)
and the Virginia Local Government Investment Pool (LGIP) will be maintained as they are
both highly liquid investment pools operated in compliance with the Code of Virginia.



PURCHASE OF INVESTMENTS

GENERAL

Generally, investment offers must be considered in a competitive environment.
Investments in excess of five (5) million dollars must be selected on a competitive basis.
Offers must be solicited/received from a minimum of two dealers or financial institutions.
The CFO may use discretion in selecting the bidders, taking into consideration an
institution’s reputation, past success rate, timeliness in providing bids and any other factors
which the CFO believes have bearing.

In general, the highest yielding instrument offered with an appropriate maturity to match
with projected liquidity needs will be the investment selected. The CFO may reject an
investment, even if it yields the highest rate, if he feels it carries an element of risk which
may not be reflected in the published credit rating or if it is not in the Authority’s interest
to hold such an investment in its portfolio.

Banks and broker/dealers shall be instructed to mail trade confirmations or similar
documentation to the Authority Administrative Assistant/Cletk. The Administrative
Assistant will show all trade confirmations to the Executive Ditector, keep a copy on file
and provide the originals to the Authority Assistant Finance Officer for entry into the
accounting system.

In accord with primary objectives, in priority order of safety, liquidity, and yield (SLY),
investments shall be made with the judgment and care which persons of discretion,
prudence and intelligence exercise in ‘the management of their own affairs, not for
speculation, but for the protection of principal. Consideration for the safety of capital shall
be paramount over the probable income to be derived. Individuals responsible for investing
Authority funds shall in no way benefit personally as a result of investment decisions.

INVESTMENT POLICIES AND STANDARDS

There are certain standards of “adequacy” and “appropriateness” set by the Authority, in
addition to the creditworthiness of an institution, against which offers shall be measured
when purchasing investments. For example, diversification reduces overall portfolio risks
while attaining market average rates of return. The policies and standards which regulate
specific investments and the composition of the investment portfolio shall include, but not
be limited to, the following:

1. No investment shall be purchased if the yield is less than that of the most recently
auctioned issue of the United States Treasury of a similar term. '

a. No investment shall be purchased if two of three or more enhanced ratings from
nationally recognized ratings firms are not at or above the minimum required in
the Code of Virginia. Due to the use of credit qualifiers by the rating agencies to
signify rating reviews in the financial market turmoil starting in calendar year
2009, negative rating qualifications (such as AA- or Al-) will not exclude the
instrument.

b. The status of any credit enhancement firm will be examined when considering the
purchase of an instrument. The CFO will keep a list of unacceptable credit
enhancement firms. Any instrument with a credit enhancement by a firm on this
list will be considered based on its underlying credit rating not the enhanced rating.

2. At no time, shall more than thirty-five percent of the portfolio be invested in
commercial paper.
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3. No more than five (5) percent of the portfolio shall be invested in the commercial paper
of a single entity.

4. The CFO will determine/reaffirm on a weekly basis the target balance for the portion
of the portfolio invested with maturities greater than 24 months.

5. At no time shall the remaining maturity of an investment exceed 60 months, unless
such investment has a PUT option as described in the Diversity & Maturity Section.

6. The CFO shall endeavor to maintain an appropriate divetsification in the portfolio.
The CFO will diversify instruments and institutions in order to reduce overall portfolio
risk while attaining market rates of return.

7. The CFO shall use the average of the three-month Treasury bill auctions for a quarter
as a benchmark for the return on the investment portfolio.

8. All investments with the sole exception of bank depository instruments, will be
purchased on a delivery versus payment basis through a trust and custody agent under
contract with the Authority.

The Finance Committee may add, delete or modify standards of investment at its discretion
in response to changing economic, national or international conditions. Such additions,
deletions or modifications shall be reported to the Authority at the next meeting of that
body.

All institutions solicited for offers shall be advised of the allowable investments and any
restrictions upon investments. Only investments which meet the criteria enumerated above
may be considered. The CFO may consider barring institutions from consideration should
they repeatedly offer disallowed investments.

ALLOWABLE INVESTMENTS

The Authority must limit investments to those allowed by the Code of Virginia. The
Authority, however, may restrict investments beyond the limits imposed by the Code if
such restrictions serve the purpose of further safeguarding Authority funds or are in the
best interests of the Authority.

The allowable types of investments under the Code of Virginia for non-sinking funds are

as follows:

1. Stocks, bonds, notes and other evidences of indebtedness of the Commonwealth of
Virginia, and other evidences of indebtedness unconditionally guaranteed as to
payment of principal and interest by the Commonwealth of Virginia.

2. Bonds, notes and other obligations of the United States, and securities unconditionally
guaranteed as to the payment of principal and interest by the United States, or any
agency thereof. The evidences of indebtedness enumerated by this subdivision may be
held directly, or in the form of repurchase agreements collateralized by such debt
securities, or in the form of securities of any open-end or closed-end management type
investment company or investment trust registered under the Investment Company Act
of 1940, provided that the portfolio of such investment company or investment trust is
limited to such evidences of indebtedness, or repurchase agreements collateralized by
such debt securities, or securities of other such investment companies or investment
trusts whose portfolios are so restricted.

3. Stocks, bonds, notes and other evidences of indebtedness of any state of the United
States upon which there is no default and upon which there has been no default for
more than ninety days; provided, that within the twenty fiscal years next preceding the
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making of such investment, such state has not been in default for more than ninety days
in the payment of any part of principal or interest of any debt authorized by the
legislature of such state to be contracted.

Stocks, bonds, notes and other evidences of indebtedness of any county, city, town,
district, authority or other public body in the Commonwealth upon which there is no
default; provided, that if the principal and interest be payable from revenues or tolls
and the project has not been completed, or if completed, has not established an
operating record of net earnings available for payment of principal and interest equal
to estimated requirements for that purpose according to the terms of the issue, the
standards of judgment and care required in Article 2 (§ 26-45.3 et seq.) of Chapter 3
of Title 26, without reference to this section, shall apply.

In any case in which an authority, having an established record of net earnings available
for payment of principal and interest equal to estimated requirements for that purpose
according to the terms of the issue, issues additional evidences of indebtedness for the
purposes of acquiring or constructing additional facilities of the same general character
that it is then operating, such additional evidences of indebtedness shall be governed
by the provisions of this section without limitation.

Legally authorized stocks, bonds, notes and other evidences of indebtedness of any
city, county, town or district situated in any one of the states of the United States upon
which there is no default and upon which there has been no default for more than ninety
days; provided, that (i) within the twenty fiscal years next preceding the making of
such investment, such city, county, town or district has not been in default for more
than ninety days in the payment of any part of principal ot interest of any stock, bond,
note or other evidence of indebtedness issued by it; (ii) such city, county, town or
district shall have been in continuous existence for at least twenty years; (iii) such city,
county, town or district has a population, as shown by the federal census next preceding
the making of such investment, of not less than 25,000 inhabitants; (iv) the stocks,
bonds, notes or other evidences of indebtedness in which such investment is made are
the direct legal obligations of the city, county, town or district issuing the same; (v) the
city, county, town or district has power to levy taxes on the taxable real property therein
for the payment of such obligations without limitation of rate or amount; and (vi) the
net indebtedness of such city, county, town or district (including the issue in which
such investment is made), after deducting the amount of its bonds issued for self-
sustaining public utilities, does not exceed ten (10) percent of the value of the taxable
property in such city, county, town or district, to be ascertained by the valuation of
such property therein for the assessment of taxes next preceding the making of such
investment. :

Savings accounts or time deposits in any bank or savings and loan association within
the Commonwealth of Virginia, providing such bank or savings and loan association
is a “qualified public depository”. Such savings accounts or time deposits must meet
the collateralization requirements as set forth in the Virginia Security for Public
Deposits Act and the regulations of the State Treasury Board. The collateral must be
a security or securities allowable as a direct investment with a market value of not less
than fifty percent of the deposit amount where the depository is a commercial bank and
not less than one hundred percent of the deposit amount where the depository is a
savings and loan or savings bank. This collateral must be pledged to the Treasury
Board and held by the Board in its designated trust depository or another depository
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10.

11.

12.

13.

14.

15.

16.

approved by the Board (§58.1-3149 and §2.2-4400).

Repurchase agreements which are collateralized with securities that are approved for
direct investment. The Treasurer may require that physical possession of the collateral
be taken (§2.2-4507). Physical possession must be taken when the term of the
repurchase agreement exceeds ten (10) days. The Treasurer shall execute a master
repurchase agreement with the bank or broker/dealer, which is the counterparty to the
repurchase transaction prior to entering into any repurchase transaction.

Banker’s acceptances from “prime quality” institutions. Prime quality shall be as
determined by one or more nationally recognized rating agencies (§2.2-4504).

“Prime quality” commercial paper (§2.2-4502). "Prime quality" shall be as rated by at
least two (2) of the following: Moody's Investors Service, Inc., within its
NCO/Moody's rating of P1, by Standard & Poor's, Inc., within its rating of A-1, by
Fitch Investor's Services, Inc., within its rating of F-1, by Duff and Phelps, Inc., within
its rating of D-1, or by their corporate successors (§2.2-4502.3).

“High quality” corporate notes (§2.2-4510). High quality shall be defined as a rating
of at least AA by Standard and Poor’s, at least Aa by Moody’s and at least AA/F1 by
Fitch and a maturity of no more than five (5) years. All investments should be rated
by at least two rating agencies.

Certificates representing ownership in either treasury bond principal at maturity or its
coupons for accrual periods. The underlying United States Treasury bonds or coupons
shall be held by a safekeeping agent independent of the seller of the certificates (§2.2-
4505).

The Local Government Investment Pool (LGIP). Investments in this pool are subject
to the rules and regulations as set forth by the Virginia Department of the Treasury
which manages the pool (§2.2-4602). The CFO shall, on a continual basis, monitor
the management and operations of the LGIP.

The State Non-Arbitrage Pool (SNAP). Investments in this pool are limited to
unexpended proceeds from the issuance of bonds, the interest on which is subject to
rebate under the provisions of the Tax Reform Act of 1986 (§2.2-4700), and reserve
accounts directly related to the issuance of debt or other credit agreement.

Open-end mutual funds, provided the funds are registered under the Security Act of
Virginia or the Federal Investment Act of 1940 and that the investments by such Funds
are restricted to the same securities as approved for direct investments (§2.2-4508).

Negotiable certifications of deposit and negotiable bank deposit notes of domestic
banks and domestic offices of foreign banks with a rating of at least A-1 by Standard
& Poor's, P-1 by Moody's Investor Service, Inc., A-1, by Fitch Investor's Services,
Inc., and F-1, by Duff and Phelps, Inc., for maturities of one year or less, and a rating
of at least AA by Standard & Poor's and Aa by Moody's Investor Service, Inc., for
maturities over one year and not exceeding five years (§2.2-4509).

Non-negotiable certificates of deposit of banks certified as qualified to hold Virginia

Public Deposits.
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DIVERSIFICATION & MATURITIES

The CFO will diversify holdings of the investment instruments to avoid incurring
unreasonable risk inherent in over-investing in any specific instruments or class of
instruments, individual financial institution or maturity schedule; while attaining market
average rates of return.

Length and allowable percentage of instruments maturity scheduling shall be timed
according to anticipated need. Investment maturities for operating funds shall be scheduled
to coincide with projected cash flow needs, taking into account large routine expenditures
as well as considering sizable blocks of anticipated revenues.

If a legally authorized stock, bond, note or other evidence of indebtedness of any city,
county, town or district situated in any one of the states of the United States has a PUT
option which requires the issuer of the instrument to return all principal, and accrued
interest within 30 days of the exercise of the PUT option, than the maturity of that
instrument will be considered the PUT option not the stated maturity of the instrument.

The table below shows the maximum length and maximum portfolio composition of each
investment class:

Class Length Percent of total
portfolio & cash
Stocks, bonds, notes and other evidences of 60 months of less 75%

indebtedness-of the Eommonwealth-of Virginia— _— -

Stocks, bonds, notes and other evidences of 60 months or less 100%
indebtedness of the United States

Stocks, bonds, notes and other evidences of 36 months or less 75%
indebtedness of any county, city, town, district,

authority or other public body of the

Commonwealth of Virginia

Legally authorized stocks, bonds, notes and other 36 months or less 75%
evidences of indebtedness of any city, county,

town or district situated in any one of the states of

the United States.

Savings accounts or time deposits (CDs) in any 24 months or less 60%
bank or savings and loan association within the
Commonwealth of Virginia

Repurchase Agreements 12 months or less 20%
Banker’s Acceptances 12 months or less 10%
Prime Quality Commercial Paper 270 days or less 35% with a 5% per

issuer limit
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Class Length Percent of total

ortfolio & cash
High Quality Corporate Notes 36 months or less 50%
Certificates representing ownership in either 36 months or less 25%
treasury bond principal at maturity or its coupons
for accrual periods
The Local Government Investment Pool (LGIP) N/A 100%
Open End Mutual Funds N/A Maximum 20% in any

one tund. Prior 3 year
history must exceed

internal performance by

25bps, net of mgmt fee.

The State Non-Arbitrage Pool (SNAP) N/A 100% of bond proceeds
or debt related reserve
account
Negotiable certificates of deposit and negotiable 24 months or less 25%

bank deposit notes

3 years or less 25% of net balance of
pooled investments,
using lowest portfolio
amount as target point.
Prior 3 year history
must exceed internal
performance by 25bps,
net of mgmt fee.

External Management Contract

DELIVERY REQUIREMENTS

Collateral for savings and time deposits shall be pledged according to the provisions of the
Security for Public Deposits Act and the requirements of the State Treasury Board
regulations.

All securities will be purchased on a delivery versus payment basis.
The Authority must designate one or more institutions to act as custodian for all non-
depository investments. Such institutions must be qualified to do business in the State of

Virginia as banks or trust companies. Delivery to the designated trustee, in lieu of physical
possession, meets these delivery requirements.
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REPORTS OF INVESTMENT ACTIVITY

REPORTS TO THE FINANCE COMMITTEE

The CFO shall report to the Finance Committee on a regular basis, as determined by the
Committee, such information as the Committee requires in order to fulfill its function. At
its discretion the Committee may require additional information or clarification from the
CFO either orally or in writing.

The reports to the Finance Committee shall consist of a summary of cash and investments
which are the assets of the Authority. This report, will list each depository, investment
firm or custodian with balances. A listing of all investments, a detailed report of the
investments held and the annual return being realized by each will be provided. A separate
report shall be prepared for each calendar month as of the last day of that month.

FINANCIAL STATEMENT BASIS

Financial statement presentation of investments, accrual of interest, amortization of
premiums and accretion of discounts shall be according to generally accepted accounting
principles as applied to municipalities. :

Those principals shall be as determined by the Commonwealth of Virginia Auditor of
Public Accounts, the American Institute of Certified Public Accountants and its designated
units, the Financial Accounting Standards Board and the Governmental Accounting

Standards Board.

Reporting components will include:
e Listing of individual securities held at the end of the reporting period.
Mark to market valuation on a monthly basis.

Average weighted yield to maturity of portfolio.

Listing of investments by maturity date.

Percentage of the total portfolio which each type of investment represents.

e @ o @

COMPLIANCE WITH THE CODE OF VIRGINIA
This policy seeks to restrict and define investment actions at a more detailed level than

presented in the Code of Virginia.

In the absence of any issue or situation not specifically addressed by this policy; any action
undertaken by the CFO or his staff will at all times be in compliance with the Code of
Virginia.
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ATTACHMENTS
GLOSSARY - Attachment 1

Accrual Basis
Basis of accounting under which revenues are recorded when earned and expenditures
are recorded as soon as they result in liabilities for benefits received.

Accrued Interest
The accumulated interest due on a bond as of the last interest payment made by the
issuer.

Agency Security
A debt security issued by a federal or federally sponsored agency. Federal agencies
are backed by the full faith and credit of the U.S. Government. Federally sponsored
agencies (FSAs) are backed by each particular agency with a market perception that
there is an implicit government guarantee. An example of federal agency is the
Government National Mortgage Association (GNMA). An example of a FSA is the
Federal National Mortgage Association (FNMA).

Amortization
The systematic reduction of the amount owed on a debt issue through periodic
payments of principal.
Arbitrage L ' D R
A technique employed to take advantage of price differences in separate markets. This
may be accomplished by purchasing a security in one market and immediately selling
in another market at a better price. As used in the context of investing public funds,
arbitrage means borrowing at low tax-exempt rates and investing in taxable
instruments. The arbitrage rebate provisions of the 1986 tax reform act govern this
type of activity.

Average Life
The average length of time that issues of serial bonds and/or term bonds with a
mandatory sinking fund feature is expected to be outstanding.

Bankers Acceptance
Negotiable time drafts drawn on commercial banks to finance import, export, shipment
and storage of goods. Banker’s acceptances are backed by the credit of the bank, which
assumes primary liability. The acceptance is further collateralized by the goods in
shipment or storage. Possession of a banker’s acceptance requires taking delivery of a
physical instrument.

Basis Point (bps)
A basis point refers to the measure of the yield to maturity of an investments calculated
to four decimal places. For example, one quarter of one percent would be expressed
as “twenty-five basis points”,

Bid
The indicated price at which a buyer is willing to purchase a security or commodity.
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Book Value
The value at which a security is carried on the inventory lists or other financial records
of an investor. The book value may differ significantly from the security’s current
value in the market.

Bond
A written, interest bearing certificate of debt with a promise to pay on a specific date
and with a set annual rate of interest.

Broker
A person or firm acting as an agent for buyers and sellers.

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 usually
at a slight premium to the bond’s original issue price to compensate the holder for loss
of income and ownership.

Call Risk
The risk to a bondholder that a bond may be redeemed prior to maturity.

Capital Reserve Fund
That portion of the County’s investment portfolio which the Treasurer may designate
for longer term investment. These funds are not currently required to meet the
County’s working capital needs and can be invested on a longer term basis.

Cash Equivalents
Instruments or investments of such high liquidity and safety that they are virtually as
good as cash. Examples are a money market fund and a treasury bill.

Cash Sale/Purchase
A transaction which calls for delivery and payment of securities on the same day that

the transaction is initiated.

Certificate of Deposit
A bank deposit evidenced by a negotiable or non-negotiable instrument which provides
on its face that the amount of such deposit is payable to the bearer or a specified person
on a certain date or upon notice in writing. Negotiable CD’s may be sold on the
secondary market, thus providing liquidity. Liquidation of non-negotiable CD’s
generally involves penalties.

Collateralization
Process by which a borrower pledges securities, property, or other deposits for the
purpose of securing the repayment of a loan and/or security.

Collusion
Collusion is a situation where two or more individuals are working in conjunction to

commit fraud.
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Commercial Paper
Business promissory notes, with a stated date of payment, which are usually sold at a
discount and are backed by the general credit of the company. The credit of
commercial paper may be enhanced by letters of credit from one or more banks.
Commercial paper is generally for terms of less than 270 days, longer corporate
obligations are referred to a notes or bonds and are subject to a greater degree of
regulation.

Compensating Balance
A minimum level of deposits maintained in one or more non-interesting bearing
accounts at a bank to defray the costs of banking services.

Coupon Rate
The annual rate of interest received by an investor from the issuer of certain types of
fixed-income securities. Also known as the “interest rate.”

Credit Quality
The measurement of the financial strength of a bond issuer. This measurement helps
an investor to understand an issuer’s ability to make timely interest payments and repay
the loan principal upon maturity. Generally, the higher the credit quality of a bond
issuer, the lower the interest rate paid by the issuer because the risk of default is lower.
Credit quality ratings are provided by nationally recognized rating agencies.

Credit Risk
The risk to an investor that an issuer will default in the payment of inferest and/or
principal on a security.

Current Yield (Current Return)
A yield calculation determined by dividing the annual interest received on a security
by the current market price of that security.

Custodial Safekeeping
Securities purchased from any bank or dealer including appropriate collateral (as
defined by state law) shall be placed with an independent third party for custodial
safekeeping.

Demand Deposit
A depository account from which withdrawals may be made as desired, e.g. a checking
account,

Derivative Security
Financial instrument created from, or whose value depends upon, one or more
underlying assets or indexes of asset values.

Discount

The amount or percentage at which a security sells below par value. For example, if a
bond with a $1,000 par value sells for $900 the discount is $100 or 10%.
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D.K.
“Don’t know”. If the delivery of a security fails because the trustee was not informed
to take delivery or because the security is delivered for a different amount than agreed
upon, the trade is “DK’ed”, meaning refused.

D.T.C.
The Depository Trust Company (DTC) of New York acts as the repository for all
securities which are electronic, as opposed to physical, delivery. These include all U.S.
Treasury and agency issues and certain issues of commercial paper.

D.V.P.
Delivery Verses Payment. Delivering securities “DVP” means that funds are not
released by the trustee until the security is delivered either in physical form or through
DTC.

Duration
A measure of the timing of the cash flows, such as the interest payments and the
principal repayment, to be received from a given fixed-income security. This
calculation is based on three variables: term to maturity, coupon rate, and yield to
maturity. The duration of a security is a useful indicator of its price volatility for given
changes in interest rates.

Fair Value
The amount at which an investment could be exchanged in a current transaction
between willing parties, other than in a forced or liquidation sale. -

FDIC
Federal Deposit Insurance Corporation

Federal Funds (Fed Funds)
Funds placed in Federal Reserve banks by depository institutions in excess of current
reserve requirements. These depository institutions may lend fed funds to each other
overnight or on a longer basis. They may also transfer funds among each other on a
same-day basis through the Federal Reserve banking system. Fed funds are considered
to be immediately available fupds.

Federal Funds Rate
Interest rate charged by one institution lending federal funds to the other.

Federal Reserve System

System established by the Federal Reserve Act of 1913 to regulate the U.S. monetary
and banking system. The Federal Reserve System (the Fed) is comprised of 12
regional Federal Reserve Banks, their 24 branches, and all national and state banks that
are part of the system. National banks are stockholders of the Federal Reserve Bank
in their regions. The Fed’s main functions are to regulate the national money supply,
set reserve requirements for member banks, supervise the printing of currency at the
mint, act as clearinghouse for the transfer of funds throughout the banking system and
examine member banks to make sure they meet various Federal Reserve regulations.

Attachment 1-4



FINRA
Financial Industry Regulatory Authority is the largest non-governmental regulator for
all securities firms doing business with the United States public.

Fiscal Year
A twelve-month period-of time to which the annual budget applies and at the end of
which a governmental unit determines its financial position and the results of its
operation.

Governmental Accounting Standards Board (GASB)
A nationally recognized board consisting of five members, appointed by and operating
under the Financial Accounting Foundation. The GASB is the highest source of
reporting and accounting guidance for state and local governments.

Government Securities
An obligation of the U.S. government, backed by the full faith and credit of the
government. These securities are regarded as the highest quality of investment
securities available in the U.S. securities market.

Interest Rate
See Coupon Rate.

Interest Rate Risk
‘The risk associated with declines or nses in interest rates Wthh cause an investment
in a fixed-income security to increase or decrease in value.

Internal Controls
Internal controls are procedures designed to protect the assets of the entity from loss,
theft, or misuse.

Inverted Yield Curve
A chart formation that illustrates long-term securities having lower yields than short-
term securities. This configuration usually occurs during periods of high inflation
coupled with low levels of confidence in the economy and a restrictive monetary

policy.

Investment
The use of capital to create more money, either through income producing vehicles or
through more risk-oriented ventures designed to result in capital gains. Investment
connotes the idea that safety of principal is important. Speculation, on the other hand,
is far riskier.

Investment Company Act of 1940
Federal legislation which sets the standards by which investment companies, such as
mutual funds, are regulated in the areas of advertising, promotion, performance
reporting requirements, and securities valuations.

Investment Policy
A concise and clear statement of the objectives and guidelines formulated by an
investor or investment manager for a portfolio of investment securities.
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Investment-grade Obligations
An investment instrument suitable for purchase by institutional investors under the
prudent person rule. Investment-grade is restricted to those obligations rated BBB or
higher by a rating agency.

Jumbo CD
A certificate of deposit of at least one hundred thousand dollars.

Liquidity
A measure of the ability to convert a security into cash with a minimum risk of loss of
principal or accrued interest. The easier the ability to convert the more liquid the

security.

Local Government Investment Pool (LGIP)
An investment by local governments in which their money is pooled as a method for
managing local funds.

Mark-to-market
The process whereby the book value or collateral value of a Security is adjusted to
reflect its current market value.

Market Risk
The risk that the value of a security will rise or decline as a result of changes in market
conditions. T e -
Market Value
Current market price of a security.

Maturity
The date on which payment of a financial obligation is due. The final stated maturity
is the date on which the issuer must retire a bond and pay the face value to the

bondholder.

Money Market Mutual Fund
Mutual funds that invest solely in money market instruments (short-term debt
instruments, such as Treasury bills, commercial paper, bankers’ acceptances, repos and
federal funds).

Municipal Obligation
A security issued by a state or local government, authority or similar entity. These
obligations are generally exempt from federal income tax. Taxable municipal
obligations are issued by localities or authorities for non-purpose projects.

Mutual Fund
An investment company that pools money and can invest in a variety of securities,
including fixed-income securities and money market instruments. Mutual funds are
regulated by the Investment Company Act of 1940 and must abide by the Securities
and Exchange Commission (SEC) disclosure guidelines.
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Mutual Fund Statistical Services
Companies that track and rate mutual funds, e.g., IBC/Donoghue, Lipper Analytical
Services, and Morningstar.

National Association of Securities Dealers (NASD)
A self-regulatory organization (SRO) of brokers and dealers in the over-the-counter
securities business. Its regulatory mandate includes authority over firms that distribute
mutual fund shares as well as other securities.

Net Asset Value
The market value of one share of an investment company, such as a mutual fund. This
figure is calculated by totaling a fund’s assets which includes securities, cash, and any
accrued earnings, subtracting this from the fund’s liabilities and dividing this total by
the number of shares outstanding. This is calculated once a day based on the closing
price for each security in the fund’s portfolio. [(Total assets) - (Liabilities)}/(Number
of shares outstanding).

No Load Fund
A mutual fund which does not levy a sales charge on the purchase of its shares.

Nominal Yield
The stated rate of interest that a bond pays its current owner, based on par value of the
security. It is also known as the “coupon,” “coupon rate,” or “interest rate.”

Offer
~ An indicated price at which market participants are willing to sell a security or
commodity. Also referred to as the “Ask price.”

Opportunity Cost
The highest price or rate of return an alternative course of actions would provide. In
securities investments, the cost of forgoing a safe return on an investment in hopes of
making a larger profit. For instance, an investor might buy a stock that shows great
promise but yields on 4%, even though a higher safe return is available in 2 money
market fund yielding 10%. The 6% yield difference is called the opportunity cost.

Par Value
The value of a security as expressed on its face without any consideration of any
premium, discount or accrued interest. Par value is also known as “face amount” or
“face value”.

Positive Yield Curve
A chart formation that illustrates short-term securities having lower yields than long-
term securities.

Premium

The amount by which the price paid for a security exceeds the par value. For example,
if a bond with a $1,000 par value sells for $1,100 the premium is $100 or 10%.
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Primary Dealer
A securities dealer that buys government securities directly from the Federal Reserve
Bank (the Fed) and that has met certain minimum financial criteria set by the Markets
Reports Division of the Federal Reserve Bank of New York. The Fed requires primary
dealers to maintain a minimum capital adequacy ratio of liquid capital to measured risk
that meets or exceeds 125 percent.

Prime Rate
A preferred interest rate charged by commercial banks to their most creditworthy
customers. Many interest rates are keyed to this rate.

Principal
The face value or par value of a debt instrument. Also may refer to the amount of
capital invested in a given security.

Prospectus _
A legal document that must be provided to any prospective purchaser of new securities
offerings registered with the SEC. This can include information on the issuer, the
issuer’s business, the proposed use of proceeds, the experience of the issuer’s
management, and certain certified financial statements.

Prudent Person Rule
An investment standard outlining the fiduciary responsibilities of public funds
investors relating to investment practices.
Repurchase Agreement (“Repo”)
A short term investment wherein an investor purchases a security (i.e. a Treasury
Bond) in return for the seller’s agreement to buy the security back on a specified date
for a specified amount greater that the amount the investor paid. The principal is
guaranteed and the return fixed under such an agreement.

Rule 2a-7 of the Investment Company Act :
Applies to all money market mutual funds and mandates such funds to maintain certain
standards, including a 13-month maturity limit and a 90-day average maturity on
investments, to help maintain a constant net asset value of one dollar ($1.00).

Safekeeping
Holding of assets (e.g., securities) by a financial institution.

SEA
Securities Exchange Act

Serial Bond
A bond issue, usually of a municipality, with various maturity dates scheduled at

regular intervals until the entire issue is retired.
Sinking Fund

Money accumulated on a regular basis in a separate custodial account that is used to
redeem debt securities or preferred stock issues. : :
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SLY
Safety, Liquidity and Yield

SNAP (State Non-Arbitrage Program)
An investment program established by the State Treasurer, as authorized under Section
2.1-234.9, to assist local bond issuers in the management, investment and accounting
of bond proceeds in compliance with certain provisions of the federal Tax Reform Act
of 1986. The purpose of this arrangement is to centralize the administrative and legal
requirements of compliance with complex IRS provisions regarding municipal bond
Arbitrage.

Swap
Trading one asset for another.

Term Bond
Bonds comprising a large part or all of a particular issue which come due in a single
maturity. The issuer usually agrees to make periodic payments into a sinking fund for
mandatory redemption of term bonds before maturity.

Time Deposit
A bank deposit drawing interest at intervals and having a restrictive level of
withdrawals, e.g. a savings account,

Total Return
The sum of all investment income plus changes in the capital value of the portfolio.
For mutual funds, return on an investment is composed of share price appreciation plus
any realized dividends or capital gains. This is calculated by taking the following
components during a certain time period. (Price Appreciation) + (Dividends paid) +
(Capital gains) = Total Return

Treasury Bills
Short-term U.S. government non-interest bearing debt securities with maturities of no
longer than one year and issued in minimum denominations of $10,000. Auctions of
three- and six-month bills are weekly, while auctions of one-year bills are monthly.
The yields on these bills are monitored closely in the money markets for signs of
interest rate trends.

Treasury Bonds
Long-term U.S. government debt securities with maturities of ten years or longer and
issued in minimum denominations of $1,000. Currently, the longest outstanding
maturity for such securities is 30 years.

Treasury Notes
Intermediate U.S. government debt securities with maturities of one to 10 years and
issued in denominations ranging from $1,000 to $1 million or more.

Treasury Obligations
Securities representing obligations backed by the full faith and credit of the United
States. Treasury bills are short term obligations (3 and 6 month), treasury notes are
medium term obligations (1 to 7 years) and treasury bonds are long term obligations
{(over 7 years).
Attachment 1-9



U.S. Agency Securities
Obligations issued by agencies established by the United States but not backed by the
full faith and credit of the government. These obligations are regarded as almost as
risk free as direct treasury issues as the federal government supervises and regulates
the issuers and is regarded as having a moral obligation to ensure repayment.

Volatility
A degree of fluctuation in the price and valuation of securities.

Weighted Average Maturity (WAM)
The average maturity of all the securities that comprise a portfolio. According to SEC
rule 2a-7, the WAM for SEC registered money market mutual funds may not exceed
90 days and no one security may have a maturity that exceeds thirteen months.

When Issued (WI)
A conditional transaction in which an authorized new security has not been issued. All
“when issued” transactions are settled when the actual security is issued.

Yield
The current rate of return on an investment security generally expressed as a percentage
of the security’s current price.

Yield-to-call (YTC)
The rate of return an investor earns from a bond assuming the bond is redeemed (called)
prior to its nominal maturity date. B '

Yield Curve
A graphic representation that depicts the relationship at a given point in time between
yields and maturity for bonds that are identical in every way except maturity. A normal
yield curve may be alternatively referred to as a positive yield curve.

Yield-to-maturity
The rate of return yielded by a debt security held to maturity when both interest
payments and the investor’s potential capital gain or loss are included in the calculation
of return.

Zero Balance Account
A disbursing account in which no cash is maintained. As checks drawn on the account
are presented the funds necessary to pay them are withdrawn from a master account at
the same bank. Zero balance accounts are used to control float or provide account
separation for specialized purposes.

Zero-coupon Securities

Security that is issued at a discount and makes no periodic interest payments. The rate
of return consists of a gradual accretion of the principal of the security.
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RELEVANT CODE SECTIONS - Attachment 2

CHAPTER 44
VIRGINIA SECURITY FOR PUBLIC DEPOSITS ACT

§ 2.2-4400. Short title; declaration of intent; applicability.

A. This chapter may be cited as the "Virginia Security for Public Deposits Act."

B. The General Assembly intends by this chapter to establish a single body of law
applicable to the pledge of security as collateral for public funds on deposit in financial
institutions so that the procedure for securing public deposits may be uniform
throughout the Commonwealth.

C. All public deposits in qualified public depositories that are required to be secured by
other provisions of law or by a public depositor shall be secured pursuant to this
chapter.

D. This chapter, however, shall not apply to deposits made by the State Treasurer in out-
of-state financial institutions related to master custody and tri-party repurchase
agreements, provided (i) such deposits do not exceed ten percent of average monthly
investment balances and (ii) the out-of-state financial institutions used for this purpose
have a short-term deposit rating of not less than A-1 by Standard & Poor's Rating
Service or P-1 by Moody's Investors Service, Inc., respectively.

(1973, c. 172, §§ 2.1-359, 2.1-361; 1984, c. 135; 2000, cc. 335, 352; 2001, c. 844.)

§ 2.2-4401. Definitions.
As used in this chapter, unless the context requires a different meaning:
"Default or insolvency” includes, but shall not be Timited to, the Tailiire or refusal of any
qualified public depository to return any public deposit upon demand or at maturity and
the issuance of an order of supervisory authority restraining such depository from making
payments of deposit liabilities or the appointment of a receiver for such depository.
"Eligible collateral” means securities of the character authorized as legal investments under
the laws of the Commonwealth for public sinking funds or other public funds and securities
acceptable under United States Treasury Department regulations as collateral for the
security of treasury tax and loan accounts and Federal Loan Bank letters-of-credit that
adhere to the guidelines as promulgated by the Treasury Board.
“Located in Virginia” means having a main office or branch office in the Commonwealth
where deposits accepted, checks are paid, and money is lent.
"Public deposit" means moneys of the Commonwealth or of any county, city, town or other
political subdivision thereof, including moneys of any commission, institution, committee,
board or officer of the foregoing and any state, circuit, county or municipal court, which
moneys are deposited in any qualified public depository in any of the following types of
accounts: nonnegotiable or registered time deposits, demand deposits, savings deposits,
and any other transaction accounts, and security for such deposit is required by other
provisions of law, or is required due to an election of the public depositor.
"Qualified public depository" means any national banking association, federal savings and
loan association or federal savings bank located in Virginia and any bank, trust company
or savings institution organized under Virginia law that receives or holds public deposits
that are secured pursuant to this chapter.
"Required collateral" of a qualified public depository means, (i) in the case of a bank, a
sum equal to fifty percent of the actual public deposits held at the close of business on the
last banking day in the month immediately preceding the date of any computation of such
balance, or the average balance of all public deposits for such preceding month, whichever
is greater, and (ii) in the case of a savings and loan association or savings bank, a sum equal
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to 100 percent of the average daily balance for the month immediately preceding the date
of any computation of such balance of all public deposits held by such depository but shall
not be less than 100 percent of the public deposits held by such depository at the close of
business on the last banking day in such preceding month.

"Treasurer” and "public depositor" means the State Treasurer, a county, city, or town
treasurer or director of finance or similar officer and the custodian of any other public
deposits secured pursuant to this chapter.

"Treasury Board" means the Treasury Board of the Commonwealth created by § 2.2-2415.
(1973, c. 172, § 2.1-360; 1984, c. 135; 1987, c. 718; 1996, c. 77; 1998, cc. 20, 21; 2001, c.
844; 2008, c.)

§ 2.2-4402. Collateral for public deposits.

Every qualified public depository shall deposit with the State Treasurer, or, with the
approval of the Treasury Board, with the Federal Reserve Bank of Richmond or any other
bank or trust company located within or without the Commonwealth, eligible collateral
equal to or in excess of the required collateral of such depository to be held subject to the
order of the Treasury Board. Eligible collateral shall be valued as determined by the
Treasury Board. Substitutions and withdrawals of eligible collateral may be made from
time to time under regulations issued by the Treasury Board.

Each qualified public depository shall, at the time of the deposit of eligible collateral,
deliver to the State Treasurer a power of attorney authorizing him to transfer any registered
securities deposited, or any part thereof, for the purpose of paying any of the liabilities
provided for in this chapter.

Notwithstanding any other provisions of law, no depository shall be required to give bond
or pledge securities in the manner herein provid ed for the purpose of securing deposits
received or held in the trust department of the depository and that are secured as required
by § 6.1-21 or that are secured pursuant to Title 12, § 92a of the United States Code by
securities of the classes prescribed by § 6.1-21.

No qualified public depository shall accept or retain any public deposit that is required to
be secured unless it has deposited eligible collateral equal to its required collateral with
some proper depository pursuant to this chapter.

(1973, c. 172, § 2.1-362; 2001, c. 844.)

§ 2.2-4403. Procedure for payment of losses where depository is bank.

When the Treasury Board is advised by any treasurer or otherwise determines that a default

or insolvency has occurred with regard to a qualified public depository that is a bank, it

shall as promptly as practicable make payment to the proper treasurer of all funds subject
to such default or insolvency, pursuant to the following procedures:

1. The Treasury Board and the treasurer shall ascertain the amount of public funds on
deposit with the qualified public depository in default or insolvent that are secured
pursuant to this chapter, either with the cooperation of the Commissioner of Financial
Institutions or receiver appointed for such depository or by any other means available,
and the amount of deposit insurance applicable to such deposits.

2. The amount of such public deposits ascertained as provided in subdivision 1, net of
applicable deposit insurance, shall be assessed by the Treasury Board first against the
depository in default or insolvent to the extent of the full realizable current market
value of the collateral deposited by it to secure its public deposits, and second, to the
extent that such collateral is insufficient to satisfy the liability of the depository upon
its deposits secured pursuant to this chapter against each of the other qualified public
depositories according to the ratio that the average daily balance for each month of the
secured public deposits held by the depository during the twelve calendar months
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immediately preceding the date of the default or insolvency with respect to which the
assessment is made bears to the total average daily balance for each month of all
secured public deposits held by all qualified public depositories that are banks, other
than the defaulting depository, during those twelve calendar months.

3. Assessments made by the Treasury Board shall be payable on the second busmess day
following demand, and in case of the failure of any qualified public depository to pay
such assessment when due, the State Treasurer shall promptly take possession of the
eligible collateral deposited with him or with the Federal Reserve Bank of Richmond
or other bank or trust company pursuant to this chapter and liquidate the same to the
extent necessary to pay such assessment and turn over such amounts received to the
Treasury Board.

4. Upon receipt of such assessment, payments or the proceeds of the eligible collateral
liquidated to pay such assessments from the State Treasurer, the Treasury Board shall
reimburse the public depositors to the extent of the depository's deposit liability to
them, net of any applicable deposit insurance.

(1973, ¢. 172, § 2.1-363; 1978, c. 14; 1984, c. 135; 2001, ¢. 844.)

§ 2.2-4404. Procedure for payment of losses where depository is savings bank or

savings and loan association.

When the Treasury Board is advised by any treasurer or otherwise determines that a default

or insolvency has occurred with regard to a qualified public depository that is a savings

bank or a savings and loan association, it shall as promptly as practicable make payment
to the proper treasurer of all funds subject to such default or insolvency, pursuant to the
following procedures: g —_—
The Treasury Board and the treasurer shall ascertain the amount of public funds on
deposit with the qualified public depository in default or insolvent that are secured
pursuant to this chapter, either with the cooperation of the Commissioner of Financial
Institutions or receiver appointed for such depository or by any other means available,
and the amount of deposit insurance applicable to such deposits.

2. The amount of such public deposits ascertained as provided in subdivision 1 net of
applicable deposit insurance, shall be assessed by the Treasury Board against the
depository in default or insolvent. The State Treasurer shall promptly take possession
of such of the eligible collateral deposited by such depository with him, or with any
other depository pursuant to this chapter, as is necessary to satisfy the assessment of
the Treasury Board and shall liquidate the same and turn over the proceeds thereof to
the Treasury Board.

3. Upon receipt from the State Treasurer of the payments or proceeds of the eligible
collateral liquidated to pay such assessments from the State Treasurer, the Treasury
Board shall reimburse the public depositors to the extent of the depository's deposit
liability to them, net of any applicable deposit insurance.

(1984, c. 135, § 2.1-363.1; 2001, c. 844.)

§ 2.2-4405. Powers of Treasury Board relating to the administration of this chapter.

The Treasury Board shall have power to:

1. Make and enforce regulations necessary and proper to the full and complete
performance of its functions under this chapter;

2. Prescribe regulations fixing terms and conditions consistent with this chapter under
which public deposits may be received and held;

3. Require such additional collateral, in excess of the required collateral of any qualified
public depository, of any and all such depositories as it may determine prudent under
the circumstances;
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4. Determine what securities shall be acceptable as eligible collateral, and to fix the
percentage of face value or market value of such securities that can be used to secure
public deposits;

5. Require any qualified public depository to furnish such information concerning its
public deposits; and

6. Determine when a default or insolvency has occurred and to take such action as it may
deem advisable for the protection, collection, compromise or settlement of any claim
arising in case of default or insolvency.

(1973, c. 172, § 2.1-364; 2001, c. 844.)

§ 2.2-4406. Subrogation of Treasury Board to depositor's rights; payment of sums
received from distribution of assets.

Upon payment in full to any public depositor, the Treasury Board shall be subrogated to
all of such depositor's rights, title and interest against the depository in default or insolvent
and shall share in any distribution of its assets ratably with other depositors. Any sums
received from any such distribution shall be paid to the other qualified public depositories
against which assessments were made, in proportion to such assessments, net of any proper
expense of the Treasury Board in enforcing any such claim.

(1973, ¢. 172, § 2.1-365; 2001, c. 844.)

§ 2.2-4407. Deposit of public funds in qualified public depository mandatory.

No public deposit that is required to be secured pursuant to this chapter shall be made
except in a qualified public depository.
(1973, c. 172, § 2.1-366; 2001, c. 844.)

§ 2.2-4408. Authority to deposit public funds.

A. All treasurers and public depositors are hereby authorized to deposit funds under their
control in qualified public depositories securing public deposits pursuant to this
chapter.

B. Local officials handling public funds in the Commonwealth may not require from a
depository institution any pledge of collateral for their deposits in such institution
which is in excess of the requirements of this chapter.

(1973, c. 172, § 2.1-367; 1980, c. 538, § 2.1-234.5; 1998, cc. 20, 21; 2001, c. 844.)

§ 2.2-4409. Authority to secure public deposits; acceptance of liabilities and duties by
public depositories.

All institutions located in the Commonwealth that are permitted to hold and receive public
deposits are hereby authorized to secure such deposits in accordance with this chapter.
Any institution accepting a public deposit that is required to be secured pursuant to this
chapter shall be deemed to have accepted the liabilities and duties imposed upon it pursuant
to this chapter with respect to the deposit.

(1973, c. 172, § 2.1-368; 2001, c. 844.)

§ 2.2-4410. Liability of treasurers or public depositors.

When deposits are made in accordance with this chapter no treasurer or public depositor
shall be liable for any loss thereof resulting from the failure or default of any depository in
the absence of negligence, malfeasance, misfeasance, or nonfeasance on his part or on the
part of his assistants or employees.

(1973, c. 172, § 2.1-370; 2001, c. 844.)
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§ 2.2-4411. Reports of public depositories.

Within ten days after the end of each calendar month or when requested by the Treasury
Board each qualified public depository shall submit to the Treasury Board a written report,
under oath, indicating (i) the total amount of public deposits held by it at the close of
business on the last banking day in the month, (ii) the average daily balance for the month
of all secured public deposits held by it during the month, (iii) a detailed schedule of
pledged collateral at its current asset value for purposes of collateral at the close of business
on the last banking day in the month, and (iv) any other information with respect to its
secured public deposits that may be required by the Treasury Board. Each qualified public
depository shall also furnish at the same time to each public depositor for which it holds
deposits and that makes a written request therefore a schedule of the secured public
deposits to the credit of such depositor as of the close of business on the last banking day
in the month and the total amount of all secured public deposits held by it upon such date.
(1973, ¢c. 172, § 2.1-369; 1979, c. 154; 2001, c. 844.)
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CHAPTER 45
INVESTMENT OF PUBLIC FUNDS ACT

§ 2.2-4500. Legal investments for public sinking funds.

The Commonwealth, all public officers, municipal corporations, -other political
subdivisions and all other public bodies of the Commonwealth may invest any sinking
funds belonging to them or within their control in the following securities:

1.

Bonds, notes and other evidences of indebtedness of the Commonwealth, and securities
unconditionally guaranteed as to the payment of principal and interest by the
Commonwealth.

Bonds, notes and other obligations of the United States, and securities unconditionally
guaranteed as to the payment of principal and interest by the United States, or any
agency thereof. The evidences of indebtedness enumerated by this subdivision may be
held directly, or in the form of repurchase agreements collateralized by such debt
securities, or in the form of securities of any open-end or closed-end management type
investment company or investment trust registered under the Investment Company Act
of 1940, provided that the portfolio of such investment company or investment trust is
limited to such evidences of indebtedness, or repurchase agreements collateralized by
such debt securities, or securities of other such investment companies or investment
trusts whose portfolios are so restricted.

Bonds, notes and other evidences of indebtedness of any county, city, town, district,
authority or other public body of the Commonwealth upon which there is no default;
provided, that such bonds, notes and other evidences of indebtedness of any county,
city, town, district, authority or other public body are either direct legal obligations of,
or those unconditionally guaranteed as to the payment of principal and interest by the

‘county, city, town, district, authority or other public body in question; and revenue

bonds issued by agencies or authorities of the Commonwealth or its political
subdivisions upon which there is no default.

Bonds and other obligations issued, guaranteed or assumed by the International Bank
for Reconstruction and Development, bonds and other obligations issued, guaranteed
or assumed by the Asian Development Bank and bonds and other obligations issued,
guaranteed or assumed by the African Development Bank.

Savings accounts or time deposits in any bank or savings institution within the
Commonwealth provided the bank or savings institution is approved for the deposit of
other funds of the Commonwealth or other political subdivision of the Commonwealth.

(1956, c. 184, § 2-297; 1958, c. 102; 1966, c. 677, § 2.1-327; 1970, c. 75; 1974, c. 288;
1986, c. 270; 1988, cc. 526, 834; 1996, cc. 77, 508; 2001, c. 844.)

§ 2.2-4501. Legal investments for other public funds.
A. The Commonwealth, all public officers, municipal corporations, other political

subdivisions and all other public bodies of the Commonwealth may invest any and all

moneys belonging to them or within their control, other than sinking funds, in the

following:

1) Stocks, bonds, notes, and other evidences of indebtedness of the Commonwealth
and those unconditionally guaranteed as to the payment of principal and interest
by the Commonwealth.

2) Bonds, notes and other obligations of the United States, and securities
unconditionally guaranteed as to the payment of principal and interest by the
United States, or any agency thereof. The evidences of indebtedness enumerated
by this subdivision may be held directly, or in the form of repurchase agreements
collateralized by such debt securities, or in the form of securities of any open-end
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3)

4

5)

or closed-end management type investment company or investment trust registered
under the Investment Company Act of 1940, provided that the portfolio of such
investment company or investment trust is limited to such evidences of
indebtedness, or repurchase agreements collateralized by such debt securities, or
securities of other such investment companies or investment trusts whose
portfolios are so restricted.
Stocks, bonds, notes and other evidences of indebtedness of any state of the United
States upon which there is no default and upon which there has been no default for
more than ninety days; provided, that within the twenty fiscal years next preceding
the making of such investment, such state has not been in defauit for more than
ninety days in the payment of any part of principal or interest of any debt
authorized by the legislature of such state to be contracted.
Stocks, bonds, notes and other evidences of indebtedness of any county, city, town,
district, authority or other public body in the Commonwealth upon which there is
no default; provided, that if the principal and interest be payable from revenues or
tolls and the project has not been completed, or if completed, has not established
an operating record of net earnings available for payment of principal and interest
equal to estimated requirements for that purpose according to the terms of the
issue, the standards of judgment and care required in Article 2 (§ 26-45.3 et seq.)
of Chapter 3 of Title 26, without reference to this section, shall apply.

In any case in which an authority, having an established record of net earnings

available for payment of principal and interest equal to estimated requirements for

that purpose according to the terms of the issue, issues additional evidences of
indebtedness for the purposes of acquiring or constructing additional facilities of
the same general character that it is then operating, such additional evidences of
indebtedness shall be governed by the provisions of this section without limitation,

Legally authorized stocks, bonds, notes and other evidences of indebtedness of any

city, county, town or district situated in any one of the states of the United States

upon which there is no default and upon which there has been no default for more
than ninety days; provided, that

i) within the twenty fiscal years next preceding the making of such investment,
such city, county, town or district has not been in default for more than ninety
days in the payment of any part of principal or interest of any stock, bond, note
or other evidence of indebtedness issued by it;

if) such city, county, town or district shall have been in continuous existence for
at least twenty years;

iii) such city, county, town or district has a population, as shown by the federal
census next preceding the making of such investment, of not less than 25,000
inhabitants;

iv) the stocks, bonds, notes or other evidences of indebtedness in which such
investment is made are the direct legal obligations of the city, county, town or
district issuing the same;

v) the city, county, town or district has power to levy taxes on the taxable real
property therein for the payment of such obligations without limitation of rate
or amount; and

vi) the net indebtedness of such city, county, town or district (including the issue
in which such investment is made), after deducting the amount of its bonds
issued for self-sustaining public utilities, does not exceed ten percent of the
value of the taxable property in such city, county, town or district, to be
ascertained by the valuation of such property therein for the assessment of
taxes next preceding the making of such investment.
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6) Bonds and other obligations issued, guaranteed or assumed by the International
Bank for Reconstruction and Development, by the Asian Development Bank or by
the African Development Bank.

B. This section shall not apply to retirement funds and deferred compensation plans to be

invested pursuant to §§ 51.1-124.30 through 51.1-124.35 or § 51.1-601.

C. Investments made prior to July 1, 1991, pursuant to § 51.1-601 are ratified and deemed
valid to the extent that such investments were made in conformity with the standards

set forth in Chapter 6 (§ 51.1-600 et seq.) of Title 51.1.

(1956, c. 184, § 2-298; 1966, c. 677, § 2.1-328; 1980, c. 596; 1988, c. 834; 1991, c. 379;
1992, c. 810; 1996, c. 508; 1999, c. 772; 2001, c. 844.)

§ 2.2-4502. Investment of funds of Commonweéalth, political subdivisions, and public

bodies in "prime quality” commercial paper.

A. The Commonwealth, all public officers, municipal corporations, other political
subdivisions and all other public bodies of the Commonwealth may invest any and all
moneys belonging to them or within their control other than sinking funds in "prime
quality" commercial paper, with a maturity of 270 days or less, of issuing corporations
organized under the laws of the United States, or of any state thereof including paper
issued by banks and bank holding companies. "Prime quality” shall be as rated by at
least two of the following: Moody's Investors Service, Inc., within its NCO/Moody's
rating of prime 1, by Standard & Poor’s, Inc., within its rating of A-1, by Fitch
Investor's Services, Inc., within its rating of F-1, by Duff and Phelps, Inc., within its
rating of D-1, or by their corporate successors, provided that at the time of any such
investment:

1) The issuing corporation, or its guarantor, has a net worth of at least fifty million
dollars; and

2) The net income of the issuing corporation, or its guarantor, has averaged three
million dollars per year for the previous five years; and

3) All existing senior bonded indebtedness of the issuer, or its guarantor, is rated "A"

or better or the equivalent rating by at least two of the following: Moody's Investors
Service, Inc., Standard & Poor's, Inc., Fitch Investor's Services, Inc., or Duff and
Phelps, Inc.
Not more than thirty-five percent of the total funds available for investment may
be invested in commercial paper, and not more than five percent of the total funds
available for investment may be invested in commercial paper of any one issuing
corporation.

B. Notwithstanding subsection A, the Commonwealth, municipal corporations, other
political subdivisions and public bodies of the Commonwealth may invest any and all
moneys belonging to them or within their control, except for sinking funds, in
commercial paper other than "prime quality" commercial paper as defined in this
section provided that: :

1) Prior written approval is obtained from the governing board, committee or other
entity that determines investment policy. The Treasury Board shall be the
governing body for the Commonwealth; and

2) A written internal credit review justifying the creditworthiness of the issuing
corporation is prepared in advance and made part of the purchase file.

(1973, c. 232, § 2.1-328.1; 1974, c. 295; 1976, c. 665; 1986, c. 170; 1987, c. 73; 1988, c.

834; 1992, c. 769; 2001, c. 844.)

§ 2.2-4503.
Not set out.
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§ 2.2-4504. Investment of funds by the Commonwealth and political subdivisions in
bankers' acceptances.

Notwithstanding any provisions of law to the contrary, all public officers, municipal
corporations, other political subdivisions and all other public bodies of the Commonwealth
may invest any and all moneys belonging to them or within their control other than sinking
funds in bankers' acceptances.

(1981, c. 18, § 2.1-328.3; 1988, c. 834; 2001, c. 844.)

§ 2.2-4505. Investment in certificates representing ownership of treasury bond
principal at maturity or its coupons for accrued periods.

Notwithstanding any provision of law to the contrary, the Commonwealth, all public
officers, municipal corporations, other political subdivisions and all other public bodies of
the Commonwealth may invest any and all moneys belonging to them or within their
control, in certificates representing ownership of either treasury bond principal at maturity
or its coupons for accrued periods. The underlying United States Treasury bonds or
coupons shall be held by a third-party independent of the seller of such certificates.

(1983, ¢. 117, § 2.1-328.5; 1985, c. 352; 1988, c. 834; 2001, c. 844.)

§ 2.2-4506. Securities lending.

Notwithstanding any provision of law to the contrary, the Commonwealth, all public
officers, municipal corporations, political subdivisions and all public bodies of the
Commonwealth may engage in securities lending from the portfolio of investments of
which they have custody and control, other than sinking funds. The Treasury Board shall
develop guidelines with which such securities lending shall fully comply. Such guidelines
shall ensure that the state treasury is at all times fully collateralized by the borrowing
institution.

(1983, c. 268, § 2.1-328.6; 2001, c. 844.)

§ 2.2-4507. Investment of funds in overnight, term and open repurchase agreements.
Notwithstanding any provision of law to the contrary, the Commonwealth, all public
officers, municipal corporations, other political subdivisions and all other public bodies of
the Commonwealth, may invest any and all moneys belonging to them or within their
control in overnight, term and open repurchase agreements that are collateralized with
securities that are approved for direct investment.

(1985, c. 352, § 2.1-328.8; 1988, c. 834; 2001, c. 844.)

§ 2.2-4508. Investment of certain public moneys in certain mutual funds.
Notwithstanding any provision of law to the contrary, the Commonwealth, all public
officers, municipal corporations, other political subdivisions and all other public bodies of
the Commonwealth may invest any and all moneys belonging to them or within their
control, other than sinking funds that are governed by the provisions of § 2.2-4500, in one
or more open-end investment funds, provided that the funds are registered under the
Securities Act (§ 13.1-501 et seq.) of the Commonwealth or the Federal Investment Co.
Act of 1940, and that the investments by such funds are restricted to investments otherwise
permitted by law for political subdivisions as set forth in this chapter, or investments in
other such funds whose portfolios are so restricted.

(1986, c. 170, § 2.1-328.9; 1988, c. 834; 1996, c. 508; 2001, c. 844.)

§ 2.2-4509. Investment of funds in negotiable certificates of deposit and negotiable
bank deposit notes.
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Notwithstanding any provision of law to the contrary, the Commonwealth and all public
officers, municipal corporations, and other political subdivisions and all other public bodies
of the Commonwealth may invest any or all of the moneys belonging to them or within
their control, other than sinking funds, in negotiable certificates of deposit and negotiable
bank deposit notes of domestic banks and domestic offices of foreign banks with a rating
of at least A-1 by Standard & Poor's and P-1 by Moody's Investor Service, Inc., for
maturities of one year or less, and a rating of at least AA by Standard & Poor's and Aa by
Moody's Investor Service, Inc., for maturities over one year and not exceeding five years.
(1998, cc. 20, 21, § 2.1-328.15; 2001, c. 844.)

§ 2.2-4510. Investment of funds in corporate notes.

A. Notwithstanding any provision of law to the contrary, the Commonwealth, all public
officers, municipal corporations, other political subdivisions and all other public
bodies of the Commonwealth may invest any and all moneys belonging to them or
within their control, other than sinking funds, in high quality corporate notes with a
rating of at least Aa by Moody's Investors Service, Inc., and a rating of at least AA by
Standard and Poors, Inc., and a maturity of no more than five years.

B. Notwithstanding any provision of law to the contrary, any qualified public entity of the
Commonwealth may invest any and all moneys belonging to it or within its control,
other than sinking funds, in high quality corporate notes with a rating of at least A by
two rating agencies, one of which shall be either Moody's Investors Service, Inc., or
Standard and Poors, Inc.

As used in this section, "qualified public entity" means any state agency or institution of

the Commonwealth, having an internal or external public funds manager with professional

investment management capabilities. d -

(1987, c. 187, § 2.1-328.10; 1988, c. 834; 1994, c. 145; 2001, c. 844; 2002, cc. 18, 438.)

§ 2.2-4511. Investment of funds in asset-backed securities.

Notwithstanding any provision of law to the contrary, any qualified public entity of the
Commonwealth may invest any and all moneys belonging to it or within its control, other
than sinking funds, in asset-backed securities with a duration of no more than five years
and a rating of no less than AAA by two rating agencies, one of which must be either
Moody's Investors Service, Inc., or Standard and Poors, Inc. '

As used in this section, "qualified public entity" means any state agency, institution of the
Commonwealth or statewide authority created under the laws of the Commonwealth
having an internal or external public funds manager with professional investment
management capabilities.

(1994, c. 145, § 2.1-328.13; 1997, c. 29; 2001, c. 844.)

§ 2.2-4512. Investment of funds by State Treasurer in obligations of foreign sovereign
governments.

Notwithstanding any provision of law to the contrary, the State Treasurer may invest
unexpended or excess moneys in any fund or account over which he has custody and
control, other than sinking funds, in fully hedged debt obligations of sovereign
governments and companies that are fully guaranteed by such sovereign governments, with
a rating of at least AAA by Moody's Investors Service, Inc., and a rating of at least AAA
by Standard and Poors, Inc., and a maturity of no more than five years.

Not more than ten percent of the total funds of the Commonwealth available for investment
may be invested in the manner described in this section.

(1988, c. 461, § 2.1-328.11; 2001, c. 844.)
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§ 2.2-4513. Investments by transportation commissions.

Transportation commissions that provide rail service may invest in, if required as a
condition to obtaining insurance, participate in, or purchase insurance provided by, foreign
insurance companies that insure railroad operations.

(1988, c. 834, § 2.1-328.12; 2001, c. 844.)

§ 2.2-4514. Commonwealth and its political subdivisions as trustee of public funds;
standard of care in investing such funds.

Public funds held by the Commonwealth, public officers, municipal corporations, political
subdivisions, and any other public body of the Commonwealth shall be held in trust for the
citizens of the Commonwealth. Any investment of such funds pursuant to the provisions
of this chapter shall be made solely in the interest of the citizens of the Commonwealth and
with the care, skill, prudence, and diligence under the circumstances then prevailing that a
prudent person acting in a like capacity and familiar with such matters would use in the
conduct of an enterprise of a like character and with like aims.

(1996, c. 437, § 2.1-328.14; 2001, c. 844.)

§ 2.2-4515. Collateral and safekeeping arrangements.

Securities purchased pursuant to the provisions of this chapter shall be held by the public
official, municipal corporation or other political subdivision or public body or its custodial
agent who may not otherwise be a counterparty to the investment transaction. Securities
held on the books of the custodial agent by a custodial agent shall be held in the name of
the municipal corporation, political subdivision or other public body subject to the public
body's order of withdrawal. The responsibilities of the public official, municipal
corporation, political subdivision or other public body Shall be evidenced by a written
agreement that shall provide for delivery of the securities by the custodial agent in the event
of default by a counterparty to the investment transaction.

As used in this section, "counterparty” means the issuer or seller of a security, an agent
purchasing a security on behalf of a public official, municipal corporation, political
subdivision or other public body or the party responsible for repurchasing securities
underlying a repurchase agreement.

The provisions of this section shall not apply to (i) investments with a maturity of less than
thirty-one calendar days or (ii) the State Treasurer, who shall comply with safekeeping
guidelines issued by the Treasury Board or to endowment funds invested in accordance
with the provisions of the Uniform Prudent management of Institutional Funds Act, Article
1.1 (§ 55-268.1 et seq.) of Chapter 15 of Title 55.

(1988, c. 834, § 2.1-329.01; 2001, c. 844; 2008, c. 184.)

§ 2.2-4516. Liability of treasurers or public depositors.

When investments are made in accordance with this chapter, no treasurer or public
depositor shall be liable for any loss there from in the absence of negligence, malfeasance,
misfeasance, or nonfeasance on his part or on the part of his assistants or employees.
(1979, c. 135, § 2.1-329.1; 2001, c. 844.)

§ 2.2-4517. Contracts on interest rates, currency, cash flow or on other basis.

A. Any state entity may enter into any contract or other arrangement that is determined to
be necessary or appropriate to place the obligation or investment of the state entity, as
represented by bonds or investments, in whole or in part, on the interest rate cash flow
or other basis desired by the state entity. Such contract or other arrangement may
include contracts providing for payments based on levels of, or changes in, interest
rates. These contracts or arrangements may be entered into by the state entity in
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connection with, or incidental to, entering into, or maintaining any (i) agreement that
secures bonds or (ii) investment, or contract providing for investment, otherwise
authorized by law. These contracts and arrangements may contain such payment,
security, default, remedy, and other terms and conditions as determined by the state
entity, after giving due consideration to the creditworthiness of the counterparty or
other obligated party, including any rating by a nationally recognized rating agency,
and any other criteria as may be appropriate. The determinations referred to in this
subsection may be made by the Treasury Board, the governing body of the state entity
or any public funds manager with professional investment capabilities duly authorized
by the Treasury Board or the governing body of any state entity authorized to issue
such obligations to make such determinations.

As used in this section, "state entity” means the Commonwealth and all agencies,
authorities, boards and institutions of the Commonwealth.

B. Any money set aside and pledged to secure payments of bonds or any of the contracts
entered into pursuant to this section may be invested in accordance with this chapter
and may be pledged to and used to service any of the contracts or other arrangements
entered into pursuant to this section.

(2002, c. 407.)

§ 2.2-4518. Investment of funds in certificates of deposit.

A. Notwithstanding any provision of law to the contrary, the Commonwealth and all
public officers, municipal corporations, other political subdivisions, and all other
public bodies of the Commonwealth, each referred to in this section as a "public
entity," may invest any or all of the moneys belonging to them or within their control
in accordance with the following conditions: e >
1) The moneys are initially invested through any federally insured bank or savings

institution selected by the public entity that is qualified by the Virginia Treasury
Board to accept public deposits;

2) The selected bank or savings institution arranges for the deposit of the moneys in
certificates of deposit in one or more federally insured banks or savings institutions
wherever located, for the account of the public entity;

3) The full amount of principal and any accrued interest of each such certificate of
deposit are covered by federal deposit insurance;

4) The selected bank or savings institution acts as custodian for the public entity with
respect to such certificates of deposit issued for the public entity's account; and

5) At the same time that the public entity's moneys are deposited and the certificates
of deposit are issued, the selected bank or savings institution receives an amount
of deposits from customers of other financial institutions wherever located equal
to or greater than the amount of moneys invested by the public entity through the
selected bank or savings institution.

B. Moneys arranged to be invested by the selected bank or savings institution in
certificates of deposit in one or more federally insured banks or savings institutions
wherever located, for the account of the public entity in accordance with the conditions
prescribed in subsection A shall not be subject to the provisions of Chapter 44 (§ 2.2-
4400 et seq.), § 2.2-4515, or any security or collateral requirements that may otherwise
be applicable to the investment or deposit of public moneys by government investors.

(2008, c. 103.)
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CHAPTER 46
LOCAL GOVERNMENT INVESTMENT POOL ACT

§ 2.2-4600. Short title; definitions.
This chapter may be cited as the "Local Government Investment Pool Act.”
(1980, c. 538, §§ 2.1-234.1, 2.1-234.3; 1996, c. 77; 2001, c. 844.)

§ 2.2-4601. Findings and purpose.

A.

The General Assembly finds that the public interest is served by maximum and prudent

investment of public funds so that the need for taxes and other public revenues is

decreased commensurately with the earnings on such investments. In selecting among

avenues of investment, the highest rate of return, consistent with safety and liquidity,

shall be the objective.

The purpose of this chapter is to secure the maximum public benefit from the

investment of public funds, and, in furtherance of such purposes to:

1) Establish and maintain a continuing statewide policy for the deposit and
investment of public funds;

2) Establish a state-administered pool for the investment of local government funds;
and

3) Authorize treasurers or any other person collecting, disbursing, or otherwise
handling public funds to invest such public funds either in accordance with Chapter
45 (§ 2.2-4500 et seq.) of this title or through the local government investment
pool created by the chapter.

The General Assembly finds that the objectives of this chapter will best be obtained

through improved money management, emphasizing the primary requirements of

safety and liquidity and recognizing the different investment objectives of operating

and permanent funds.

(1980, c. 538, § 2.1-234.2; 2001, c. 844.)

§ 2.2-4602. Local government investment pool created.

A.

A local government investment pool is created, consisting of the aggregate of all funds
from local officials handling public funds that are placed in the custody of the State
Treasurer for investment and reinvestment as provided in this chapter.
The Treasury Board or its designee shall administer the local government investment
pool on behalf of the participating local officials subject to regulations and guidelines
adopted by the Treasury Board.
The Treasury Board or its designee shall invest moneys in the local government
investment pool with the degree of judgment and care, under circumstances then
prevailing, which persons of prudence, discretion, and intelligence exercise in the
management of their own affairs, not for speculation, but for investment, considering
the probable safety of their capital as well as the probable income to be derived.
Specifically, the types of authorized investments for local government investment pool
assets shall be limited to those set forth for local officials in Chapter 45 (§ 2.2-4500 et
seq.) of this title.
A separate account for each participant in the fund shall be kept to record individual
transactions and totals of all investments belonging to each participant. A monthly
report showing the changes in investments made during the preceding month shall be
furnished to each participant having a beneficial interest in the local government
investment pool. Details of any investment transaction shall be furnished to any
participant upon request.
The Treasury Board or its designee shall administer and handle the accounts in the
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same manner as bond and sinking fund trust accounts.

F. The principal and accrued income, and any part thereof, of each and every account
maintained for a participant in the local government investment pool shall be subject
to payment at any time from the local government investment pool upon request,
subject to applicable regulations and guidelines. Accumulated income shall be remitted
or credited to each participant at least quarterly.

G. Except as provided in this section, all instruments of title of all investments of the local
government investment pool shall remain in the custody of the State Treasurer. The
State Treasurer may deposit with one or more fiscal agents or banks, those instruments
of title he considers advisable, to be held in safekeeping by the agents or banks for
collection of the principal and interest or other income, or of the proceeds of sale. The
State Treasurer shall collect the principal and interest or other income from investments
of the investment pool, the instruments of title to which are in his custody, when due
and payable.

(1980, c. 538, § 2.1-234.8; 1984, c. 320; 1988, c. 834; 2001, c. 844.)

§ 2.2-4603. Investment authority.

Subject to the procedures set forth in this chapter, any local official handling public funds
may invest and reinvest any money subject to his control and jurisdiction in the local
government investment pool established by § 2.2-4602.

(1980, c. 538, § 2.1-234.4; 1988, c. 834; 2001, c. 844.)

§ 2.2-4604. Interfund pooling for investment purposes.

Local officials handling public funds may effect temporary transfers among separate funds
for the purpose of pooling amounts available Tor investment. This pooling may be
accomplished through interfund advances and other appropriate means consistent with
recognized principles of governmental accounting provided that (i) moneys are available
for the investment period required; (ii) the investment fund can repay the advance by the
time needed; (iii) the transactions are fully and promptly recorded; and (iv) the interest
earned is credited to the loaning or advancing jurisdiction.

(1980, c. 538, § 2.1-234.6; 1981, c. 583; 2001, c. 844.)

§ 2.2-4605. Powers of Treasury Board relating to the administration of local
government investment pool.
A. The Treasury Board shall have power to:

1) Make and adopt regulations necessary and proper for the efficient administration
of the local government investment pool hereinafter created, including but not
limited to:

a) Specification of minimum amounts that may be deposited in the local
government investment pool and minimum periods of time for which deposits
shall be retained in such pool;

b) Creation of a reserve for losses; }

¢) Payment of administrative expenses from the earnings of such pool;

d) Distribution of the earnings in excess of such expenses, or allocation of losses,
to the several participants in a manner that equitably reflects the differing
amounts of their respective investments and the differing periods of time for
which such amounts were in the custody of the pool; and

e) Procedures for the deposit and withdrawal of funds.

2) Develop guidelines for the protection of the local government investment pool in
the event of default in the payment of principal or interest or other income of any
investment of such pool, such guidelines to include the following procedures:
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a) Instituting the proper proceedings to collect the matured principal or interest
or other income;

b) Accepting for exchange purposes refunding bonds or other evidences of
indebtedness at appropriate interest rates;

¢) Making compromises, adjustments, or disposition of matured principal or
interest or other income as considered advisable for the purpose of protecting
the moneys invested;

d) Making compromises or adjustments as to future payments of principal or
interest or other income considered advisable for the purpose of protecting the
moneys invested.

3) Formulate policies for the investment and reinvestment of funds in the local
government investment pool and the acquisition, retention, management, and
disposition of investments of the investment pool.

B. The Treasury Board may delegate the administrative aspects of operating under this
chapter to the State Treasurer, subject to the regulations and guidelines adopted by the
Treasury Board.

C. Such regulations and guidelines may be adopted without complying with the
Administrative Process Act (§ 2.2-4000 et seq.) provided that input is solicited from
local officials handling public funds. Such input requires only that notice and an
opportunity to submit written comments be given.

(1980, c. 538, § 2.1-234.7; 2001, c. 844.)

§ 2.2-4606. Chapter controlling over inconsistent laws; powers supplemental.

Insofar as the provisions of this chapter are inconsistent with the provisions of any other
law, the provisions of this chapter shall be controlling and the powers conferred by this
chapter shall be in addition and supplemental to the powers conferred by any other law.
(1980, c. 538, § 2.1-234.9; 2001, c. 844.)

CHAPTER 47
GOVERNMENT NON-ARBITRAGE INVESTMENT ACT

§ 2.2-4700. Authorization to Treasury Board to provide certain assistance.

A. This chapter shall be known, and may be cited, as the "Government Non-Arbitrage
Investment Act."

B. The General Assembly authorizes the Treasury Board to make available to the
Commonwealth, to counties, cities and towns in the Commonwealth, and to their
agencies, institutions, and authorities or any combination of the foregoing assistance
as provided in this chapter in making and accounting for such investments.

(1988, c. 498, § 2.1-234.9:1; 1990, c. 516; 1991, c. 245; 2001, c. 844.)

§ 2.2-4701. Definitions.
As used in this chapter, unless the context requires a different meaning:
"Bonds" means bonds or other obligations issued by the Commonwealth, by counties, cities
and towns, and by their agencies, institutions, and authorities or by any combination of the
foregoing under the provisions of the Public Finance Act (§ 15.2-2600 et seq.), or
otherwise, the interest on which is intended to be excludable from the gross income of the
recipients thereof for federal income tax purposes.
"Depository institution" means any commercial bank, trust company, or savings institution
insured by an agency or instrumentality of the United States government.
"Issuers" means the Commonwealth, counties, cities and towns in the Commonwealth, and
their agencies, institutions, and authorities.
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"Official handling public funds" or "official" means the treasurer of the issuer or, if there
is no officer known as treasurer of the issuer, the chief financial officer of the issuer, and
any person or entity described in § 58.1-3123.

(1988, c. 498, § 2.1-234.9:2; 1990, c. 516; 1991, c. 245; 1996, ¢. 77; 2001, c. 844.)

§ 2.2-4702. Powers of the Treasury Board under this chapter.

The Treasury Board shall have power to:

1. Provide assistance to issuers in the management of and accounting for their funds,
including, without limitation, bond proceeds, reserves and sinking funds, and the
investment thereof, any portion of the investment earnings on which is or may be
subject to rebate to the federal government.

2. Manage, acquire, hold, trade and sell investment obligations, for and on behalf of
issuers or a pool or pools, and not for its own account, that are authorized investments
for issuer bond proceeds, reserves, sinking funds or other funds, as the case may be.

3. Establish one or more pools of the issuer bond proceeds, reserves, sinking funds or
other funds that are placed in the custody of the State Treasurer for investment and
reinvestment in authorized investments.

4. Adopt regulations necessary and proper for the efficient administration of the pools
authorized by this chapter without complying with the Administrative Process Act (§
2.2-4000 et seq.), provided that notice and an opportunity to submit written comments
on such regulations be given to officials handling public funds.

5. Formulate policies for the investment and reinvestment of funds under management,
including funds in the pool or pools, and the acquisition, retention, management and
disposition of investments.

6. Delegate the administration of this chapter to the State Treasurer, subject to the
regulations and guidelines adopted by the Treasury Board.

7. Retain employees and engage and enter into contracts with independent investment
managers, accountants, counsel, depository institutions and other advisors and agents,
as may be necessary or convenient.

8. Enter into contracts with issuers with respect to the performance of investment
services.

9. Charge issuers for the costs of its investment services and for its expenses.

10. Do any and all other acts and things necessary, appropriate or incidental in carrying
out the purposes of this chapter.

(1988, c. 498, § 2.1-234.9:3; 1990, c. 516; 2001, c. 844.)

§ 2.2-4703. Powers of issuers.

Any provision of any general or special law or of any charter to the contrary
notwithstanding, issuers may use the investment services of the Treasury Board and for
that purpose may enter into contracts with the Treasury Board and its agents.

(1988, c. 498, § 2.1-234.9:4; 1990, c. 516; 2001, c. 844.)

§ 2.2-4704. Alternative method.
This chapter shall be deemed to provide an additional, alternative method for the

performance of actions authorized hereby and shall be regarded as supplemental and
additional to powers conferred by other laws and shall not be regarded as in derogation of

any powers now existing.
(1988, c. 498, § 2.1-234.9:5; 2001, c. 844.)

§ 2.2-4705. Liberal construction; inconsistent laws inapplicable.
A. This chapter, being necessary for the welfare of the people of the Commonwealth, shall
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be liberally construed to effect the purposes thereof.

B. Insofar as the provisions of this chapter are inconsistent with the provisions of any
general or special laws or charters, or parts thereof, the provisions of this chapter shall
control,

(1988, c. 498, §§ 2.1-234.9:6, 2.1-234.9:7; 2001, c. 844.)

ARTICLE 2
Treasurers

§ 58.1-3149. Money received to be deposited. - All money received by a treasurer for the
account of either the Commonwealth or the treasurer’s county or city shall be deposited
intact by the treasurer as promptly as practical after its receipt in a bank or savings
institution authorized to act as depository therefore. All deposits made pursuant to this
provision shall be made in the name of the treasurer’s county or city. The treasurer may
designate any bank or savings and loan association authorized to act as a depository to
receive any payments due to the county or city directly, either through a processing facility
or through a branch office. ((Code 1950, § 58-939; 1975, c. 20.; 1984, ¢. 675; 1996, ¢. 77.)
The 1996 amendment substituted “savings institution” for “savings and loan association” near the
end of the first sentence.

§ 58.1-3150. Duties of depository officers. - No treasurer or executive officer of any
depository shall permit any public deposit to remain in any depository which is not a
“qualified public depository” as defined in §2.1-360 (b) and which is not secured pursuant
to the Virginia Security for Public Deposits Act (§2:1-359 et seq.). (Code 1950, § 58-948;
1984, c. 675; 1996, cc. 364, 390.)

The 1996 amendments. — The 1996 amendments by cc. 364 and 390 are identical, and rewrote the
section which formerly read; ‘No treasurer or executive officer of any depository shall permit the
amount of money on deposit with any depository at any time pursuant to the provisions of this article
to exceed the amount of bond given or the value of the securities pledged and deposited to secure
such money, plus the amount insured by the Federal Insurance Deposit Corporation.”

§ 58.1-3151. County finance board. - Each county of the Commonwealth may establish
a county finance board, which shall consist of the chairman of the governing body of the
county, the treasurer of the county and a citizen of the county of proven integrity and
business ability. The citizen member shall be appointed by the circuit court of the county.
However, in any county adjoining any county having a population of more than 500 per
square mile the county finance board shall consist of the chairman of the governing body,
the treasurer, the attorney for the Commonwealth and a citizen of the county of proven
integrity and business ability. The citizen member thereof shall be appointed by the circuit
court of the county or by the judge thereof in vacation. The term of the citizen member
shall be four years, but the circuit court of the county may remove for cause any such
member and appoint some other qualified citizen of the county in his stead for the
unexpired portion of his term.

The governing body of any county which has a county finance board established under the
provisions of this section may by ordinance duly adopted abolish the finance board,
whereupon all authority, powers, and duties of the finance board shall vest in the governing
body. (Code 1950, § 58-940; 1954, c. 587; 1984, ¢. 675.)
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§ 58.1-3152. Organization and procedure of board. - The chairman of the gaverning
body of the county shall be the chairman of the county finance board and the clerk of the
governing body shall be ex officio clerk thereof. The board shall meet at such times and at
such places as the chairman or a majority of the members of the board may decide. The
clerk shall record the activities and proceedings of such board in a suitable record book
which shall be provided for such purpose by the governing body. (Code 1950, § 58-941;
1984, c. 675.)

§ 58.1-3153. Compensation for the citizen member of the county finance board. - The
citizen member of the county finance board may in the discretion of the governing body of
the county receive for each day’s attendance as a member of the board a sum not less than
twenty dollars and such reimbursement for his daily mileage as prescribed in §14.1-5. The
allowance made under this section shall be paid by the governing body out of county funds,
on a certificate of attendance from the chairman of the county finance board, verified by
the written statement of the citizen member as to mileage traveled in going to and returning
from the meeting. The total compensation paid under this section shall not exceed $360, in
addition to the mileage allowance, in any one year. (Code 1950, § 58-942; 1952, c. 630;
1974, c. 6; 1976, c. 308; 1984, c. 675.)

§ 58.1-3154. Selection and approval of depositories. — The depository or depositories for
the money received by a county treasurer shall be selected pursuant to the provisions of the
Virginia Security for Public Deposits Act (§2.1-359 et seq.). (Code 1950, § 58-943; 1984,
c.675.)

§ 58.1-3155. Deposit of local funds in banking institutions outside of the
Commonwealth to meet obligations payable outside of the Commonwealth. -
Notwithstanding other provisions of this article the treasurer of any county, city or town
may if the State Commission on Local Debt gives prior approval, deposit local funds in
banking institutions outside of the Commonwealth. Such institutions, which shall be
designated by the commission, shall give such security as the commission deems proper
and shall meet such other conditions as the commission prescribes. All such deposits shall
be limited to the sums reasonable necessary to pay principal or interest on obligations of
the county, city or town which are payable at some place outside the commonwealth and
where any such banking institution is located. (Code 1950, § 58-943.1; 1950, p.410; 1984,
c. 675.)

§ 58.1-3156. County finance boards may direct treasurer to invest under certain
circumstances. - Notwithstanding other provisions of this article, whenever the county
finance board determines that county or district funds would otherwise draw no interest or
draw a lesser rate of interest, the finance board may direct the county treasurer to invest
such funds in accordance with guidelines issued by the State Treasurer. (Code 1950, § 58-
943.2, 1954, c. 498; 1974, c. 224; 1984, c. 675; 1988, c. 834.)

§ 58.1-3158. Duties of treasurers. - No treasurer shall permit any public deposit to be
deposited with any depository unless it is a “qualified public depository” as defined in §
2.1-360(b). All such deposits shall be secured pursuant to the Virginia Security for Public
Deposits Act (§2.1-359 et seq.). (Code 1950, § 58-944; 1956, c. 84: 1958, c. 442, 1966, c.
498; 1984, c. 675; 1996, cc. 364, 390.)

The 1996 amendments by cc. 364 and 390 are identical, and rewrote the section, which
formerly read: “No money received by a treasurer shall be deposited with any depository
until such depository has given bond with the same conditions as those required for bonds
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given by state depositories who elect to give bond to protect money deposited with them
by the State Treasurer pursuant to the provisions of §§ 2.1-211 to 2.1-214 or until such
depository has qualified under § 2.1-239 et seq.”

§ 58.1-3160. Monthly report of treasurer to board. - At the end of each month each
county treasurer shall report to the county finance board the amount of money on deposit
with each depository. (Code 1950, § 58-949, 1984, c. 675.)

§ 58.1-3161. Interest on deposits. - Each depository of each county shall, in the discretion
of the county finance board, pay interest on money deposited under the provisions of this
article. The rate of such interest shall be agreed upon by the treasurer and the depository
subject to the approval of the county finance board if it so desires. (Code 1950, § 58-950;
1984, c. 675.)
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Broker/Dealer Investment Policy Confirmation
The Investment Policy for the Northern Virginia Transportation Authority

Name of Firm/Bank/Broker/Dealer:

I acknowledge that I have received and reviewed the Investment Policy of the Authority.
I have read and understand the policy and am aware of the Code of Virginia with respect
to municipal investment statutes, as included as an appendix to the Investment Policy.
Further, I have insured that other personnel, who may conduct business with the Authority
from time to time, are aware of the Policy and its provisions. In my dealings with the
Authority, I will, at all times, follow the guidelines as presented in the Investment Policy.

I certify that I am authorized to represent and commit my firm to this acknowledgement.

Printed Name: — e =

Signature:

Title:

Date:
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II.

IIL.

Iv.

NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 10.d. — Employee Travel and Reimbursement

Purpose. The purpose of this policy is to define the policy regarding employee
reimbursement for meals, local and non-local travel.

Local Travel Expense Report. Employees should request reimbursement monthly.
Requests for reimbursement not made within 45 days of expense may not be fulfilled.
Local travel reimbursement requests must include the travel date, destination, reason
for travel, method of travel, mileage for personal automobile and cost. Mileage will
be reimbursed at the published IRS Rate.

Non-Local Travel Expense Report. Non-local travel must be approved in advance
by the Executive Director. Costs associated with non-routine travel outside the
Washington metropolitan region should be reported on the appropriate form to
include the reason for travel, location, description of costs, and appropriate receipts.
Receipts are required for airline, train, shuttles, hotels, restaurants, parking, tolls and
miscellaneous items. Rental cars requested for non-local travel must be preapproved
by the Chief Financial Officer. Reimbursement is not available for luxury cars.
Airline travel shall be at the coach/business rates. Personal expenses should be
designated on receipts. & _
Expense report should be submitted promptly after travel has been completed, but no
later than a month thereafter. Approval is required by the employee supervisor and
the Chief Financial Officer. Approved reports will be processed and forwarded to
accounts payable.

Permitted Travel Expenses. Mileage to attend meetings outside of the NVTA’s
office is permitted. Mileage is not allowed for travel between an employee’s home
and the NVTA office. Mileage from home to an appointment or from an appointment
to home is not reimbursable unless the distance is substantially greater than the
employee’s normal commute.

A. Actual, reasonable, costs for food and lodging are allowed. The test of
“reasonable” is general consistency with accepted federal/state rates.

B. Travel shall be at coach rates. Any exception must be approved by the Executive
Director in advance. Whenever it is available and advantageous to do so,
employees should request the appropriate government rate for overnight lodging
expenses.

C. The cost of meals should be consistent with Federal per diem rates. Customary
gratuities are reimbursable at customary rates.

D. Personal care items and personal use items are not reimbursable.
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E. Entertainment such as in-flight movies or hotel movies are not reimbursable.
F. Alcohol is not reimbursable.

G. Snacks and comfort items (unless a substitute for a meal or other expense) are not
reimbursable.

H. The Executive Director may reduce the submitted reimbursement request to the
Federal per diem rate.

Meal Expenses. Meals provided as part of a conference or travel package should be
utilized.

A. Local meal costs shall not be reimbursed unless:
e Expenses are for a business meeting with one or more person(s) other than the
NVTA staff, or
e Meal is a part of travel to or from a meeting outside of normal business hours,
or
e Meal is part of a NVTA staff or Authority meeting that results in an inability
to have normal meal and for which a meal has not been provided, excluding
routine scheduled meetings. e
Mileage Reimbursement Rate. Mileage reimbursements shall be consistent with
the current IRS rate.

Travel Advance. Travel advances will be limited to the use of the office purchasing
card for conference and ticket purchases. Employees who submit prompt expense
reimbursement requests will typically have their reimbursement prior to their credit
card invoice cycles.

Upon request by an employee, the Executive Director may authorize a travel advance
on an infrequent basis for unique situations that are received in sufficient time to
permit normal processing through accounts payable.

Upon completion of the trip, any excess funds must be returned, together with a
completed non-iocal travel expense form, within 14 Days.

Approved by the Finance Committee: (Date)
Approved by Northern Virginia Transportation Authority: (Date)
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NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 10.e. -- Financial Management; Budget Policy

Purpose. This Budget Policy is adopted to implement the budget program for the
Northern Virginia Transportation Authority (NVTA) as required by the NVTA Bylaws
Article VIII, Section C- Budget & Fiscal Year and Code of Virginia §15.2-2503 through
15.2-2507. The purpose of the NVTA’s Budget Policy is to clarify the responsibilities,
deadlines and budget process required to minimize risk of non-compliance. The goal of
the budget process is to aid the NVTA governing body in the preparation and approval of
the annual Fiscal Year Operating, 30% Local Distribution Fund and 70% Regional
Revenue Fund Budgets containing an itemized listing of expenditures, financial
borrowings and estimated revenues before the start of the new fiscal year.

General.

A. Budget Calendar. The CFO will publish a Budget Calendar each year that specifies
each of the budget tasks, events and decisions required along with deadlines for each
specific task. The calendar will be shared with all groups contributing to the overall
process. This will aid in the coordination of data needed from the NVTA Committees
and member jurisdictions and keep the Authority informed of key deadlines for

—decision making and publishing-the budget—— - L

B. Budget Tasks. The Budget tasks include budget guidance from the Authority,
estimating revenues, expenditures, debt service and working capital contributions.
They also include determining the NVTA'’s general and administrative expenses
billed to the member jurisdictions.

Revenue Projections.

A. Prepare Revenue Projections. Revenue projections are calculated for the next
biannual timeframe. Multi-year projections provide a necessary planning tool for
regional projects.

B. Annually, the Revenue Subcommittee, including the CFO, will request updated two
(2) year revenue projections from each of the Member Jurisdictions. The local
projections will be used to estimate NVTA’s Sales Tax, Grantors Tax and Transient
Occupancy revenues.

C. The monthly variances between the projected revenue per source and the actual
revenue received will be closely monitored. Mid-year budget amendments will be
proposed to the Authority if it is determined the fiscal year’s projected revenue is
significantly under or over stated.

D. The NVTA staff will analyze the effects of pending or potential changes to the
revenue due to tax rates or the tax bases.
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E.

The CFO will work with the revenue subcommittee made up of representatives from
member jurisdictions to develop consensus on the revenue forecasts.

Prepare NVTA Expenditure Projections.

A.

Multi-year expenditure projections should be prepared to correspond with the revenue
projections.

The NVTA Act, Code of Virginia §33.2-2510 specifies the use of the NVTA
revenues. The “30 Percent Share” distributed to member jurisdictions is calculated
based on the final revenue estimates.

The Administrative expenses of the Authority, provided in the Annual Operating
Budget, will be paid by the member jurisdictions either by a deduction from the “30
Percent Share” or paid directly to the NVTA annually by July 15.

The remaining seventy percent or Regional NVTA Funds will be calculated based on
the final revenue estimates.

Funds are first allocated to Debt Service. Amortization Schedules will be used to
project annual Debt Service. Financial Advisors can provide estimates for expected
debt service associated with new issuances.

Regional NVTA Funds will be available for approved “pay as you go” or PayGo
projects.

Remaining amount is available for transfer to Working Capital Reserve, if required,
based on the Working Capital Reserve Funding Policy. The Reserve is set by the
Debt Policy number nine (9) at six months of the budgeted annual Regional NVTA
Funds.

Prepare NVTA Administrziﬁv_e Operating Budget.

A.

The Administrative Operating Budget is limited solely to the administrative expenses
of the Authority and excludes debt service, working capital reserve funding and
project costs such as construction, operation or acquisition of transportation facilities.

Generally, budget amounts are estimated by averaging expenses for the past three to
five years and adjusting for anticipated changes and other known economic factors.
Until such history is available, administrative expenses, except those listed below,
will be budgeted based on available data adjusted for designated growth factors.
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D.

Personnel Costs and Benefits.

1. Personnel costs are estimated by first projecting salaries for the budget year based
on the approved budgeted positions and the sum of the current pay rate plus merit
increases.

2. Once the salaries are calculated, the FICA, Unemployment, LT Disability and
Workers Compensation are calculated based on the current rates, adjusted as
needed.

3. The retirement contribution is calculated based upon the budgeted salary amounts
using the present employee group.

4. The health insurance costs are based on the current rates escalated by an
anticipated increase, with a provision for increased coverage.

Office Rent. The office rent budget includes all fees specified in the lease for the
upcoming fiscal years. The budget is calculated based upon the known costs
specified in the lease with a maximum contingency for increased CAM costs if
required in the lease.

Professional Services.

1. Professional services include the costs for outside auditing, financial consulting,
technical and legal services.

2. Auditing fees are budgeted based on the contract in the fiscal year the services are
performed. '

3. Financial consulting and legal services are budgeted using contracted maximum
rates with a gontingeney for additional services.

4. Technical services are budgeted based on anticipated additional needs.

5. Each of these items should include an estimated cost for planned events such as
moving or new debt issuance.

Computer Expense. Computer expense is budgeted for the purchase of new
computer equipment, contracted network support, access fees, staff training and
miscellaneous computer supplies.

Furniture and Equipment. This category provides for the anticipated replacement
and acquisition of office furniture and equipment.



H. Public Information. Public Information includes technical studies, the annual
report, and any brochures etc. printed for use by the general public.

VI.  Appropriated Surplus. Included as a source of revenue is a projected excess
accumulated surplus that is available to offset the proposed operating budget expenses.
This surplus is in excess of the Authority’s anticipated minimum operating reserve set at
20% of operating expenditures. Where a projected budgetary deficit exists, the current
budget will have to provide funds to bring this budgetary deficit to the required level.

VII. Reporting. Each month a budget to actual variance report is prepared for the Finance
Committee and the Authority’s review.

Approved by the Finance Committee: (Date)
Approved by Northern Virginia Transportation Authority: (Date)
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III.

NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy 10.f. — Operating Cash Management

Purpose. The purpose of this policy is to ensure cash and financial instruments (cash,
checks, bonds etc.) are treated and processed within a framework of internal controls, proper
accounting and transparency.

Policy. The Authority will seek to eliminate or limit the use or acceptance of cash in all
business transactions. The Authority will not open or maintain a petty cash account or fund.
The Authority will not use cash directly in any disbursement transaction. The use of the
Authority purchase card, ACH transfers or other on-line banking in addition to checks is
encouraged for the payment of all obligations.

Specific Provisions of Policy.

A.

= & O W

=

Bank accounts and investment institutions must be properly authorized and supported by
written agreements.

All cash received should be deposited in an NVTA bank account daily.
No Authority check may be made payable to “cash,” “bearer,” or the Authority.

No cash withdrawals are permitted from any Authority bank account.

Wire transfers and ACH transactions must be authorized and confirmed in writing.

Cash receipts must be logged in by the Administrative Assistant and transferred to the
accounting department for deposit.

Checks received by the Authority will be logged on the mail log and the CFO or Accountant
notified as soon as practical.

All checks received by the Authority will be processed through the remote deposit capture
equipment integrated with the Authority bank account within 24 business hours.

Employees may seek approval and reimbursement for use of personal cash on behalf of the
Authority related to travel, office supplies or other incidental expenses.

Any cash or checks received will be kept in a secure locked cabinet or drawer by the
Administrative Assistant until processed.

Approved by the Finance Committee: (Date)

Approved by Northern Virginia Transportation Authority: (Date)



NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 10.g. - Financial Management; Capital Asset Accounting

I. Purpose. This policy addresses capital asset accounting for Northern Virginia
Transportation Authority’s (NVTA) administrative assets. In order to assure the accurate
recording and control of administrative assets, capital asset acquisitions must be
classified and capitalized in a consistent manner, and periodic physical inventories must
be taken.

II. Capitalization Guidelines.

A. To qualify as a “Capital Asset” the asset must have an economic useful life of more
than one year and an installed cost in excess of $5,000. The total costs of acquiring
and placing an asset in operation are capitalized. Such costs include purchase price
(net of discount), freight and any installation costs.

B. Qualified capital assets should be classified and recorded in major office furniture
and fixture categories. Asset classifications may include the following:

1. Office Furniture. Desks, chairs, credenzas, conference tables, bookcases, etc.

2. Office Equipment. Copier, telephone, postage meter, refrigerator, projector, etc.

3. Computer Equipment. Laptop computers, desktop computers, servers,
processors, monitors, printers, software, etc.

4. Leasehold Improvements. Improvements to the leased offices occupied by the
NVTA.

C. Betterments, while generally not applicable to administrative assets, may be
capitalized if the expenditure:—M materially increases the value of the asset and/or
extends the economic life of the asset beyond the originally estimated life.

D. Expenditures considered repairs and maintenance are classified as operating costs and
are chargeable to an expense account as incurred. Maintenance costs are the normal
expenditures associated with keeping property in an efficient operating condition.
Repair costs are incurred as a result of damage to assets or impairment due to normal
use. Normally those costs are incurred to maintain or restore an asset to an operable
condition without increasing its expected useful life or productive capacity.

IIl. Depreciation and Amortization Guidelines.

A. Depreciation and amortization of capitalized “in-service” assets must be recorded
annually. The calculation of this expense will commence with the first full month the

asset is placed in service.



B. Depreciation expense is calculated on a straight-line basis over the estimated useful
life of the asset and subtotaled by Asset Category. The entire asset cost will be
depreciated, without regard to any anticipated residual value. Depreciable or “useful”
lives must be reviewed periodically for continuing applicability.

C. Chart. Depreciable or Useful Life of Assets.

Asset Category Useful Life (yrs)
Cell Phones 2
Computer Hardware & Peripherals 4
Office Furniture 7-10
Office Equipment 5-10
Leasehold Improvements Life of the lease

D. Each capital asset must be entered on a capital asset Excel Schedule to facilitate the
calculation of depreciation. The asset schedule includes the acquisition date,
capitalized cost, the annual depreciation and the Total Accumulated Depreciation.
This schedule must be reconciled to the general ledger control account on an annual
basis.

IV.  Annual Capital Asset Inventory. As a key-control in the protective custody of property;
a physical inventory will be taken annually by the NVTA’s Administrative
Assistant/Clerk. Each capital asset will be observed and its operating condition
evaluated. Adjustments to the inventory for lost or damaged assets must be approved by
the Chief Financial Officer.

V. Disposal of Capital Assets.

A. Capital assets may be disposed of in a sale, retirement, or replacement transactions.
Approval must be granted by the Chief Financial Officer before an asset can be sold
or retired. Disposals are accounted for by crediting the asset account for the original
cost of the asset, charging accumulated depreciation for the depreciation expensed to
date, and recognizing any gain or loss on disposal of the asset. Approval from the
Executive Director must be obtained to write off any asset due to loss or damage.

B. Proceeds received upon the sale of an asset should be recorded and controlled by the
Accountant in the same manner as all other receipts. The Accountant must record the
disposal on the Capital Asset Excel Spreadsheet.

Approved by the Finance Committee: (Date)
Approved by Northern Virginia Transportation Authority: (Date)



II.

IIL.

NORTHERN VIRGINIA TRANSPORTATION AUTHORITY
Policy 10. h. — Purchase Card

Purpose. The purpose of this policy is to ensure the purchase card uses, roles and
responsibilities are understood and all transactions processed within a framework of
internal controls, proper accounting and transparency.

Policy. The Authority will limit the number of cards issued to one. The intent of the

purchase card is to facilitate transactions, not to utilize a line of credit. Therefore, all
transactions will be reconciled monthly and all undisputed charges will be paid monthly.

Specific Provisions of Policy.

A. The monthly card(s) transaction limit will be $15,000.
B. The single purchase limit on the card(s) will be $5,000.

C. The card is only authorized for Authority approved purchases. No personal purchases
will ever be authorized on the card.

D. Improper use of the card will be considered | misappropriation of Authority funds.

E. The employee(s) issued or using the card will at all times follow the cardholder use
agreement (attached). Written acknowledgement of the agreement will be signed by
the cardholder(s) and the CFO.

F. Staff is expected to use the highest professional judgment in any situations not
covered by this policy or the cardholder agreement.

G. All transactions must comply with all Authority policies and Virginia Public
Procurement Act requirements.

H. All charges will be billed directly to the Authority, reconciled and paid or disputed
monthly.

I. The card is Authority property and will be surrendered immediately at the request of
the Authority.

J. Charges made on the card are automatically assigned to a cost center assigned by the
CFO.

K. The assignment of a card is based on functional need for Authority business only.
Assignment of a card is not reflective of title or position.



L. The CFO will utilize available card features to disallow point of purchase transactions
such as alcohol, cash advances, adult entertainment, etc.

Approved by the Finance Committee: (Date)
Approved by Northern Virginia Transportation Authority: (Date)



Northern Virginia Transportation Authority
The Authorine for Transportation in Northern Virginia

Cardholdér Use Agreement

Your signature below is verification that you have read the Authority polices and this agreement; acknowledge an
understanding of both and agree to comply with both. It also acknowledges that you have received the one card
numbered

1.

2.

“isappropriation of Authority funds: -

I understand the card is for Authority-approved purchases only and I agree not to charge personal
purchases. E

Improper use of this card can be considered misappropriation of Authority funds. This may result in
disciplinary action up to and including termination of employment.

If the card is lost or stolen, I will immediately notify Elan Financial Services by telephone. I will confirm
the telephone call by mail or facsimile with a copy of the notification to the program administrator.

I agree to surrender the card immediately upon termination of employment, whether for retirement,
voluntary or involuntary reasons.

I am considered responsible for any and all charges against the card. A log will be kept to record access to
the card other than the card holder and will include the date, purpose of usage, total dollar amount and
acknowledgement of receipt.

All charges will be billed directly to and paid directly by the Authority. The bank cannot accept any monies
from me directly; therefore any personal charges billed to the Authority could be considered

As the card is Authority property, I understand that I may be periodically required to comply with internal
control procedures designed to protect Authority assets. This may include being asked to produce the card
to validate its existence and account number. I will be required to produce receipts and statements to audit
its use.

I will receive a-Monthly Reconciliation Statement (MRS), which will report all activity during the
statement period. Since I.am responsible for all charges as well as producing a reconciled request for
payment. I will resolve any discrepancies by either contacting the supplier or the bank. The monthly
statement, monthly reconciliation will be presented to the Authority accountant for review prior to final
approval of the CFO,

The charges made against the card are automatically assigned to the cost center assigned to the card as
specified by the CFO. This code cannot be changed without CFO involvement. When and if changed, the
new accounting code will not affect any charges made prior to the change but will affect future charges.

I understand the card is not necessarily provided to all employees. Assignment is based on my need to purchase
materials for the Authority and/or to provide for business travel. The card may be revoked based on change of
assignment or location. I understand that the card is not an entitlement or benefit nor is it reflective of title or

position.

Employee Signature CFO Signature

Employee Printed Name Date Date



II.

- C. Eachlocality shall deposit its 30% Fund revenues received Trom the NVTAiitoa

NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 11 — Distribution of Thirty Percent Funds

Purpose. In accordance with and subject to the requirements of, the Code of Virginia §33.2-
2510.B.1-4838.1, thirty percent (30%) of the revenues received by the Northern Virginia
Transportation Authority (NVTA) shall be distributed on a pro rata basis, with each member
jurisdiction’s share being the total of such fees and taxes (revenue) received by the NVTA
that are attributable to the locality divided by the total revenue received by the NVTA (the
“30% Funds”). Each locality shall execute the Memorandum of Agreement (MOA)
Regarding Distribution of 30% Funds. (Attachment I.) Annually, each jurisdiction will
complete an Annual Jurisdiction Certification, certifying the use of previously disbursed 30%
funds and eligibility to receive the upcoming fiscal years funds. (Attachment I1.)

General.

A. The Authority will segregate funds received from the Commonwealth of Virginia
between 30% Funds and 70% Funds as soon as practical.

B. The Authority will distribute 30% Funds to localities as soon as practical contingent on
an active Memorandum of Agreement and requirements set out in the Code of Virginia.

separate, special fund.

D. Funds are to be expended for additional urban or secondary road construction, or other
capital improvements that reduce congestion, for other transportation capital
improvements which have been approved by the most recent long range transportation
plan adopted by the NVTA, or for public transportation purposes.

E. Each locality is required to provide the NVTA annual certification by August 1 each
year in the format required by the NVTA confirming the 30% Funds it received were
used in compliance with the Code of Virginia. If the certification is not received by
August 1, transfers of the current fiscal year 30% Funds will cease until the certification
is submitted in good form.

F. Administrative expenses of the NVTA, as set forth in the NVTA’s annual budget (not
otherwise funded through other sources), shall be allocated among the member
jurisdictions based on population.

G. The member jurisdictions are required to adopt the commercial and industrial (C&I)
property tax for transportation at a rate of $0.125 per $100 valuation or deposit an
equivalent amount into its NVTA separate special fund for transportation improvements
by March 1 of each year for the current fiscal year.

H. If a jurisdiction fails to deposit the full amount of the C&I tax or equivalent into its
special fund for transportation, the NVTA shall reduce its disbursement of 30% funding



by the difference between the amounts deposited compared to the amount required to be
deposited.

1. If the full amount of the C&I Equivalency Transfer is not deposited by August 1, then
the NVTA will halt 30% Distributions for that fiscal year.

2. 30% Funds held by the NVTA due to an incomplete or missing C&I equivalency
transfer shall be held in escrow by the NVTA until March 1 of that fiscal year.

3. On March 1 of that fiscal year any 30% Funds matched by an equivalency transfer
will be remitted to the jurisdiction.

4. Any 30% Funds held after March 1 will be irrevocably transferred to the 70%
Regional Revenue Fund for use as determined by the Authority.

I. Each jurisdiction is required to maintain its Maintenance of Effort for transportation
based on the average transportation expenditures for FY2011, 2012 and 2013, or lose its
share of the 30% Funds for the fiscal year succeeding the year in which it did not
maintain its transportation expenditures as set forth in Enactment Clause 14 of Chapter
766.-

J. The NVTA has a continuing responsibility to ensure that the 30 % Funds are properly
spent. — — -

K. The NVTA and the member counties are required to work cooperatively to ensure that
the towns with populations greater than 3,500 receive their respective shares of the 30%

Funds.

L. Information regarding the receipt of all revenues, all 30% transfers to localities and the
payment of the Authority administrative expenses will be open and transparent to all
member jurisdictions and reported to the Finance Committee and the Authority at their

regular meetings.

III. Responsibilities.
A. Chief Financial Officer (CFO) Reporting to Executive Director.

1. The CFO will be responsible for accepting the funds from the Commonwealth,
investing and safekeeping the funds, distributing the funds to the member
jurisdictions, and providing periodic reports on deposits and disbursements to
member jurisdictions, the Finance Committee and the Authority.

2. The initial disbursement to the jurisdictions will be made no later than one (1) month
following the execution of the MOA by the jurisdictions. Subsequent distributions
shall occur monthly or as soon as practical.



3. The CFO will monitor member jurisdictions compliance with their respective MOA’s
and advise the Executive Director of any non-compliance.

B. Member Jurisdictions.

1. Must comply with the terms of the MOA and the Code of Virginia in regard to the
use of 30% funds.

+:2.Each jurisdiction is responsible for paying its share of the Authority’s administrative
expenses by July 15 of each year.

2-3.Each member jurisdiction can choose to provide its share of the administrative
expenses by asking the Authority to reduce the amount it will receive from its 30%
Funds or by paying the invoice from other sources by July 15.

3-4.By August 1 of each year, the Chief Administrative Officer (CAO) of each member
Jurisdiction will certify that the jurisdiction has adopted the C&I tax at $0.125 per
$100 valuation or set aside an equivalent amount of local revenues for transportation
purposes in their special fund. The CAO will certify that the jurisdiction met the
maintenance of effort requirement for the previous fiscal year.

4:5.Counties must ensure that towns with a population of 3,500 or more comply with the
“requirements of HB 2313. Counties are required (v enter into a formal MOA with
their towns (over 3,500 population).

5:6.All city, county and town records must be maintained for five years from the date the
record was created. All parties must comply with the Public Records Act, and all
applicable state and federal laws regarding records retention.

Approved by the Finance Committee: (Date)
Approved by Northern Virginia Transportation Authority: (Date)
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NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 123 — Regional Funds 70% KFunds

Purpose. Code of Virginia §33.2-2509 directs the Northern Virginia Transportation
Authority (NVTA or the “Authority”) to use 70 percent of the revenue collected (the
“Regional Revenue Funds”) from the three Northern Virginia taxes and fees plus the NVTA
bond proceeds for (i) transportation projects selected by the Authority that are contained in
Transaction 2040 and its updates or (ii) mass transit capital projects that increase capacity
benefitting those counties and cities embraced by the NVTA. The Standard Project
Agreement for Funding (SPA) is the mechanism to-executethereleaseNVTA shall use to
sovern the distribution and use of Regional Revenue Funds and for the NVTA to ensure that
such funds are spent in accordance with the Virginia Code and Authority policies.
(Attachment L.)

General.
A. Regional Funds will be distributed as follows:

1. To pay debt service on bonds issued by the Authority and secured by a pledge of such
monies.

2. To fund a Working Capital Reserve and/or Debt Service Reserve equal to at least six
(6) months of the budgeted, annual Regional NVTA Funds.

3. To fund cost of issuance and other debt related fees and services.
4. For “pay-as-you-go” (PayGo) projects approved by the Authority.

5. Each project financed by Regional Funds must meet the following criteria as well as
be approved by NVTA and subject to all applicable laws:

a. Project must be in the regional transportation plan, the TransAction 2040 plan and
its updates, and be rated in accordance with Code of Virginia § 33.2-257 (“VDOT
Rating”) if required, or a mass transit capital project that increases capacity.

b. Must reflect the Authority's priority for selecting projects that are expected to
provide the greatest congestion reduction relative to the cost of the project.

¢. Must be located only in localities embraced by the Authority or in adjacent
localities but only to the extent that such extension is an insubstantial part of the
project and is essential to the viability of the project within the localities
embraced by the Authority.



d. Must result in each locality's total long-term benefit being approximately equal to
the proportion of the total of the fees and taxes received by the Authority that are
generated by or attributable to the locality.

B. The Regional Funds must be distributed in the following order of priority:

1.

2.

3.

4.

To fund all senior debt service requirements.
To fund all debt service reserve requirements (if due).
To fund subordinate debt service requirements (if due).

To fund all rebate fund requirements (if due).

C. The SPA is the guiding document regarding the responsibilities of each party in reference
to project funding using Regional Funds.

III.  Responsibilities.

A. Executive Director.

1.

Is responsible to assign a project coordinator to monitor each pI‘Q] ect to ensure

The Executive Director will make guidelines available to the recipient as necessary to
assist with compliance of the SPA.

Written requests for supplemental project funding shall be submitted to the Executive
Director for review. The Executive Director will present a recommendation to the
Finance Commiittee for consideration. The Finance Committee may make a
recommendation on any such request to the Authority for final determination.

The Executive Director will review written requests from recipients to advance a
project to a future phase. The requests will be shared with the Finance Committee for
consideration. The Finance Committee may make a recommendation on any such
request to the Authority for final determination. The SPA doesn’t prevent a recipient
from self-funding a future phase of an approved project and seeking reimbursement
from the Authority based on the original or modified cash flow projections.

The Executive Director will advise the recipient in writing of questionable uses of
any funding which comes to the Authority’s attention. The Executive Director will
provide a report of the incident and make recommendations for resolution to the
Finance Committee. The Finance Committee will forward the issue and possible
resolution to the Authority. Additional funding will be withheld until final resolution
of the matter.

‘mmplmcewhthESPA"" —— ey -



B. Chief Financial Officer (CFO) Reporting to Executive Director.

1.

2

The CFO has primary responsibility to ensure Regional funds are properly
safeguarded and disbursed.

The CFO will be responsible for ensuring recipient project cash flow requirements are
periodically updated to properly manage the project needs of the recipient.

The CFO will manage the requisition process, as outlined in the SPA, for cash flow
purposes to facilitate reimbursement to the recipient within 20 days of receiving a
completed and approved requisition request.

The CFO will manage the Authority’s cash position to ensure availability of funds to
meet programmed reimbursement requests.

C. Project Coordinator.

1.

The NVTA’s project coordinator will be responsible for monitoring projects on
behalf of the NVTA so as to ensure compliance with this Agreement and all statutes
required under the Code of Virginia.

The assigned project coordinator is charged with overseeing, managing, reviewing
and processing, in consultation with the NVTA’s Executive Director and its CFO, all
payiiient requisitions submitted by recipients for projects. He/she will also motify the
recipient of the reasons why a payment requisition has been declined.

The assigned project coordinator will have no independent authority to direct changes
or make additions, modifications, or revisions to the Project Scope of Work as set
forth in Appendix A or to the Project Budget and Cash Flow as set forth in Appendix
B.

In consultation with the Executive Director, project coordinators will conduct
periodic reviews to ensure that the project remains in compliance with the agreed
upon project scope.

The Project coordinator will ensure that written certification is received for matching
project funds and for compliance with VDOT requirements, if the project is to be
accepted into the VDOT system for maintenance.

D. Recipients.

1.

Each recipient is responsible to ensure work is performed in accordance with all
applicable federal, state and local laws and regulations, and the SPA.

Each recipient must perform or have performed all environmental work, right-of-way
acquisition, construction, contract administration, testing services, inspection
services, or capital asset acquisition necessary to complete the project.



3. A recipient must acknowledge the requirements of the NVTA’s Resolution 14-08
NORTHERN VIRGINIA TRANSPORTATION AUTHORITY (‘NVTA’) POLICY
FOR USE OF 70% FUNDS UNDER 2013 VA, ACTS CH. 766 REGARDING
FUNDING OF PROJECTS UNDERTAKEN BY NVTA OR ON ITS BEHALF
WITH THE DISTRICT OF COLUMBIA, VIRGINIA, ANY OTHER STATE OR A
POLITICAL SUBDIVISION THEREOF, OR THE UNITED STATES OF

AMERICA, if applicable.

4. A recipient must name the Authority and its bond trustee as additional insureds on
insurance policies associated with the project.

5. A recipient must certify that it will use the project for its intended purpose for the
duration of its useful life-orreimbuise-the-Authorty-forthe-restduilvalueof the-asset

tedtpiient-bised-on Hs-deprectated-valbe,

6. A recipient must acknowledge that the Authority will not be responsible for operating
or maintaining the project upon completion.

7. A recipient must comply with will federal and state requirements for other funding
sources which may be used to fund the project and certify that it has adhered to all
applicable laws and regulations, as well as the requirements of the agreement.

Approved by the Finance Committee: (Date)
Approved by Northern Virginia Transportation Authority: (Date)



IL

III.

NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 13 — Continuing Disclosure and Post Issuance Policy

Purpose. Northern Virginia Transportation Authority (the " Authority") issues tax-exempt and
other tax-advantaged bonds (collectively “Tax-Advantaged Bonds") to obtain funds to finance
portions or all of various capital improvements. The Authority has adopted this policy and
procedure (the "Post-Issuance Compliance Policy and Procedure") to ensure that the
Authority's continuing disclosures are accurate and comply with all applicable federal and
state securities laws, and to assist in monitoring the Authority’s compliance with the continuing
disclosure obligations specified in Rule 15¢2-12 under the Securities Exchange Act of 1934.

Designation of Responsibilities. The Chief Financial Officer (CFO) shall be designated as
the Chief Compliance Officer and shall be responsible for the administration and
supervision of the Authority’s post-issuance compliance management program. The Chief
Compliance Officer shall review the Post Compliance Issuance procedure document at least
annually. Material changes to this document shall only be made after recommendation by
the Finance Committee and approval of the Authority.

Records Retention.

A. The Records. The Tax Compliance Officer shall retain records demonstrating compliance
with the Post-Issuance Compliance Policy and Procedure. These records may consist of, but
shall not be limited to, the documents listed on Appendix A (the "Records").

B. The Annual Compliance File. The Tax Compliance Officer shall retain an electronic or
paper file for each continuing disclosure annual filing the Authority completes (the "Annual
Compliance File"). Each Annual Compliance File shall include, but not limited to,

1. Final versions of the Authority’s Official Statement;
Audited financial statements; written confirmations of the annual filings made by the
Authority with the MSRB;

3. Any related letters and legal opinions;

4. A list of individuals to whom they have been distributed and the dates of such
distributions; and

5. Any other specific records relating to tax and other post-issuance compliance as
enumerated in Appendix B attached hereto.

C. The Annual Compliance File shall be maintained in a central repository by the Authority in
accordance with the length of time as specified by federal requirements applicable to Tax-
Advantaged Bonds or Virginia Record Retention Requirements, whichever is longer.



D. Electronic media will be the preferred method for storage of all documents and other records
maintained by the Authority in connection with tax and other post-issuance compliance.

IV. Continuing Disclosure.

A. Under the provisions of the Securities and Exchange Commission (the "SEC") Rule
15¢2-12 (the "Rule"), underwriters of Authority bonds are typically required to obtain an
agreement for ongoing disclosure in connection with the public offering of bonds. The
transcript for each such issue of bonds will include a Continuing Disclosure Certificate or
another undertaking by the Authority to comply with the Rule (the "Undertaking").

| B. Annual Filings. Pursuant to each Undertaking, tFhe Authority is required each year to file
annual reports with the Municipal Securities Rulemaking Board's (the "MSRB") Electronic
Municipal Market Access ("EMMA") system in accordance with such Undertakings. Such

I annual reports are required to include certain updated financial and the-operating information
identified on Appendix B, and the Authority’s audited financial statements.

C. Event Notices. As set forth in each Undertaking, the Authority must provide notice (an
"Event Notice") to the MSRB of the events identified in and listed in Appendix C attached
hereto. Weekly, the CFO or appropriate Designee shall monitor such list for the occurrence
of such an event and, if needed, shall prepare an Event Notice that complies with the Rule
and shall file such Event Notice with EMMA as required by the Rule.

—— - ————D-Financial-Statements. The-CFO or Designee-shall submit the-Authority’s audited financial — —
statements ("Financial Statements") to EMMA on an annual basis as required under each
Undertaking.

E. Public Statements of Financial Information. Whenever the Authority makes statements
or releases information relating to its finances to the public that are reasonably expected to reach
investors and the trading markets (including without limitation, all Event Notices, statements in
the audited EAFRfinancial statements and other financial reports and statements of the
Authority), the Authority is obligated to ensure that such statements and information contained
therein are complete, true and accurate in all material respects. The CFO or appropriate
designee shall determine whether such statements or releases should be provided to the MSRB as
voluntary disclosure, and if so, the CFO or appropriate designee shall prepare and make a filing
on EMMA es-of such statements or releases.




V. Remedial Action. In the event the Authority discovers that it has become non-compliant with
its continuing disclosure obligations, the CFO shall work with the Authority’s attorney and/or
bond counsel to remedy the noncompliance and file the necessary notices to the MSRB with
EMMA.

VI.  Training. Authority personnel are to periodically obtain training with regard to the Authority’s
continuing disclosure obligations and retention of the records set forth in Section III of this
Continuing Disclosure & Post Issuance Compliance Policy. The training shall include a review
of the Authority’s recent compliance initiatives and discussions relating to post-issuance
compliance requirements. Training is especially warranted in the event of changes in law or
changes in Authority staff.

Approved by the Finance Committee: (Dale)
Approved by Northern Virginia Transportation Authority: (Date)




APPENDIX A

LIST OF POST-ISSUANCE COMPLIANCE RECORDS (TO BE AMENDED BY THE
AUTHORITY AS NECESSARY)

1. Preliminary and Final Official Statements.
2. Audited Financial Statements.

3. Filings made by the Authority with the MSRB, whether made pursuant to a continuing disclosure
undertaking to which the Authority is a party or otherwise.

4. Press releases and other information distributed by the Authority for public dissemination to the
extent that such releases are reasonably expected, in the determination of the Chief Financial Officer,
the Authority Attorney and/or bond counsel, to reach investors and the trading markets for
municipal securities.

5. Rating Agency Presentations.

6. Such portions of the Authority’s published annual Adopted Budget as the CFO, the Authority
Attorney and/or bond counsel deem to be appropriate, which shall at a minimum include the
Executive Summary.

7. Any other communications that are reasonably expected, in the determination of the CFO, the
Authority Attorney and/or bond counsel, to reach investors and the trading markets for municipal
securities.



Appendix B
Operating Data

Below is the list of operating data that must be updated annually and filed with the MSRB in accordance
with Section IV.B. of the Policy.

This list is current as of December 31, 2014, and must be updated by the CFO or appropriate designee

annually.
FY2014 Regional Revenues

Percentage
FY20_ FY20__ Change
Budget Actual Budget / Actual

Additional Sales and Use Tax

Regional Congestion Relief Fee

Regional Transient Occupancy Tax
Total:

FY20__ Regional Revenues by Member Locality and By Source

Additional Regional
Retail Sales Congestion Transient
Member Locality and Use Tax Relief Fee Occupancy Tax Total

City of Alexandria
Arlington County
City of Fairfax
Fairfax County

City of Falls Church
Loudoun County

City of Manassas

City of Manassas Park

Prince William County

Total FY 20__ Regional Revenues:

Budgeted and Projected Regional Revenues®

20 20__ 20__ 20__ 20__

20__

Additional Retail Sales and Use Tax
Regional Congestion Relief Fee
Additional Transient Occupancy Tax

Total:

Note: (1)  Preliminary estimates and actual results may vary.



Appendix C

VE TI

The Chief Financial Officer should review this list at least weekly to determine whether any event
has occurred that may require a filing with EMMA.

For Tax-Advantaged Bonds subject to Rule 15¢2-12, the following events automatically trigger a

requirement to file with EMMA within ten (10) business days of their occurrence:

1. Principal and interest payment delinquencies.

2. Non-payment related defaults, if material.

3. Unscheduled draws on debt service reserves reflecting financial difficulty.

4. Unscheduled draws on credit enhancements reflecting financial difficulty.

5. Substitution of credit or liquidity providers, or their failure to perform.

6. Adverse tax opinions or events affecting the tax-exempt status of the security.
7. Modifications to rights of security holders, if material.

8. Bond calls or tender offers, if material.

9. Defeasances.

10. Release, substitution or sale of property securing repayment of the securities, if material.
11. Rating Changes.

12. Bankruptcy, insolvency, receivership or similar event of the obligated person as set forth in
§17 CFR 240 15c2-12.

13. Merger, acquisition or sale of all or substantially all of issuer assets.
14. Appointment of successor trustee or additional trustee or name changes of a trustee, if material.

15. Failure to provide in a timely manner notice to provide required annual financial information by
the date specified in any continuing disclosure undertaking.
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NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 14 — Computer and Electronic Systems Use

Purpose. This policy provides guidance with respect to computers, peripherals and other
electronic systems.

General. The Northern Virginia Transportation Authority (NVTA) computers, peripherals
and electronic communications are, as a general rule, to be used only for NVTA related
work. Incidental and occasional personal use is permitted. Staff using the Internet represent
the NVTA and shall not use it for purposes that are illegal, unethical and potentially harmful
to the NVTA and its reputation. Under no circumstances may NVTA computers or other
electronic means be used to access pornographic materials, gamble or play computer games.
The NVTA computers are Authority property and may be accessed/inspected by the NVTA
at any time, without notice to or approval by the employee using the computer.

Applicability. The guidance in this SOP applies to all NVTA employees (full or part-time),
volunteers or others who may be given permission to use an NVTA-owned or leased
computer or other electronic communications.

Expectation of Privacy. All computer, electronic, and telephonic documents and
communications (e.g., email, Internet, voicemail, etc.) transmitted by, received by, or stored
in the N'VTA’s networks or computers-are the property of the NVTA- Employce usc may be
monitored at any time to ensure compliance with NVTA policies and SOPs. Any data stored,
created or received while using the NVTA’s computers or networks are neither private nor
confidential. The NVTA reserves the right to access and disclose any of this data, with or
without knowledge of the employee.

Access to Files and Email. Electronic files and email may be accessed only with the
authorization of the Executive Director or the Chief Financial Officer (CFO). The NVTA
may also disclose electronic files and email pursuant to a proper discovery request, court
order or applicable law.

Prohibited Uses of Electronic Communications. The NVTA prohibits the use of any
means of electronic communications that is intended to:

e Harass or threaten other users or interfere with their access to computing facilities.
Send or forward racially, sexually or ethnically offensive messages.
Send material that is slanderous or libelous or that involves defamation of character.
Send fraudulent email.
Break into another user’s computer or mailbox.
Promote a personal, social, religious or political cause, regardless of worthiness.
Search for or use websites that involve hate groups or racially offensive or sexually
explicit material.
Gamble.
Send malicious programs such as computer viruses.
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IX.

e Participate in activities that promote computer crime or misuse, including but not
limited to, posting or disclosing passwords, credit card and other account numbers
(other than in legitimate conduct of the NVTA business) and system vulnerabilities.

* Violate any software licensing agreement, to include distributing software.

* Infringe on any copyright or other intellectual property right.

e Send mass mailings of a non-business nature.

 Initiate or forward emails of a non-business nature (e.g., jokes).

e Participate in chain letters.

¢ Disclose confidential NVTA business information.

® Download and execute any program, screensaver or audio files from the Internet that
are not relevant to NVTA business.

¢ Knowingly introduce a computer virus into the NVTA computers or networks.

e Load diskettes, cd-rom’s, dvd discs, flash drives or external drives of unknown

origin that have not been checked by the CFO or Executive Director.
® Download and use Instant Messaging software.

Access Codes and Passwords. The confidentiality and integrity of data stored on the
NVTA’s computer systems and networks must be protected by access controls to ensure that
only authorized employees and others designated by the NVTA have access. This access
should be relevant to employee’s or volunteer’s job duties. Passwords for employee
computers must be changed every three (3) months.

Physical Security. All computer hardware, software, data and documentation must be
secured to prevent misuse, theft, unauthorized access and environmental hazards.

Responsibilities. ‘
A. Chief Financial Officer (CFO).

1. Authorizing access to equipment and files.
2. Authorizing any changes of physical equipment, including purchase and upgrade.
3. Informing Executive Director of any unique or special circumstances.
B. NVTA Clerk.
Providing computers and access codes to employees, interns and volunteers.
Maintaining inventory of all computer and computer related equipment/software.
Authorizing program/application additions or updates for any NVTA equipment.
Orienting new employees on this guidance and obtaining agreement below;
maintaining record of written agreements.
5. Ensuring that all employees, interns and volunteers are cognizant of this policy and
enforcing it. '

C. All employees and volunteers/interns using electronic equipment. Compliance with this

policy and reflecting understanding of it by signature below.

2 (LS o

Approved by Finance Committee: (Date)
Approved by Northern Virginia Transportation Authority: (Date)



NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 14 — Computer and Electronic Systems Use

Employee/User Agreement

I have read and understand Policy 14 — Computer and Electronic Systems Use and will abide by
it.

Printed Name Signature Date
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NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

MEMORANDUM
TO: Chairman York and Members of the NVTA Finance Committee
FROM: Michael Longhi, Chief Financial Officer
DATE: November 25, 2014

SUBJECT: Establish NVTA Employee Handbook

1. Purpose. Presentation of proposed NVTA Employee Handbook to the Finance Committee
for consideration of a recommendation to the Authority for approval.

2. Suggested motion. I move Finance Committee recommend to the Authority approval of the
proposed NVTA Employee Handbook.

3. Background. The Authority staff have worked to develop an employee handbook. Best
practices call for a handbook even in small organizations as a ready tool for staff and to
foster a clear understanding of expectations. The Council of Counsels has reviewed the
proposed Handbook. The handbook remains under legal review and it is expected that
substantive edits may be made prior to the Authority meeting, particularly to ethics related
policies in light of amendments to the State and Local Conflict of Interests Act. Topics in the
handbook include, but are not limited to:

Employment Procedures

Employee Pay

Employee Leave

Employee Benefits (sections to be finished as the benefit package is finalized).

Employee Performance Reviews

Employee Code of Conduct

Public Relations

Employee Expenses

Employee Safety and Security

R e 0 o

4. Next Steps. This is envisioned as a living document. Updates will occur as employee
benefits are finalized. Additional updates will occur thereafter as events warrant.

Attachment: NVTA Employee Handbook

Coordination: Council of Counsels
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SECTION 1. GENERAL

Purpose

This Employee Handbook contains information about the employment practices,
procedures and policies of the Northern Virginia Transportation Authority (NVTA or the
Authority). It describes how the NVTA is managed and provides a reference for NVTA’s
employees on how to conduct business in support of the smooth operation of the Authority.

Role of the NVTA

The Authority was created by the General Assembly on J uly\{, 2002 (SB 576), to offer a
common voice for Northern Virginia on tuansportallon and other issues that confront the
region. The Authority embraces nine JurlSdICtIOBS mc]udmg the' coyntles of Arlington,
Fairfax, Loudoun and Prince William; as well"as the cities of Alexandna, Fairfax, Falls
Church, Manassas and Manassas Park. T hc Authorlty membelshlp is madeaup ofseventeen
(17) members as follows:
a. The chief elected officer of the governmg body,of eath of the counttes and cities
embraced by the Authority, or his or her des gnee.
b. Two members of the House f [ Delegates who res;de in different counties or cities
embraced by the Authority! g }'- 4
¢. One member of the state Scnale w?wiresxdcs ina co%pty'or city embraced by the
Authority. ) ,é‘r 24 '
d. Two 01tlzens_appolnted by the C‘iovgrnor onefoﬂwhom shall be a member of the
Commo \&fealth’*?l‘;ralosporlatlon B@ard who reside in a county or city embraced by
the Authority. W &
e. The Dlrectog of the}'.V‘irg_,l nia Depam{lcnt of Rail and Public Transportation, or his
or her desig gr;ee (non-yoting).
f. .Tme§01n:11onweﬂth Transpoptatxon Commissioner, or his or her designee (non-

y ‘Wﬂ’g}" -

V'g. The chlef(e'ecwd ofﬁcer of one town in a county which the Authority embraces

The NVTAsreached an 1mp0rtant milestone in 2013 when the General Assembly passed a
lransportatlon ugdlng bill (HB 2313) that provided a dedicated funding stream for
transportation m’Northern Virginia. This legislation coupled with the successful bond
validation suit (BVS) determination enabled the NVTA to become fully staffed in May
2014. In the years ahead, many of the NVTA’s functions will become more routine. Until
then, the Authority is in a ‘start-up’ mode of operations, where many actions are being
undertaken for the first time. Consequently, it is anticipated that this Employee Handbook
will be updated from time to time as necessary. Updates will be communicated with all
employees via written amendments or a revised handbook.
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SECTION 2. EMPLOYMENT PROCEDURES

General

The NVTA Executive Director is authorized to administer these employment policies as
established by the Authority. The Executive Director will require the utilization of forms,
processes and procedures necessary to administer and manage these personnel policies.
Only the Executive Director has the authority and responsibility to hire employees.
Aspects of the selection process may be delegated to other empl_oyees.

Consistent with Title VII of the Civil Rights Act of 1964,‘33 amended the NVTA does not
discriminate against employees in any aspect of em p]oyment or. appllcanls for employment
based upon race, color, religion, sex, national origin, age, dlsablhty or genetic information.
The NVTA does not discriminate against employces or applicants” for employment based
on political affiliation, sexual orientation or gender identity. L

In compliance with Title I and Title V of’ lhe Amerlcans with Dlsablhtles Act of 1990, as
amended, the NVTA is committed to protecting’ quallﬁed individuals froni discrimination
on the basis of disability in hlrlng promotion, dischal €, pay, fringe benefits, job training
and other aspects of employment. Dlsablllty dlscrxmmatlon includes not making
reasonable accommodations to the kno; physncal or mental limitations of an otherwise
qualified individual with a dlsabllity who! JS"' n appllcant or employee, barring undue
hardship on the Authority. ‘)“{\.

v\ &
The NVTA will /m’eﬁ? able accommodatlons upon request for qualified individuals
with disabiliti jwho can p tform the essentlal functions of the job as outlined in the job
description 4s 10 as such accommodauans .do not require an undue hardship on the

Jf -‘.‘A'l".'g..
Authorltym W ﬁ‘@g;‘: e
R Kk,
J ob Deseri t;gg 5N
° Eﬁ-@ QE:J b

'*’Jo’bkdescrlptlons m%l&be dcv’eLoped for each NVTA position. Job descriptions will be

app{oved by the Executive Director and serve as the basis for advertising positions,
employgncnt intervie {i:fand selection for employment.

(1“\
-43' h

Application for Position
pp % o8

n-

Applicants are é)'{pccted to submit a resume that responds to the advertised job description.
A cover letter expressing an applicant’s perspectives, interest and qualifications for the
position should also be provided.

Selection Process
It is intended that the system of personnel selection and employment is based on

objective procedures, these policies will be in compliance with applicable Federal, State
and local regulations, and the policies will be administered on an equitable and non-

5



2.6

discriminatory basis. Recruitment for NVTA positions will be conducted in a manner
that assures open competition in that vacancies will be advertised publicly and filled
through competition.

Employment applications are screened to assess whether candidates meet minimum
position requirements as outlined in the job description. In the screening process,
equivalent education and experience may substitute for one another on a year for year basis.

Expenses associated with any stage of the selection procedure (i.e. exams, tests,
background, credit or license checks, etc.) will be the responsibility of the NVTA.
Candidates are typically responsible for travel expensesdassociated with the selection
process, although reimbursement may be pr0v1ded at ‘the" dlscretlon of the Executive
Director. 5T

Employees are selected for positions based on relatwe ability, knowledgc, skills and
suitability for the position. The selection: procedure will be relevant Jto the position,
job-related and necessary to appropriately” assess candid; ates. Selection px;g)cedurcs must
be consistent with equal employment opportumty( Standards and should maximize
validity, reliability and objectivity. Selection prqce‘dures are to be applied uniformly
among candidates at each stage of. the selection process The selection process objective

is to hire the most suitable persog glc job. Applica m{gy be required to permit
credit checks, background checks, drlveﬂﬁigrccnse records and{cr verifications.

\ﬁ\ ""'31 1'

h .

In accordance with Thc Amerlcans with A% Blllttes? q;;’thc NVTA provides reasonable

ed persgm to perform the job, unless the

or-ipterview_responses-or—or-undisclosedprevioushy-undiselosed-eriminal-effenses—The

Executive Director can terminate employees without cause, at any time and without prior
notice before the end of the probationary period when it is deemed to be in the best interest
of the NVTA.

New Hire Documentation
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';Personnel Files )

Prior to, but no later than, an employee’s first day, standard new hire employment
documentation must be completed. Employees are paid by direct deposit only.
Documentation includes:

e Employment Eligibility Verification Form [-9 (Immigration Reform and Control

Act)

e Federal Form W4 and Commonwealth of Virginia Form VA-4 (payroll
exemptions)
Authorization to pay employee by direct deposit
Banking information for direct deposit
Healthcare, dental & vision enrollment
Retirement plan(s) enrollment
Life insurance designation of beneficiary
Optional life insurance enrollment
FLEX & DCA Enrollment
Emergency contact information

New Employee Orientation

Orientation will occur during the f ISt week of employmenl, typlcally on the first day, and
will consist of three components: \-'J.;{.j‘-“ . &

e Work responsibilities — conduhted by the'em| ployee s supervisor

e The NVTAq %%plocedurcs\&nﬂ pollcws -conductccl by the Administrative
Assmtagthle

o Offi c&ug_ttoductlon tand work statlon walk-through — conducted by the employee’s
qupcrwsor\;g:nd!or El;e'Admmlstratwe ASsistant/Clerk.

.L.\a‘

N
Hih,

Ofﬁelal Personnel Filg (mc]ﬁalng records of pay) are centrally maintained as prescribed
by the\ChIeF Financ af Officer. The retention and destruction of these files are in
accordanceﬁwlth app réable Federal and State laws. Official Personnel Files contain
1nformallon‘and ocuments sufficient to fulfill administrative and legal requirements and
enforcement ofgpersonnel policies. It is intended that Official Personnel Files provide a
complete employment history of service with the NVTA.

The information may include, but is not limited to: employment applications, offer
letters, Personnel Action Forms, performance related documents, formal disciplinary
actions and documents related to any type of separation from the NVTA.

The NVTA complies with the Virginia Freedom of Information Act which requires all
public records (with certain exceptions set forth in the Act) be open to the people of the



Commonwealth of Virginia. This may include information about employees, except that
which is protected by law.

Employees may have access to their personnel file with advanced notice during normal
business hours.
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SECTION 3. EMPLOYEE PAY PLAN

General

The pay plan is intended to be competitive with the labor market and other public and
private sector employers, especially those of member jurisdictions. The pay plan will be
equitable in that classification and levels of allocated compensation reflect relative levels
of work, duties, knowledge, skills, abilities, education and experience, difficulty and
resp0n51b111ty, and functlonal basis, m conjunction Wlth the posmon job descrlpt1on It is
procedures and work records will be utilized as necessary to ensure equitable and
uniform administration and accountability of pay. All pohcxes and personnel actions
will be in compliance with the Fair Labor Standards Act (FLSA) and all other applicable
federal and state regulations. NVTA employees are:paid on a bl—weekly basis by direct
deposit. §

Full-time Employees

All NVTA employees are subject to FLSA legulahqns, although some positions may be
exempt from FLSA wage and hqur provisions (11101udmg overtime). Exemptions are
typically executive, adm1mstratwesbn.qgggﬁessnonal in nature (Please refer to the FLSA
regulations for a complete listing.) ‘“:5
\' \J b .
Employees meeting one of the FLSA exemﬂphons areca ""tegorlzed as ‘Exempt Employees’.
Exempt employees’ wof wstandard ﬁvef(§) day fi orty (40) hour work week. Absences for
Exempt employces shall’ mnormally be tharged in increments of full days. Exempt
employees workmg Jess than?four “) hours\durmg a work day, shall submit the appropriate
sick or vacation leave: aE1p/f01_*1:heﬁremaln|nginon -worked hours.
T 2.1.\ _;‘{;-
meloyees notJSpecmcall_ haractenzed as exempt under FLSA are categorize as ‘Non-
exempt Non- exempt emp oy vork a schedule specified by their supervisor based on
ftheu position and aregpald fcn‘irt ours worked. Leave for Non-exempt employees shall
be«reponed in fi fteem(ﬁﬁ) mintte increments.
(e | J
Part-ti me, Temporary or Contract Employees

A part-time employee is defined as an employee with a routine work schedule that does
not exceed twenty-nine (29) hours in a forty (40) hour work week. Acting within approved
NVTA budgets, the Executive Director may employ person(s) on a part-time, temporary
or contract basis. Temporary and contract employees are not eligible for benefits.

Salary Increases

Annual salary increases are approved by the Executive Director based on performance
evaluations, merit and the NVTA operating budget.
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Overtime and Compensatory Time

General

The NVTA’s overtime policies comply with those established under the Fair Labor
Standards Act (FLSA) and the Code of Virginia. All hours worked beyond the authorized
workday, workweek or regularly scheduled hours must be pre-approved by the supervisor.
It is the supervisor’s responsibility to ensure any hours worked in excess of the authorized
scheduled hours are necessary in order to provide or maintain services, the work could not
be delayed until the next authorized workday or work schedules could not be flexed to
accomplish the work. The supervisor excercises control and. ‘management of work activity
so that only authorized and directed work is performed

Non-Exempt Employees P
All hours that a Non-Exempt employee 1s permitted to work are subj ect to ‘compensation,

pursuant to FLSA. Overtime or compensatory,__t:ompensatlon is due for time'worked over
forty (40) hours during the established seven ( ?)day work week for employees. Overtime
is compensated at one and one-half times employee gular rate of pay. Compensatory
time is awarded at the rate of one'%l} one- -half times lhehbmber of hours that the employee
works (excluding vacation and si ek e&ve) in excess of forly (40) hours in any one
established work week. It is preferr ha compensatory tlme ‘be taken in the same work
week overtime is incurred, however \can bﬁ nup t to one month later, with Executive

__ Executive D ecper can hcgg ewto pay the employee in overtime
or compensat/;%}h'
Exempt Employees

ithe needs of thefAuthority req‘uwe

fs: f‘
3 ding, at least ten (10) working days’ notice to the NVTA from the
employee is requiréd. The Executive Director may withhold pay for one (1) day of vacation
leave for each day of notice less than ten (10).

Employees who fail to report to work for three (3) consecutive days without authorized
leave may be terminated. As many as ten (10) days of accrued vacation leave may be
forfeited in such a case. Dismissal of an employee for poor performance, violation of
administrative regulations or other causes requires a written notice to the employee which
sets forth the reason(s). Appeals shall follow the procedure set forth in Section 11.3.

10



4.1

4.2

4.3

SECTION 4. EMPLOYEE LEAVE AND HOLIDAYS

General

The NVTA’s provision for leave is intended to be competitive with the labor market,
member jurisdictions and other public and private sector employers. All leave must be
requested in advance and approved by the employee’s supervisor, unless it is impractical
to do so due to illness or sudden personal emergency. Approved forms shall be forwarded
to the Administrative Assistant/Clerk and saved in the employee»s personnel file. If the

leave request is denied, the employee shall be notified. _;:_L:-'-

With the limited staff available to the NVTA, employeps are reguested to be understanding
in their scheduling of leave so that mission essential fi unctlons are, mal intained. Supervisors
shall evaluate requests for leave based on the need'to\pmperly stafft !{ejpfﬁcc and complete

work assignments. ﬁ‘."
ﬁ; %
i ¢ \;if's_ o
Holidays .‘% % p N ) 4
B N ,

The following days are regular NVTA paid holld% .5 days):
New Year’s Day (Januarﬁ@z)lnm .
Martin Luther King, Jr. Day JEi;1 rd,
Presidents’ Day (Third Monday in‘Febiuar
Memorial Day (Last Monday in,May)$® ..
lndependenocp%y“(.luly 4) )

Labor Day*(Flrstw }6 day in Sep glber)
Coiumbu;sﬂbDay (Se%%pd Monday i %ﬁlober)
Veterans lay.‘(Nov ber 11)

i i hanksgwmg@&)ﬁ our hT: hursday in November)
_oﬁf&E%’ﬂ’er Thanlﬁ*gi&‘n g (Fourth'Friday in November)
istmas Bye (December 24 — half day)

‘Day, (Deceraber?5)

Dates\bf ove may vary when holiday falls on a weekend. The floating holiday is on an
annual bam% d m stfbt. used by the end of each calendar year. An employee may not
earn paid holi ays hlle on unauthorized leave, leave without pay, or if working less than
their scheduledThOurs

Vacation Leave

Full-time permanent employees earn vacation at the rate of:
e 13 days annually with fewer than three (3) years of service;
e 19! days annually with 3 — 15 years of service;
e 26 days annually with 15 or more years of service.

11
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Vacation time for full-time employees may be accrued and carried over to next year at
these rates:
e Zero (0) to ten (10) years of service, a maximum accumulation of 30 days or 240
hours
e More than ten (10) years of service, the maximum accumulation is up to 40 days
or 320 hours

The cut-off date is the end of the first pay period after January 1. Upon initial employment
or at separation, no leave shall be earned for less than a full weelc of work.

No leave shall be earned for a week in which an em ployee is on leave w1thout pay for more
than one (1) day. b

If a minimum resignation notice of two (2) weekslls ,given, upon separation an employee
shall be pa1d for unpaid vacation leave in a lur[;p ‘sum. Ifthe employee: ‘has.not given proper
notice or is terminated for cause, accrued le_ "e_1s subject to forfeit. -

Sick Leave

Sick leave will be earned by fu!I;nme permanent empll"yees at the rate of four (4) hours
for each bi-monthly pay period or 13 da:s%per year. Thereiisino limit on sick leave accrual.

Upon termination of employment, emaployees willsnot receive payment for accrued sick

leave. ,.-"5 'Q:‘gyf g
Vo
No sick or vaggj‘én leave'w be earned oﬁr T less than a full week of work.
ﬁ;’,ﬁ},‘%—% '

. llli‘feg %‘thc m dmmediate family, defined as spouse, son, daughter, adult dependent
and elde jffparents and any of these relations as a step.

A supervisor may require an employee to submit a certificate from a registered physician.

If the Executive Director determines that the sick leave request is not justified in
accordance with these administrative regulations, he or she shall deduct the value of the
absent time from the employees’ accrued vacation leave or pay. For the employee to
receive compensation while absent on sick leave, notice shall be given no later than four
(4) hours after the scheduled start of the work day on which the absence occurs, unless the
employee provides evidence that it was impractical to do so.

12
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4.6

4.7

4.8

4.9

When an employee has exhausted accrued sick leave, the Executive Director may advance
sick leave up to an amount equal to the employee’s accumulated vacation leave. The
encumbered vacation leave may not be used until the sick leave account is in balance.

Donation of Vacation Leave for Use by Others as Sick Leave
NVTA employees may donate a portion of their accrued vacation leave to other employees

who have exhausted their sick leave. Such donations are str letly voluntary and will be
allocated to the receiving employee on a dollar value basis. &

Civil Leave G
3 .1._.‘\

Employees shall receive time off for jury duty or'emergency cw!llan .duty in connection
with national defense, up to fifteen (15) days annua]ly Employeeﬁ Who are requesting
Civil Leave will be required to furnish a cop,y of the official summons for jury duty or
witness service when seeking approval. Employecs are. not required to; reimburse the
NVTA for any court-provided expense 1elmburse enhwhﬂ&on Civil Leave. Employees
appearing in court either as defendant or plaintiff in q&@()n-work related case are not eligible
for Civil Leave.

Military Leave \ e

Ao
Any permanent employee who isam embe of the 4 \tit “qd"’Forces of the United States will
be allowed leav%,wathﬂ)ay to the extenf he NVTAPpay exceeds military pay up to a
maximum of ﬂﬁeen (lS)wdays annuallyifor official training or active service. If the
employee 1sam;§\0lumauly called to active ﬂuty, the Executive Director shall endeavor to
provide the employee_lm orhher same posmien or a comparable position upon return to

of bercqvement leave are provided for a death in the employee’s
nved family (def' ped as employee’s spouse and either the employee’s or employee’s
spousc‘s son, daughter, grandchild, brother, sister, parent, grandparent or guardian) or

others that, Jir ‘the Judgment of the Executive Director, comprise “extended family.”

@“p

An additional ty (2) days of bereavement leave are provided for a death of an immediate
family membef who resides outside the local area (outside local area is defined as more
than 50 miles outside the Washington DC Metropolitan area).

Adverse Weather/Emergency Leave

The NVTA Executive Director will consider the actions of member jurisdictions in
declaring snow (or other) emergencies. For example, at the discretion of the Executive

13



4.10

4.11

4.12

Director, employees may be granted “liberal leave,” in which they can take a vacation day
after notifying their supervisor by telephone or email.

The Executive Director may declare an office closure, or send employees home early in
the event of a major weather or other local emergency event. Such events may include loss
of utility or HVAC services to the offices.

Whenever emergency conditions are forecast, employees should plan for the possibility of
working remotely for the anticipated duration of the event. If employees work remotely,
they shall notify the NVTA staff accordingly together with any others who may be affected
by the employees’ absences from the office. ;

Absence without Leave
An employee absent for three (3) days or mOrg! w:lthc_aut notlce to lheu‘ supcrwsor may be
subject to termination. -

F.

Accrual of Leave by Part-Time Employees

Employees are categorized as pal -;Ume if they routine cwork less than thirty (30) hours in
a forty (40) hour work week. P ﬂ[ge employees for any\gwcn length of service earn
leave only in proportion to hours ‘worfé@%emporary ot Gontraci employees are not

eligible for paid leave. - ) 4
s& r’vg" 'vr
e

Length of service ismeasurcd from th K.‘of appomg'nent to a permanent NVTA position

(i.e. mternshlps or “other temporary positigns do not contribute to the determination length

of service). /0 r,{:
AL /il::.} . % -U"

Permanent _em ployees Fworkmgvfa{’g %&y&?ne schedule will receive pay for all holidays,

wheghbﬂor notthey fall'ontone of the employee’s scheduled workdays, in proportion to the

numbcr of actual ‘WOI‘k l1oiu;s"durmg an average pay period. For example, forty (40) hours

y ,,;Werked in an average}two -weekapay period would comprise 50 percent of a full 80-hour

paygpe riod, or four (4)';}101115 offan eight (8) hour holiday.

Fa milyigi;g;[ Medical I_i_.-';,eavc Act (FMLA)
% )

The FMLA entitlesfeligible employees-ef-covered-employers to take unpaid, job-protected
leave for speci ﬁed' family and medical reasons with continuation of group health insurance
coverage undet the same terms and conditions as if the employee had not taken leave.
NVTA elects to observe FMLA guidance to align benefits with Member Jurisdictions.
Eligible employees are entitled to:

Twelve (12) workweeks of leave in a 12-month period for:
o the birth of a child and to care for the newborn child within one (1) year of birth;
« the placement with the employee of a child for adoption or foster care and to care
for the newly placed child within one year of placement;

14



» to care for the employee’s spouse, child, or parent who has a serious health
condition;

o aserious health condition that makes the employee unable to perform the essential
functions of his or her job;

e any qualifying exigency arising out of the fact that the employee’s spouse, son,
daughter, or parent is a covered military member on “covered active duty;”

Twenty-six (26) workweeks of leave during a single 12-month period to care for a covered
service member with a serious injury or illness if the ellglblg—xemployec is the service
member’s spouse, son, daughter, parent, or next of kin (mlht/a;y caregiver leave).

Questions concerning an employee’s eligibility under FMT‘:'A“'Y“ o be directed to the Chief
Financial Officer. Additional information concemmngMLA 1S vailable at the United
States Department of Labor website. A “i’ﬂﬁ
47 N
iy s

V4
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5.1

5.2

5.3

SECTION 5. EMPLOYEE BENEFITS

General

The NVTA's benefit plan is intended to be provided on an equitable, uniform and non-
discriminatory basis and to be competitive with the labor market, member jurisdictions and
other public and private sector employers. The NVTA offers health care, dental, vision,
wellness, retirement, life insurance and other benefits.

Healthcare (including dental, vision, behavioral health and wellness services)

Healthcare coverage is provided through the Commonwm’ith of Virginia’s The Local
Choice (TLC) Key Advantage with Expanded Benefi rkqprogram admm]stered by Anthem
Blue Cross and Blue Shield.  Full piann‘detalls can behfound online at
http://www.thelocalchoice.virginia.gov/. e,

In addition to medical care, healthcare coveragéﬂncludesib,ehaworal health,uroutme vision,
eye glasses, contact lenses, well child, adult wellnggg &pprevcntattve care programs, dental
and prescription benefits. The NVTA funds 80 pé}ce t of the monthly cost of healthcare
coverage. The employees’ contrlbuuon is automatical Lg.x\?dcducted from pre-tax earnings.

\\...a.

Healthcare benefits are administer ed\on ap *la_r{tpyear basis '{"rem July 1 through June 30.

Open enrollment for health benefits OQQ;UPS anpuall; - the, month of May.
AT I.'_I '_-

Retirement

hnuary -,-.'..20.13‘“31‘8 eligible for enrollment in Plan 1. Employees

«date before J fﬂy 1 2010 and not vested as of January 1, 2013 or

after J. anl}ary 1,2014 are eligible to participate in the Hybrid Retirement Plah. The Hybrid
Plan combmesm deﬁncd benefit plan with a defined contribution plan. Full plan details
can be found at ﬁrtp //www.varetirement.org/hybrid/publications.html.

Participation in the Virginia Retirement Plan requires mandatory employee and employer
contributions. Employee’s mandatory retirement contribution is automatically deducted
from pre-tax earnings.
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5.5

5.6

5.7

5.8

Life Insurance

As participants in the Virginia Retirement System, employees are automatically enrolled
in the VRS Group Life Insurance Program with coverage of two times salary at no cost to
the employee.

Employees are eligible to participate in an optional life insurance plan at the employee’s
expense. Employee’s optional life insurance premiums are automatically deducted from
after tax earnings.

Short Term and Long Term Disability (Hold pendmg autlloruatlon)

Flexible Spending for Medical Costs & Dependent Carc

An optional Flexible Medical Spending plan and a Dependcnt Care plan are administered
through Choice Strategies at no additional cost to employees. Fmployee contributions to
these plans are automatically deducted <from jpre-tax earnings. Full plan details are
available at https://www.mywealthcareonline. com!chmce strategies/Hometaspx.

{ J

development that are relevant to erqploye _{.wo,rk lepOﬂblbllltleS The NVTA also
prov1des ﬁnan01al sup phrt for, and cnc?lura,ges empleYe.e ‘participation in, the activities of
1C f%@_‘_ sociations thaf are relevant to the NVTA’s mission. The level

N % _
6’1 embership to the fitness center located at 3040 Williams
mentydvailable from the Administrative Assistant/Clerk, must

17



6.1

6.2

6.3

SECTION 6. EMPLOYEE PERFORMANCE REVIEWS

General

Performance reviews offer a mutually beneficial opportunity to provide feedback to, and
receive suggestions from, an employee. The objective of performance reviews is to
encourage high levels of performance and achievement, while identifying and mitigating
any areas of under-performance. Performance reviews shall become part of the employee’s
official personnel file.

Annual Performance Review

: 'qi‘z
Each employee will participate in a written annual perf’ormance\eﬂcw based on hire date.
Additionally, a six-month performance evaluauon may be conductéd“ger new cmployees.

Performance reviews will be comprised of; th‘r' components
e Written self-assessment completed b ach empLaye@
e Written review conducted by the employe&eszsuperwsor and
e TFace-to-face meeting between each em ployee@nQ their supervisor, resulting in an
agreed written action plan for the upcoming ycar }‘s
\«;'—‘_-5",?.:._
The action plan will identify any cmployment‘-’q;e,lated goals éhd trammg requirements, and
will serve as the basis for the employee S ne%yannual;perfonnance review.

“‘\:\x,,
L 4

J?\{]_;’p . 'l;-'

Ad hoc Performance Rey <V1$w ‘
"iL (‘ 2

Employee perf@rqlm}ce re LEW is a contmupus process and may occur on an as-needed
basis as determlned‘lz‘jfpthemsu;)erwsor at any»func to supplement the written annual review.
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7.1

7.2

7.3

7.4

_ esult in lmmedm%;llsmissa{'% y
74 qq’«

SECTION 7. EMPLOYEE CODE OF CONDUCT

General

As a basic condition of employment, all employees have an obligation to conduct their
official duties in a manner that serves the public interest, upholds the public trust and
protects the NVTA's resources and reputation.

The NVTA employees routinely interact with state and local elected officials, chief
executives and staff of member jurisdictions, other transportation agencies, representatives
from the financial sector, and the business community. Interaction may occur in formal
committee meetings, large jurisdiction events and/or direct appointment settings to list a
few.

Perceptions of the Authority may be influenced'by the conduct of the NIVI'A’s employees.
Employees are expected to conduct t_hemselves in a manner that demonsu -ates
professionalism and integrity at all times. :

b

No Smoking Policy .
|
Smoking in the NVTA offices, to lnol.qgle any hallways elevators, reception or conference

spaces, is prohlblted Any employ&:e who-*s _okcs is encourage to use the Authority

Y

5

Alcohol and Drug—Free;h}V g\rk Place 'J

In an effort‘*to"épggzlde a l:l;ug-free workplace and to comply with Federal and State
regulations, the l\lvm’ _,prp its;employee copsumptlon of alcohol and the use, distribution,
manufagcture. or posses%gn of" lllé“galfzgggrconlrolled substances in any NVTA worksite or

'beé}p' hile nlauty or representing the Authority. Violation of this policy may

.
! 'z
ot}

ployees at any e may request their Supervisor’s assistance in accessing the
coumqlmg and/or lre@ﬁmcnt services available through the employee health insurance
wcllncssﬁl@; The NWA is not responsible for the costs of such counseling or treatment,
beyond the'm lical Jﬁsuz -ance plan.

Sexual l{arassf,_ment

The NVTA is committed to providing a work environment free of any form of sexual
harassment or related intimidation. Sexual harassment is prohibited within the
workplace, viewed as serious misconduct and subject to disciplinary action, up to and
including termination. Sexual harassment is defined as any unwelcome sexual advances,
requests for sexual favors, and other verbal or physical conduct of a sexual nature by a
manager, supervisor, co-worker or non-employee (third party).
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7.5

7.6

7.7

7.8

7.9

Other Unlawful Harassment

Harassment on other grounds, including race, color, religion, national origin, age,
disability, sexual orientation or gender identity is also prohibited. Harassment includes
jokes, verbal abuse and epithets, degrading comments, the display of offensive objects,
pictures, and other conduct that an individual might reasonably find to be offensive.

Reporting Complaint

If an employee has a harrassment complaint, the employee should'tell the offender to stop
the inappropriate behavior and report the complaint without delay or fear of reprisal to
their supervisor. The NVTA will not tolerate any form of retallatlon directed against an
employee or third party who either files a complaint about dlscrlmmallon harassment or
retaliation or who participates in any investigation/concerning nnsconducl

Conflict of Interest

" \ .. e

As a basic condition of employment, all employees have an obligation to conduct their
official duties in a manner that serves the public .mtercsl upholds the public trust and
protects the NVTA’s resources. Employees shall not engage in any behavior that provides
a conflict of interest or the appcarapcemf a conflict of interest. All NVTA employees will
refer to the Authority’s Conflict of Intcrest Policy. Req uestkfor interpretation of a possible

conflict should be referred to the Chnef l"manc}al fo' icer.
\ U o

‘."-. o
Vi
Wl

Political Activi ,_.u“%g Y

Employees ,,h/ %}E right l"'-

political orgamzatgp V.TA cmployees have the right to not be forced to take a
polmcal osmon as%

%Dond!tlo of empjoymcnl Political activities can not take place
Bhours or dvcrscly affect the employee's ability to do his/her job or
dversely affect 1e,.emp oyeeq dcpartment or co workers. NVTA resources will not be

@}JSed for any pOlltIQ\:glCtIVltlB P

I

Glf&}‘and G‘rratultles‘i"“E

NVTA em| f]gyecs are subject to the provisions of the State and Local Governments
Conflict of Intetest#Act which prohibits an NVTA employee from accepting money, gifts,
gratuities, favof, service, business or professional opportunities that reasonably could
influence performance of the employee's job duties, or loans from - organizations,
businesses, or individuals with whom he or she has official relationships regarding NVTA
matters. These limitations are not intended to prohibit the acceptance of articles of
negligible value that are distributed generally (e.g., a coffee mug), nor to prohibit
employees from accepting conventional social courtesies that promote good public
relations.
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7.10

7.11

Electronic Communications

The NVTA'’s electronic systems (e.g., e-mail, Internet, computers, cell phones and voice
mail) are the property of the NVTA. Employees have no right or expectation to privacy
with regard to anything sent or received on these systems, services or devices. These
systems, services or devices shall not be used for personal use (e.g., computer games).
Employees shall not install any personal software on the NVTA computers or cell phones.
All NVTA electronic equipment is subject to monitoring. Employees receiving any
messages they believe to be inappropriate on any NVTA systems should notify their
supervisor. Please refer to NVTA Policy 14 - Computer and EIGCImmc Systems Use for a
copy of the Employee/User Agreement.

General Deportment

The NVTA is a governmental organization w1th m&,n:ﬁcanl inter- actlon with elected and
appointed officials, member agency staff, lhe ‘general Jpublic and various;advocacy and
consulting groups. To provide the appropnaf&professmpal environment for the NVTA’s
operations and to enhance the working environmen y;ﬂOr the NVTA staff, the following
guidelines apply: .

e Maintain offices and comm}gg areas in a clean«agd orderly manner;

e Minimize noise levels froq 'co )4 NE sa‘uons, rad10§~an‘d spcaker phones so that other
staff and conferees are not digturt -f:.- d

e Dress in business or professﬁ%
in which business is being con

1 busi e
% ct
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8.1

8.2

8.3 A4

8.4

SECTION 8. External Contacts and Communication

General

As an employee, you represent the NVTA to the public and other government entities. When
dealing with the public or other public entities, either in person, by telephone or in writing, you
are expected to be professional, patient and courteous.

Contact/Communication between the NVTA staff and external entities/individuals will
occur on a regular basis. It is important that any such contacts'do not result in inconsistent
or inaccurate communication, or are otherwise to the dclnmeni of the NVTA or its ability
to fulfill its mission.

Media contacts should be referred to the Executiye. Dlrcctm or staﬁ' member designated to
address specific areas. Requests for information or data which are non-lroutmc or from
outside the member jurisdictions should be/fcferred to the Chief Financi _»Ofﬁcer

NVTA staff are not to make policy or other statements on behalf of the Aulhorlty unless
specifically directed and approved by the Executi va‘Du‘ector

Communication with the NVTA‘!‘ Vici A
&" Jj‘(‘{‘ 2

The Executive Director is the pri mar?’ 01nt"at jdbntacl with the Authority members unless
selected staff (e.g., ¢ ., Financial O (icgr) are Spe{é"_ cally designated to work with a
bé 1 specific projec act1v1tles M is not unusual for a spe01ﬁc staff

member to be, l;:l' uested 104 ]
NVTA staffs¥/ i ‘iram -r

I%%Cts with Elect

In gergégal contacts L_L non-NVTA elected officials will be conducted in the same manner
as descn ed for mem ers of the Authority.

Contacts wit ﬂPﬂfﬁcipating Organizations and Committees

A7
The nature of the Authority’s mission requires that the NVTA staff work with a myriad of
organizations and committees. In doing so, it is essential that staff represent the NVTA’s
mission, policies and stated positions accurately.

Staff should not hesitate to defer questions to supervisors if they are unsure of the policy
or procedural aspects in question. Issues that arise that may result in adverse perception of
the NVTA or situations that are not supportive of the NVTA’s role and policies should be
reported with supporting documentation to the Executive Director as soon as possible.
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8.5

8.6

8.7

Contacts with the Public

The NVTA is a taxpayer-supported public agency. The public is our ultimate “client”.
Politeness, professionalism and respect are appropriate at all times. All requests for
information whether in writing, in person, or by telephone are equally important, and must
be treated as such. For requests that are complex in nature and may possibly require
additional research and/or discussion, ask the requestor to put his or her request in writing.

Under the Virginia Freedom of Information Act (FOIA), all ofﬁQIaI records (with certain
exceptions set forth in the Act) are open for inspection by Vir; grma ‘residents or media. The
NVTA honors all Freedom of Information Act requests W’l%l‘ the time specified by law.
Such requests must be coordinated through the NVIA's G“\'h;cf Financial Officer and

Executive Director., "é{.'.. N
/.\__ *\\.\ Q;‘ N

Contacts with the Media ‘m"

inquiries.

Contacts with Contractors

Private sector ,.ﬁlm’s provrdggkle NVTA '3. | specialized capabilities and other support. The
NVTA will beneﬁt from @petltwely pri C ed roposals from well-qualified firms. The
NVTA’s approac h . proguren ems is desig ed to encourage such activity. Employees
must hovg%ver be guarded’in‘an yhgg%qi%,' h contractors or potential contractors to avoid

proy(dmg'an{%;f ir advar
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9.1

9.2

9.3

SECTION 9. OFFICE HOURS AND LOCATION OF WORK

General

Common understanding of “work rules” is essential to fair and equitable management. The
purpose of this section is to provide a framework for this understanding.

The normal place of work is the NVTA office. While NVRC offices are open to the public
between 8:30 am and 5:00 pm, Monday through Friday except hohdays the NVTA
employees have unrestricted access to the office at all t|mes »

Hours of Work V4
The usual full-time paid workday of eight (8) ho;ﬂsus ﬁ‘Om 8: 00 am to 5 00 pm, Monday
through Friday, with one hour for lunch. ‘,_;

5

A supervisor may permit a work schedulé otﬁ: an thc-’usua] if in his or her Judgment it
is in the best interest of the Authority and emplo %;‘“ N

Telework ‘g ”‘"‘%.

VTA cn‘ﬁfi)/rees are encouraged to work
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10.1

10.2

10.3

A véetual reas;cmmb]c,-¢

SECTION 10. EMPLOYEE EXPENSES

Local Travel Expense Report

Employees should request reimbursement monthly. Requests for reimbursement not made
within 45 days of expense may not be fulfilled. Local travel reimbursement requests must
include the travel date, destination, reason for travel, method of travel, mileage for personal
automobile and cost. Mileage will be reimbursed at the published IRS rate.

Non-Local Travel Expense Report

Non-local travel must be approved in advance by the Execullve ‘Director. Costs associated
with non-routine travel outside the Washington me;ropolltan reglon should be reported on
the appropriate form to include the reason for u‘avel location, descnptlon of costs and
appropriate receipts. Receipts are required for alrlme train, shutlle%l‘gotels restaurants,
parking, tolls and miscellaneous items. Rental cars requested for non- local, travel must be
preapproved by the Chief Financial Officer. \Reimhursement is not avat]ablc for luxury
cars. Airline travel shall be at the coach/business,rafes. Personal expenses should be
designated on receipts. b

Expense report should be submllled pramﬂt]y after travel <hgs beyen completed, but no later
than a month thereafter. Approval i§ 1equ1red~by the employee supervisor and the Chief
Financial Officer. Approved reports wﬂl be procb&;ed and forwarded to accounts payable.

Permitted TraveLExpe(nses

Mileage to aﬁcnd meelmgs' oulside of theANVTA office is permitted. Mileage is not
allowed for travel between anl employec S home and the NVTA office. Mileage from home
to an appointment or fron‘_ n appomtment:to home is not reimbursable unless the distance
is substantlally greater than thc employee’s normal commute.

, v

e§ts for ‘food and lodging are allowed. The test of “reasonable”
genei‘a! con51stency Wlth accepted Federal/State rates.

Travel shall be at coac'h rates. Any exception must be approved by the Executive Director
in advance: thncver it is available and advantageous to do so, employees should request
the approprlate:___governmcm rate for overnight lodging expenses.

The cost of meals should be consistent with Federal per diem rates. Customary gratuities
are reimbursable at customary rates. -

Personal care items and personal use items are not reimbursable.
Entertainment such as in-flight movies or hotel movies is not reimbursable.

Alcohol is not reimbursable.

25



10.4

10.5

10.6

10.7

Snacks and comfort items (unless a substitute for a meal or other expense) are not
reimbursable.

The Executive Director may reduce the submitted reimbursement request to the Federal
per diem rate.

Meal Expenses

Meals provided as part of a conference or travel package should.be utilized.
Local meal costs shall not be reimbursed unless: 48
e Expenses are for a business meeting with one or»m oreepe;;son(s) other than the
NVTA staff, or < _
e Meal is a part of travel to or from a n1cct1pg<out51de of normal

sbusiness hours, or

e Meal is part of a NVTA staff or Autho,rity meeting that results':m :an inability to
have normal meal and for which a n;e has not been provided excludmg routine

scheduled meetings. . }
Mileage Reimbursement Rate
Mileage reimbursements shall be consit ut with the curit‘eﬁ‘hL_RS,,,rate
Expenses for Guests of the Authon ﬁﬁf’
- SO
Approval of the BXe : ve, Director or'th ief Financial Officer is required before a

commitment IS cimburse expense§ of an NVTA guest. (Employees shall exercise

good Judgmenfﬂg}s\ekmg '; mbursement f penses incurred on behalf of guests.) In
no event shall the &’I;A offex,to payfl eim Eﬁ%xNVTA guest expenses when to do so may

create a.conflict of intel Ce of a conflict of interest.
ﬁ_ff,_;ag%gg | BSaan

i
Travel Advanc’e‘ N
§3 %

L1 ]s. T g
T!lsﬁ el Advances w1i be lnmtgd to the use of the office purchasing card for conference and

ticket g surchases. Employees who submit prompt expense reimbursement requests will

typlcally c their re r‘“ bursement prior to their credit card invoice cycles.
Upon requestiby;an employee, the Executive Director may authorize a travel advance on
an infrequent asis for unique situations that are received in sufficient time to permit

normal processing through accounts payable. .

Upon completion of the trip, any excess funds must be returned, together with a completed
non-local travel expense form and receipts within 14 Days.
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11.1

11.2

11.3

_the Executive ﬁlmmor will'‘cor

SECTION 11. PERFORMANCE AND DISCIPLINARY ACTIONS

Disciplinary Actions

Clear and prompt communication is critical for effective resolution of any employee
performance or disciplinary issues. Supervisors are encouraged to discuss any
performance or disciplinary concerns immediately with staff. This communication may
take the form of a one on one conversation, a performance review being presented earlier
than the routine cycle or other written notice of performance.

The communication will not only inform the staff member of the actions requiring
modification but will also solicit ideas on how the stafffmember can improve the situation.
Part of the discussion must be how the NVTA can reasonably suppor[ needed change on
the part of the employee. s

Performance/Disciplinary Actions W,
It is the intention that all instances of the 'riee;_:f_l_;\for pe'rformance modifications be
professionally communicated to the staff member‘byytheir supervisor with prompt and
professional changes in behav1orf’oonducl by the employee the expected result with a
minimal amount of formality. .

In situations where the desired change in Iz‘ahehaiiibr/c, _dqct'":-does not materialize, formal
written notice will bae_..prgyided to the en}p_lg‘yee. Sﬁiﬁh_. ice(s) will include a timeline for
the correction to gecur. Employee input| \W1ll be requested as to any contributory factors

preventing lh@requlred change in behavnorf conduct

If adequate progress; toward&resoluuon of the behawor/conduct is not observed within the
timeline ,p;‘ewous[y documented Lmanagemem may issue a final notice of the need for a
ptz:fonnaﬁc iange. If after_thls notice the performance has not reached the level required,
der whether employment separation is in the best interests

WAt
Y\l’ Li

Grievances

Emp!oyee§=rg§x bringa complaint or dispute in writing to the Executive Director regarding:
disciplinary actg.pns, the application of personnel policies, procedures, rules and
regulations; acts’ of reprisal; or discrimination. Certain complaints or disputes are not
eligible to be submitted under the grievance process, including, but not limited to: annual
evaluations, work activities accepted by the employee as a condition of employment or
work which is a reasonable part of the job description; methods, means and personnel by
which such work activities are carried on; contents of established NVTA policies,
procedures, rules and regulations; failure to promote; and provisions applied in an
emergency. Grievances must be presented to the Executive Director in writing within ten
(10) days of the event. The Executive Director shall respond to such a written grievance
within twenty (20) days unless the grievance is a termination or other involuntary

o



separation of employment in which case the Executive Director will respond as soon as
practical or within twenty (20) days.
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SECTION 12. EMPLOYEE SAFETY AND SECURITY

12.1 General

The Occupational Safety and Health Act of 1970 requires employers to provide a safe work
place: a place free from hazards that might cause injury, disability or even death.

Since the NVTA leases office space from the NVRC, employees must be aware of and
abide by the NVRC’s approach to safety and security while in the.office.

12.2 The NVTA Safety Policy

It is the policy of the NVTA that every employee is: ent[tlcd to work under the safest
conditions possible. To this end, every reasonable effort will be made to promote accident
prevention for protection and health preseryation. Preventable accidems which injure
people, damage equipment or property o destroy materlals cause personal suffering,
inconvenience and expense. 14

The NVTA will endeavor to maintain a safe and healthf ul work place. The Authority will
take reasonable steps to provide" safe ‘working cqu1pmegt, necessary personal protection
and, in the case of injury, access 1o thefﬁrst aid and medica services provided to citizens
in the jurisdiction in which the NVTA off ice is:located. g

Safety and loss con ol,,Js a [‘eSpOIISIblhly that muste 3,shared by all. NVTA employees
should all act sa(fglyLan\g\er;courage safety at all times, so that healthy attitudes towards
accident preventlgn loss con\trol and 1mprovcd safety on the job can be achieved.

b ‘.' y ¢

ﬁ

12.3  Safety Rules

Skl ;._\.‘ Tl

1) Eﬁﬁediately.;,cpon L‘lnsafc equlpmenl or conditions to the NVTA Administrative

AssmlanlfCIérk.; %
: %3;‘6}
2 ‘*{Jlace boxes!paperfdbjccts eul of the way and off the floor to avoid tripping.

« {
3) Use'extreme care }n’ driving personal automobiles on NVTA business. Always wear
ks
seat belts’ d obey all traffic laws.
(T'n :{, y

4) Keep ofﬁcgkfand common areas clear of clutter and debris that may pose a fire
hazard.

5) Always close file drawers.

6) Report all incidents to the NVTA Administrative Assistant/Clerk.
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12.4 If an Injury Ocecurs at Work

1) First Aid Kit is located in the small hallway leading into the main kitchen,
middle/small set of cabinets on the left.

2) Emergency Numbers:

AMBULANCE 911
FIRE 911
POLICE 911

3) Closest hospital is located at:

Inova Fairfax Hospital

703-776-4001

3300 Gallows Road s S
Falls Church, VA 22042 - _ ;

B. A physician chosen from the P-ANB[?? OF P ‘E[L‘Z JCIANS must be used if medical
treatmen%smée@fed. The NVTA *dmmlstratﬂve Assistant/Clerk maintains a list.

rﬁ.u ?‘

C. Ifa ,Banelehysm:ap‘&;ls unavallab!eaéat the time of an emergency, an emergency

facility ma. / tteat }’01},098 tlme only@Thc physician chosen by you from the Panel

,fw%;, D. Your PaneI.fEhys.lman\can;refer you to a specialist if needed. You may not choose
’ ‘-Q%ff;j-h a specialist yaqrself
\{\' 'fL:
‘T[ﬁ cou do notf receive treatment from a Panel Physician, your Workers’
Compensanombenef' its may be terminated and your medical bills will not be paid.
If youiststain a compensable work injury, your Workers’ Compensation benefits
may benfenmnatcd and your medical bills will not be paid. If you sustain a
compensable work injury, your Worker’s Compensation Administrator will only
be responsible for bills from the following:

1. Panel Physicians

2. Authorized treating specialist
3. In atrue emergency an emergency facility
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12.5 Security

1)

Security depends on the cooperation and interest of each individual.

2) Never leave purses, wallets or other valuable items on or under desks. Keep them out

3)

4

S)

6)

7

of sight.
Cash, stamps, parking stickers, etc., should be kept out of sight.

Immediately report all suspicious persons, peddlers, or solieitors, to management
personnel or by calling the Police Department (non—cmergcncy is 703-558-2222).

If upon entering the office suite an employee is surpnsed bymn unauthorued person,
the employee should quietly leave; then call t~he pollce :

If someone an employee does not know,is: attcmptmg to follow the empLoyce into the
building during security hours (7pm — 7'am)"' the employee should ask the«person to
use his or her own fob on the reader or mstmc‘ t?tle person to use the Datawatch phone
for assistance. R0y

Report missing Datawatch fo‘gs}‘i mmediately to the NV@EA Administrative
Assistant/Clerk. The Administ W% tant/Clerk w:kl ]mnmdnatcly notify the
NVRC, Datawatch and building nage%&t}s& these fobs cannot be used by
unauthorized persons trying to ga ég *V“

A jing the office egch evening must ensure that the front door is
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13.1

13.2

SECTION 13. EMPLOYEE EXIT PROCESS

General

In order to ensure a smooth transition for the employee and the NVTA, the following steps
will be taken. Except for the return of NVTA property, the Executive Director may modify
these steps on a case by case basis to protect the interests of the Authority.

All Employees

On an employee’s last day, all NVTA property must be returned and accounted for. This
includes laptops with accessories, cell phones with accessories, building, suite, and office
keys/access devices and any other data medium or dcwws as well as any business records
or files in any medium. Final pay will not be rcleased wntil all NVTA! propcrty is returned.

Departing employees will be informed of any; oulslandmg pay and vacatlon due to them.
Departing employees will be invited to’ pamc;palc in @ yoluntary exit mterwew The
purpose of the interview is for the employee to prowtde feedback on topics that may help
the NVTA to enhance its performancc as an employi

n'twenty,(20) employees, COBRA

Approved by the [‘E&an@e Commi:'\' ee: (Date)
Approved by Northcrn?%rgmm fI‘ rans portatlon Auth ority: (Date)




V.

NORTHERN VIRGINIA TRANSPORTATION AUTHORITY
MEMORANDUM

TO: Chairman York and Members of the NVTA Finance Committee
FROM: Michael Longhi, Chief Financial Officer
DATE: December 3, 2014

SUBJECT: Establish Tax Exempt Bonds Post-Issuance Tax Compliance Policies and
Procedures

1. Purpose. Presentation of proposed Tax Exempt Bonds Post-Issuance Tax Compliance
Policies and Procedures for consideration of a recommendation to the Authority for approval.

2. Suggested motion. I move Finance Committee recommend to the Authority approval of the
proposed Tax Exempt Bonds Post-Issuance Tax Compliance Policies and Procedures in
substantially the form presented at this meeting.

3. Background. NVTA must establish policies and procedures to assist in monitoring and
maintaining compliance with the provisions of the Internal Revenue Code of 1986, as
amended, and the regulations of the U.S. Treasury promulgated thereunder, applicable to
Tax-Exempt Bonds in order to preserve their tax-exempt status. Compliance with applicable
provisions of the Internal Revenue Code and the Treasury Regulations is an ongoing
requirement and an integral component of NVTA's financial policies and internal controls
programs. These Policies specifically cover: (i) record retention, (ii) limitations on "private
business use," including in particular the rules relating to the taking of "remedial action" to
preserve the status of an issue of Tax-Exempt Bonds, and (iii) limitations on earning
arbitrage, including the payment of arbitrage rebate to the federal government at various
intervals.

These Policies are intended to reflect best practices and to be revised periodically as NVTA's
financing plans and other circumstances warrant, including changes in federal tax law, and as
the municipal bond market and Internal Revenue Service enforcement each evolve.

The recommendation is approval in substantial form so as to allow additional consideration
and coordination related to the upcoming issuance of the Transportation Special Tax
Revenue Bonds, Series 2014.

Attachment: Policy 15 - Tax Exempt Bonds Post-Issuance Tax Compliance Policies and
Procedures

Coordination: Council of Counsels
Bond Counsel - McGuireWoods
Financial Advisor — Public Financial Management



NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

POLICY 15 - TAX-EXEMPT BONDS
POST-ISSUANCE TAX COMPLIANCE POLICIES AND PROCEDURES

DECEMBER __, 2014

Statement of Purpose

The Northern Virginia Transportation Authority ("NVTA") intends to issue bonds the interest on which is
excludable from gross income for federal income tax purposes (the "Tax-Exempt Bonds") to obtain funds to
finance portions or all of various transportation projects approved for financing by NVTA (the "Projects").
NVTA has adopted these policies and procedures (these "Policies") to assist in monitoring and maintaining
compliance with the provisions of the Internal Revenue Code of 1986, as amended (the "Internal Revenue
Code"), and the regulations of the U.S. Treasury promulgated thereunder (the "Treasury Regulations"),
applicable to the Tax-Exempt Bonds in order to preserve their tax-exempt status. Compliance with applicable
provisions of the Internal Revenue Code and the Treasury Regulations is an ongoing requirement and an
integral component of NVTA's financial policies and internal controls programs. These Policies specifically
cover (i) record retention, (ii) limitations on "private business use," including in particular the rules relating to
the taking of "remedial action" to preserve the status of an issue of Tax-Exempt Bonds, and (iii) limitations on
earning arbitrage, including the payment of arbitrage rebate to the federal government at various intervals (the
"Rebate Requirement").

These Policies require ongoing surveillance through, and sometimes beyond, the final maturity of the particular
issue of Tax-Exempt Bonds and may require consultation with Bond Counsel and/or the Council of Counsels
(hereinafter referred to collectively as "Counsel") long after the issue date of the issue.

These Policies are intended to reflect best practices, to be revised periodically as NVTA's financing plans and
other circumstances warrant, including changes in federal tax law, and as the municipal bond market and
Internal Revenue Service ("IRS") enforcement each evolve. Failure to conform to any element of these
Policies should in no way imply that NVTA is not in compliance with the provisions of the Internal Revenue
Code applicable to its Tax-Exempt Bonds. In addition, the CFO (defined below) is authorized, after
consultation with Counsel to allow deviations from strict compliance with these Policies to the extent
necessary to carry out the intent and purpose of these Policies and provided such deviations do not jeopardize
the tax-exempt status of any Tax-Exempt Bonds.

Unless otherwise defined, each capitalized term used in these Policies has the meaning set forth in the Master
Indenture of Trust dated as of December 1, 2014, as it may be amended or supplemented hereafter (the
"Indenture"), or in the Standard Project Agreement for Funding and Administration (the "SPA") between
NVTA and the Member Locality or other state, regional or local governmental project sponsor that will receive
proceeds of NVTA's Tax-Exempt Bonds (each a "Project Sponsor").

Background

NVTA is a political subdivision of the Commonwealth of Virginia created by and existing under Chapter 25,
Title 33.2, Code of Virginia of 1950, as amended (the "NVTA Act"). As provided by the NVTA Act, NVTA
embraces the Counties of Arlington, Fairfax, Loudoun, and Prince William, and the Cities of Alexandria,
Fairfax, Falls Church, Manassas, and Manassas Park (collectively, the "Member Localities"). Each Member
Locality is located within the boundaries of Planning District 8.

The NVTA Act provides, among other things, that NVTA (i) will prepare a regional transportation plan for
Planning District 8 that will include, but not necessarily be limited to, transportation improvements of regional
significance, and those improvements necessary or incidental thereto, and will from time to time revise and
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amend the plan and (ii) has the power to construct or acquire, by purchase, lease, contract, or otherwise, the
transportation facilities specified in the regional transportation plan when adopted.

The NVTA Act empowers NVTA to issue bonds and other evidences of indebtedness, including Tax-Exempt
Bonds, to finance transportation projects benefiting the Member Localities.

NVTA's Tax-Exempt Bonds are limited obligations of NVTA and payable solely from the revenues, moneys
and other property pledged by NVTA for such purpose, which principally consist of the Regional Revenues.

NVTA anticipates that its activities will be limited to funding transportation facilities ("Projects") to be
constructed and acquired by the Project Sponsors. NVTA is not expected to own, lease, control (except via
contract), operate or maintain any of the Projects.

NVTA has developed the SPA to formalize the terms under which an approved Project will receive funding.
Each SPA will be executed by NVTA and the applicable Project Sponsor with respect to each Project.

The SPA provides that the Project Sponsor receives funding on a reimbursement basis, and memorializes the
Project budget and cash flow timing. The SPA also obligates the Project Sponsor to comply with the applicable
requirements of the Virginia Code and federal law and to provide information to NVTA so that NVTA can
monitor compliance by the Project Sponsor with applicable law. Each SPA for a Project that is expected to
receive proceeds of Tax-Exempt Bonds also contains covenants with which the Project Sponsor must comply
to help NVTA preserve the excludability of interest on such Tax-Exempt Bonds.

Responsible Officer and Review and Update of Policies

NVTA’s Chief Financial Officer (the "CFO") shall be the individual responsible for overseeing tax compliance
with regard to the NVTA's Tax-Exempt Bonds. The CFO may delegate responsibilities to such individuals as
he or she deems appropriate (each such designee, is a "Tax Compliance Designee"). The CFO, with the
assistance from the Tax Compliance Designees, shall be responsible for ensuring an adequate succession plan
for transferring tax compliance responsibilities when changes in staff occur.

The CFO shall use these Policies, together with other procedures applicable to her or his area of responsibility,
to timely identify and elevate the resolution of potential or actual tax law violations relating to NVTA’s
outstanding Tax-Exempt Bonds.

The CFO is to review and update these Policies and the associated systems in consultation with the Counsel
before each issuance by NVTA of Tax-Exempt Bonds and otherwise on a periodic basis (at least annually).

Annual Questionnaires

One of the primary sources of the information necessary to monitor the use of the proceeds of the Tax-Exempt
Bonds and the property financed and refinanced therewith will be generated pursuant to the questionnaire
attached hereto as Appendix A (the "Annual Project Sponsor Questionnaire"). Not less than 30 days after the
end of each of NVTA's fiscal years during the Term of an issue of Tax-Exempt Bonds (as defined below), the
CFO will receive a completed Annual Project Sponsor Questionnaire from each Project Sponsor of a Project
financed in whole or in part with the issue. The CFO will retain the completed Annual Project Sponsor
Questionnaires in accordance with the Records Retention requirements of these Policies.

Not less than 60 days after the end of each of NVTA's fiscal years during the Term of an issue of Tax-Exempt

Bonds, the CFO will complete the Annual CFO Questionnaire with respect to each issue of the Tax-Exempt
Bonds. The form of the Annual CFO Questionnaire is set forth in Appendix B. The CFO will retain the
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completed Annual CFO Questionnaires in accordance with the Records Retention requirements of these
Policies.

The "Term of an issue of Tax-Exempt Bonds" means the term to final maturity or, if earlier, the final
redemption of an issue of NVTA's Tax-Exempt Bonds, or any Tax-Exempt Bonds issued to refund such issue
in whole or in part.

Records Retention

The CFO is to coordinate procedures for record retention and review of such records as more fully described
herein and shall be familiar with IRS Forms of the 8038 series, and relevant provisions of the Internal Revenue
Code and the Treasury Regulations, including but not limited to Treasury Regulations Sections 1 141-2,1.141-
3,1.141-12, and 1.148-1 through 1.150-2. Specific records relating to tax compliance to be retained are more
fully described in Appendix C.

Electronic media will be the preferred method for storage of all documents and other records maintained by
NVTA in connection with tax compliance. Document maintenance requirements may change over time, and
the CFO shall consult with Counsel to update its records retention policy so as to facilitate continuing
compliance with the provisions of the Internal Revenue Code applicable to NVTA's Tax-Exempt Bonds.

Commonwealth of Virginia statutes also address record retention requirements (the "Virginia Record
Retention Requirements"). This Post-Issuance Compliance Procedure is not intended to conflict with the
Virginia Record Retention Requirements. It is NVTA's policy and intention to comply fully with both the
federal requirements applicable to Tax Exempt Bonds and the Virginia Record Retention Requirements.

Private Business Use-Change in Use and Remedial Action
Private Business Use Generally

Tax-Exempt Bonds may lose their tax status if they meet (1) (a) the private business use test in Section 141(b)(1)
of the Internal Revenue Code, and (b) the private security or payment test in Section 141(b)(2) of the Internal
Revenue Code, or (2) the private loan financing test in Section 141(c) of the Internal Revenue Code. The
private business use test relates to the use of the proceeds of an issue and the test is met if more than the lesser
of (1) $15,000,000 and (2) 10%" of the proceeds of an issue meet the private business use test. Generally,
private business use arises if proceeds of an issue are used by persons or entities other than state or local
governmental entities ("Nongovernmental Entities") in a trade or business ("Private Business Use"). It is
necessary to look to direct and indirect uses as well as actual and beneficial uses. In most cases, Private
Business Use arises if a Nongovernmental Entity has special legal entitlements with respect to financed

property.

Private payments include revenues derived, directly or indirectly, with respect to property used or to be used
for a Private Business Use. Private security takes into account the payment of debt service on an issue that is
directly or indirectly secured by any interest in property used or to be used for a Private Business Use.

For purposes of the private security or payment test, generally applicable taxes are not taken into account (that
is, are not payments from a Nongovernmental Entity and are not payments in respect of property used for a
private business use). Under current law, a generally applicable tax is an enforced contribution exacted
pursuant to legislative authority in the exercise of the taxing power that is imposed and collected for the
purpose of raising revenue to be used for governmental or public purposes. A generally applicable tax must

| The 10% limitation is reduced to 5% with respect to Private Business Use that is either unrelated to governmental uses of
proceeds of the same issue, or disproportionate to related governmental uses of proceeds of such issue.
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have a uniform tax rate that is applied to all persons of the same classification in the appropriate jurisdiction
and a generally applicable manner of determination and collection.

The Regional Revenues pledged to secure and pay the Bonds are the receipts from additional retail sales and
use taxes, a regional congestion relief fee and transient occupancy taxes levied by the General Assembly of
Virginia in the Member Localities, credited to the Northern Virginia Transportation Authority Fund (the
"NVTA Fund"), and appropriated by the General Assembly from the NVTA Fund to NVTA for credit to the
Revenue Fund established under the Indenture, net of the 30 percent transferred to the Member Localities as
provided under the NVTA Act. It is anticipated that in each federal tax certificate and compliance agreement
("Tax Certificate") executed for a series of Tax-Exempt Bonds, NVTA will be able to represent, in consultation
with Counsel, that the Regional Revenues will be derived from generally applicable taxes.

The Projects are expected to be either non-revenue-producing, such as freeway improvements, or Projects the
revenues from which inure to the benefit of the Project Sponsors or other governmental units, such as WMATA
or the Virginia Railway Express. Neither the Member Localities nor any of the other Project Sponsors are
expected to be "related persons” to NVTA for federal tax purposes.

Notwithstanding that it is anticipated that most of NVTA's issuances of Tax-Exempt Bonds will have no
private security or payments, the SPA for a Tax-Exempt Bond-Financed Project will require the Project
Sponsor to limit the amount of Private Business Use of such Project. NVTA is doing this (i) out of an
abundance of caution and (ii) because most of the Member Localities and other Project Sponsors are subject
to similar requirements for each of their bond-financed capital projects. Many of the questions on the Project
Sponsor Questionnaire relate to compliance with the Private Business Use restrictions.

Private Business Use and Private Payments are described more fully in Appendix D attached hereto. In
addition to Appendix D, the Tax Compliance Designee shall refer to the Tax Certificate executed for a
particular issue of Tax-Exempt Bonds and the related SPAs for purposes of ascertaining the application of the
private business tests and the private loan financing test to such issue of Tax-Exempt Bonds and unique
circumstances that may be applicable to the issue. The Tax Compliance Designee shall also consult with
Counsel as appropriate for clarification and guidance with respect to the application of such tests.

The following are specific NVTA policies with respect to addressing Private Business Use:

e Structuring of Arrangements to Avoid Private Business Use or Private Payments. It is the
policy of NVTA that, to the extent consistent with the governmental objectives of NVTA, any
potential arrangement that might result in Private Business Use of bond financed property shall be
structured by NVTA and the Project Sponsors so as to avoid or minimize Private Business Use or
Private Payments.

e Use Short-Term Use Exception to Private Business Use. For recurring arrangements that have the
potential to result in Private Business Use (e.g., periodic uses of meeting rooms by community
members), it is the general policy of NVTA to work with the Project Sponsors to structure such
arrangements to satisfy a Short-Term Use Exception to Private Business Use (defined in Appendix
D).

e Allocating Equity to Project Components with Private Business Use or Private Payments. It
is the general policy of NVTA that to the extent an arrangement that might result in Private
Business Use cannot be structured so as to avoid Private Business Use or Private Payments,
where reasonably possible, NVTA will finance the subject property on a PayGo basis or with
taxable debt. The allocations of PayGo funds and taxable debt proceeds shall be evidenced in the
Final Allocation described below if the Project was financed in part by Tax-Exempt Bonds.
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o Allocation of Bond Proceeds to Assets Financed. For each issue of Tax-Exempt Bonds, NVTA
shall require the related Project Sponsors to produce and maintain records establishing costs
financed. Guidelines for allocating proceeds to expenditures/costs are set forth in Treasury
Regulations Sections 1.141-6 and 1.1486. Generally, NVTA may use any reasonable, consistently
applied accounting method to account for gross proceeds, investments, and expenditures of an
issue. Such information and allocations shall be evidenced in the Final Allocation described
below.

e Final Allocations. For each issue of Tax-Exempt Bonds, the CFO must prepare a written account of
the allocation of proceeds to expenditures not later than 12 months after the last date an
expenditure is paid with the proceeds of the issue but in no event later than the date 60 days after
the fifth anniversary of the respective issue date or the date 60 days after the retirement of the
issue, if earlier. Such written account is referred toin these Policies as the "Final Allocation.” NVTA acknowledges
that, in the absence of records to establish an accounting method for an issue and the allocation of
proceeds of an issue, the specific tracing method applies.

e Quantifying Private Business Use and Periodic Review. NVTA will monitor compliance with the
private business tests and the private loan financing tests and develop and maintain a log with
respect to each issue of Tax-Exempt Bonds, and periodically (e.g., annually), set forth the amount
of proceeds of such issue allocable to each separate facility financed by NVTA, and the amount
of proceeds of such issue attributable to Private Business Use. The primary tool for monitoring
compliance with this Policy will be the Annual Project Sponsor Questionnaire.

o Dispositions. It is the policy of NVTA that all dispositions of assets financed with Tax-Exempt Bonds
are to be addressed in a manner that does not jeopardize the tax-exempt status of NVTA's Tax-Exempt
Bonds.

Change in Use and Remedial Action

Even though NVTA reasonably expects on the issue date of each issue of Tax- Exempt Bonds to satisfy all
applicable federal tax requirements relating to such bonds for so long as the bonds remain outstanding, post-
issuance events can occur that jeopardize compliance with these requirements. "Change in use” generally
relates to Private Business Use considerations and generally means a change in the use of proceeds of an issue
of State or local bonds from the use for which those proceeds were used, or expected to be used, as of the date
of issue. Change in use transactions that may affect the status of Tax-Exempt Bonds often include the sale,
transfer, or lease of property financed with bond proceeds to another entity (often the other entity is a for-
profit entity). Such transactions may be entered into out of necessity or without an understanding that it may
be contrary to the private business tests. As an arbitrage example, NVTA may inadvertently violate an
applicable yield restriction requirement with respect to an issue of Tax-Exempt bonds.

Arbitrage and Rebate

Section 148 of the Internal Revenue Code, the regulations promulgated thereunder and pronouncements
relating thereto (the "Arbitrage Rules") are intended to ensure that issuers of Tax-Exempt Bonds, such as
NVTA, issue Tax-Exempt Bonds for the primary purpose of financing property needed by NVTA to carry out
its governmental purposes, and not for the purpose of exploiting the difference between the interest cost to
NVTA on the Tax-Exempt Bonds and the yield on higher yielding taxable obligations. Section 148(f) of the
Internal Revenue Code, which sets forth the "Rebate Requirement," requires that an amount equal to the sum
of (i) the excess of the aggregate amount earned on all investments over the amount that would have been
earned if such investments had a yield equal to the yield with respect to the respective Tax-Exempt Bonds,
plus (ii) any income attributable to the excess described in (i), be paid to the United States Treasury.
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Compliance with the Arbitrage Rules is required on a continuing basis and primarily involves ensuring that
proceeds of Tax-Exempt Bonds are invested in accordance with the applicable yield limitations, and rebating
certain investment earnings to the United States Treasury, unless an exception to the Rebate Requirement can
be satisfied.

In furtherance of complying with the Arbitrage Rules, the CFO shall oversee the undertaking of the actions
set forth in Appendix E.

Post-issuance Credit Enhancement Transactions. Prior to engaging in any post-issuance credit
enhancement transactions (e.g., bond insurance, letter of credit) or hedging transactions (e.g., interest rate
swaps, caps), the CFO is to consult with Counsel.

Refunding Bonds. In the case of refunding bonds, the CFO should coordinate with NVTA's financial
advisor, Counsel, the bond trustee or escrow agent to arrange for the purchase of the refunding escrow
securities, and should obtain a computation of the yield on such escrow securities from NVTA's outside
arbitrage rebate specialist.

Voluntary Compliance Agreement Program

If NVTA does not stay within the limitations of the private business tests, the private loan financing tests, or
the arbitrage requirements described herein, the CFO shall work with Counsel to take appropriate steps to
preserve the tax-exempt status of the respective Tax-Exempt Bond issue, including taking appropriate
"remedial action” pursuant to Treasury Regulations Section 1.141-12. Remedial action for this purpose may
consist of the redemption or defeasance of bonds and/or the investment/expenditure of amounts received as a
result of the sale of bond financed property in other qualified approved project financings of NVTA. NVTA
may also be able to take corrective action under the Voluntary Compliance Agreement Program of the IRS
(commonly referred to as VCAP). Counsel is available to provide guidance as to the implementation of such
action. The CFO shall maintain copies of the documentation with respect to any remedial actions taken.

Reissuance

Generally, a reissuance occurs when there are significant changes to the terms of a Tax-Exempt Bond so that
the bond ceases to be the same bond for federal tax purposes. A reissuance is a deemed exchange of the
modified bond for the original bond for federal income tax purposes. The reissuance rules apply to all Tax-
Exempt Bonds, from a large bond issue, a loan from Virginia Resources Authority, a small lease entered into
to purchase equipment and to a note held by a local bank.

The CFO is to (i) identify and consult with Counsel regarding any post-issuance change to any terms of an
issue of Tax-Exempt Bonds, (ii) request Counsel to determine whether such potential change would cause the
issue to be treated as "reissued" for federal income tax purposes, and (iii) take such action as may be required
to the preserve the tax-exempt status of the issue.

Training Policy

NVTA personnel are to periodically obtain training with regard to the record retention, private business use,
arbitrage and rebate issues addressed by these Policies. The training shall include a review of NVTA's recent
compliance initiatives, discussions relating to restrictions on the use of proceeds of Tax-Exempt Bonds,
arbitrage requirements and recent developments with respect to Tax-Exempt Bonds. Training is especially
warranted in the event of changes in law or changes in NVTA staft.



Additional Resources

Additional resources available to NVTA include the following, accessible on the internet.

Description
IRS Form 13907
IRS Form 14246
IRS Form 14429
IRS Publication 3755
IRS Publication 4079

http://www irs.gov/taxexemptbond

Approved by the Finance Committee: (Date)

Tax-Exempt Bond Financings Compliance Check
Questionnaire

Advance Refunding Bonds Compliance Check
Questionnaire

Tax-Exempt Bond Voluntary Closing Agreement
Program Request

Addresses filing requirements applicable to tax-
exempt bonds (e.g., 8038-G and 8038-T)
IRSTax-Exempt Governmental Bonds Compliance
Guide

IRS website providing Information for the Tax
Exempt Bond Community

Approved by Northern Virginia Transportation Authority: (Date)
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APPENDIX A
ANNUAL PROJECT SPONSOR QUESTIONNAIRE
The ("Project Sponsor") is the "Recipient Entity" under the Standard Project

Agreement for Funding and Administration dated \ (the "SPA") between the Northern
Virginia Transportation Authority ("NVTA") and the Project Sponsor.

Unless otherwise defined, each capitalized term used in this Annual Project Sponsor Questionnaire
(this "Questionnaire") has the meaning set forth in the SPA.

Under the SPA, the Project Sponsor is to receive a portion of the proceeds (the "NVTA Bond
Proceeds") of NVTA's Bonds, Series (the "NVTA Bonds"), to assist the Project Sponsor in
the financing, in whole or in part, of NVTA Project Number , which is described on Appendix A
to the SPA (the "Project").

The undersigned acknowledges that this Questionnaire is designed to document and evidence the
Project Sponsor's compliance with provisions of the SPA, including but not limited to the Project Sponsor's
agreement to comply with the tax covenants attached to the SPA. The tax covenants are designed to preserve
the tax-exempt status of the NVTA Bonds.

1. Has the undersigned been duly authorized by the governing body of the Project Sponsor to
complete and submit this Questionnaire?

Yes No
2. Is the description of the Project set forth on Appendix A to the SPA still accurate in all material
respects?
Yes No___
If "No," please attach an explanation.
3) Has the Project been completed?
Yes No__
If "Yes," please provide the date of final completion:
If "No," please provide the expected final completion date:
4. If the Project has been completed, has the final allocation of the NVTA Bond Proceeds and

other funds to the expenditures for the Project been completed?

Yes No

If "Yes," please attach a copy of the final allocation.

If "No," please provide the date that the final allocation will be provided . [Note
that these Policies require a final allocation for the Bonds not later than 12 months after the final completion of
all of the financed Projects.]
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5. If the Project has not been completed, are the Project Budget and Cash Flow projections
attached as Appendix B to the SPA still accurate?

Yes No N/A

If "No," please attach an update to Appendix B to the SPA.
6. Is the Project owned by the Project Sponsor for federal tax purposes?

Yes No

If "No," please attach an explanation.
7. Are there any lease arrangements that may result in Private Business Use of the Project?

Yes No

If "Yes," please attach an explanation.

8. Are there any management or service contracts that may result in Private Business Use of all
or any portion or function of the Project?

Yes No

If "Yes," please attach an explanation and provide a copy of any such contract.

9. Enter the percentage of the portion of the Project financed by NVTA Bond Proceeds that is
used in a Private Business Use by a Nongovernmental Entity.

%o

10. Has there been any sale or disposition of any of the Project to a Nongovernmental Entity since
the NVTA Bonds were issued?

Yes No

If "Yes," please attach an explanation.

11. Has the Project Sponsor used any of the NVTA Bond Proceeds directly or indirectly to make
or finance loans to Nongovernmental Entities?

Yes No

If "Yes," please attach an explanation.

12. Has the Project Sponsor requisitioned or spent any of the NVTA Bond Proceeds for any Project
Cost not constituting a Capital Expenditure?

Yes No

If "Yes," please attach an explanation.
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13. Has or will the Project Sponsor have any funds that are restricted, segregated, legally required
or otherwise intended to be used, directly or indirectly, for the purposes for which the Project Sponsor is
receiving NVTA Bond Proceeds, other than those funds reflected on Appendix B to the SPA?

Yes No

If "Yes," please attach an explanation.

14. Have all NVTA Bond Proceeds requisitions by the Project Sponsor been (i) remitted directly
by NVTA to the Project contractors/vendors or applied to reimburse the Project Sponsor for its funds that have
been so remitted as (i) paid to the contractors/vendors within five banking days after the date on which NVTA
advances the amount of the requisition?

Yes No

If "No," please attach an explanation. Please note that Appendix D of the SPA provides that
NVTA may request detailed information about the investment of any NVTA Bond Proceeds not remitted or
paid as described in this Question 14.

15. Is any portion of the Project NOT intended to be available or in fact is NOT reasonably
available for General Public Use?

Yes No

If "Yes," please attach an explanation.

16. Other than as may be described above or in any attachment to this Questionnaire, is the Project
Sponsor in default of any of its obligations under the SPA?

Yes No

If "Yes," please attach an explanation.

Date:

Authorized Representative



10.

11.

12.

13.

14.

15.

ANNUAL CFO QUESTIONNAIRE
Part I - General

Name of Bond Issue:

Issue Date:

Original Principal Amount: $
Issue Price: §

Fiscal Year: ("FY")

Part II — Proceeds
Amount of bonds retired before and during the FY: §
Amount of bonds legally defeased before and during the FY: $
Total proceeds of issue: $
Gross proceeds in reserve funds: $
Capitalized interest from proceeds: $
Proceeds in refunding escrows: $
Issuance costs from proceeds: $
Credit enhancement from proceeds: $
Working capital expenditures from proceeds: $
Capital expenditures from proceeds: $
Other spent proceeds: $
Other unspent proceeds: $
Date of completion of all Projects financed by bonds:
Were the bonds issued as part of a current refunding issue?

Yes No

Were the bonds issued as part of an advance refunding issue?
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16.

17.

18.

Yes No

Has the final allocation of proceeds been made?

Yes No____

Does NVTA maintain adequate books and records to support the final allocation of
proceeds?

Yes No

Have all Annual Project Sponsor Questionnaires for Projects financed by the Bonds been
completed and submitted in a timely manner?

Yes No

If "No," please attach an explanation.

Part III - Arbitrage

Has the issuer filed Form 8038-T, Arbitrage Rebate, Yield Reduction and Penalty in Lieu of
Arbitrage Rebate?
Yes No

If "No," to question 1, did the following apply?

a. Rebate not due yet?
Yes No
b. Exception to rebate?
Yes No
C. No rebate due?
Yes No
d. If "Yes" to question 2c, what date was the rebate computation was performed?

Is the bond issue a variable rate issue?

Yes No

a. Has the organization or the governmental issuer entered into a qualified hedge with
respect to the bond issue?

Yes No

b. Name of provider:
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C; Term of hedge:

d. Was the hedge superintegrated?
Yes No__
e. Was the hedge terminated?
Yes No_
5. a. Were gross proceeds invested in a guaranteed investment contract (GIC)?
Yes No_ __
b. Name of provider:
G Term of GIC:
d. Was the regulatory safe harbor for establishing the fair market value of the GIC
satisfied?
Yes No__
6. Were any gross proceeds invested beyond an available temporary period?
Yes No

Part IV - Miscellaneous

1. Have the Policies been reviewed during the FY and, if necessary or desirable, updated or
amended?
Yes No__
2. [Reserved]
3. [Reserved]

Date:

Chief Financial Officer, Northern
Virginia Transportation Authority
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APPENDIX C

RETENTION OF RECORDS

Retention of Records. NVTA is to retain the following documentation (the "Records"):

(a)

(b)

©

(d)

(e)

All legal and accounting documents relating to proceeds of the Tax-Exempt Bonds, including opinions
of counsel and the tax certificate with respect to each issue of Tax- Exempt Bonds.

Expenditure of proceeds of Tax-Exempt Bonds as described below.

@

(i1)
(iii)

@iv)

)

(vi)
(vii)

Documents evidencing the expenditure of the proceeds of the Tax- Exempt Bonds and
investment earnings thereon and the specific assets financed with such proceeds, including
projected draw schedules and invoices (e.g., records with respect to the bond accounts and
funds);

Documents setting forth all funds and accounts relating to the Tax- Exempt Bonds;
Documents pertaining to the investment of the proceeds of the Tax- Exempt Bonds (e.g.,
records with respect to the bond accounts and funds), including the purchase and sale of

securities, guaranteed investment contracts, and swap/hedge transactions;

With respect to all investments acquired in any fund or account in connection with the Tax-
Exempt Bonds, the specific information set forth under the heading "Arbitrage and Rebate"
herein;

The Annual Project Sponsor Questionnaires;
Each of the requisitions submitted under the SPA; and

Each of the Annual CFO Questionnaires.

Documents evidencing any allocations with respect to the proceeds of the Tax-Exempt Bonds,
including the Final Allocation described in the Policies;

[Should be submitted by the Project Sponsors and retained by NVTA] Documents evidencing the use
and ownership of the bond financed property, including contracts for the use of such property, and
documents evidencing the sale or other disposition of the bond financed property; and

Copies of the documentation with respect to any remedial actions.

Required Retention Periods. NVTA will retain the Records until the date that is six years after the complete

retirement of the related issue of Tax-Exempt Bonds and any Tax-Exempt Bonds issued to refund such issue
in whole or in part.

Form of Records. NVTA will keep all records in a manner that ensures complete access thereto for the

applicable above described period either in hard copy or electronic format. If the records are kept in electronic
format, compliance is necessary with the requirements of Revenue Procedure 97-22, 1997-1 C.B. 652 (or
subsequent guidance provided by the Internal Revenue Service), which provides guidance for maintaining
books and records by using an electronic storage system that either images their hardcopy books and records
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or transfers their computerized books and records to an electronic storage media (e.g., an electronic data
compression system).
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APPENDIX D
DEFINITIONS OF PRIVATE PAYMENTS AND PRIVATE BUSINESS USE

Definition of Private Payments. For purposes of these Policies, "Private Payments" means payments
derived, directly or indirectly, in respect of property used or to be used for Private Business Use. As an
example, if there is Private Business Use with regard to a facility of NVTA as a result of a non-complying
management contract and NVTA customers make payments with respect to such facility, such payments may
be treated as Private Payments.

Definition of Private Business Use. For purposes of these Policies, the term "Private Business Use"
means any activity that constitutes a trade or business that is carried on by persons or entities other than state
or local governmental entities ("Nongovernmental Entities"). State or local governmental entities are referred
to herein as "Governmental Entity." The United States of America is not treated as a Governmental Entity.
Any activity carried on by a Person other than a natural person is treated as a trade or business. Any asset
financed with Tax- Exempt Bonds not owned by a Governmental Entity will be considered to be used in a
Private Business Use.

In most cases, Private Business Use will occur only if a Nongovernmental Entity has a special legal entitlement
to use the bond financed property. Such a special legal entitlement includes ownership or actual or beneficial
use pursuant to a lease, management, service or incentive payment contract, output contract, research
agreement or similar arrangement. Private Business Use may also be established solely on the basis of a
special economic benefit to one or more Nongovernmental Entities.

Management and Service Contracts. With respect to management and service contracts, the determination
of whether a particular contract results in Private Business Use shall be based on the application of the Code
and Treasury Regulations, including particularly Revenue Procedure 97-13, 1997-1 C.B. 632, as amended by
Revenue Procedure 2001-39, 2001-2 C.B. 39 ("Revenue Procedure 97-13"). A summary of such Revenue
Procedures is set forth in Appendix F to the these Policies and a summary is set forth in a separate
Memorandum to Clients for Tax-Exempt Financing Modified Rules Relating to Management Contracts
provided to NVTA by Bond Counsel and is typically attached to the Tax Certificate executed in connection
with each issue of Tax-Exempt Bonds. Such management and service contracts include, but are not limited
to, operating agreements, construction management agreements, business services agreements, technical
consulting services agreements and other similar agreements. Further, for purposes of determining the nature
of a Private Business Use, any management or service contract that is properly characterized as a lease for
federal income tax purposes is treated as a lease. Consequently, any such agreements, even though referred to
as a management or service contract may nevertheless be treated as a lease. In determining whether a
management or service contract is properly characterized as a lease, it is necessary to consider all of the facts
and circumstances, including the following factors: (i) the degree of control over the property that is exercised
by a Nongovernmental Entity; and (ii) whether a Nongovernmental Entity bears risk of loss of the financed or
refinanced property.

Short-Term Use Exception. Arrangements fitting within either of the following two exceptions will not
result in Private Business Use.

e Use Pursuant to Generally Applicable and Uniformly Applied Rates. Use pursuant to an
arrangement will not result in Private Business Use if (A) the arrangement does not transfer ownership
of the property to a Nongovernmental Entity, (B) the term of the use under the arrangement, including
all renewal options, is not longer than 100 days, and (C) compensation under the arrangement is based
on generally applicable and uniformly applied rates.
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e Use Pursuant to Negotiated Arm's Lengths Arrangements. Use pursuant to an arrangement will
not result in Private Business Use if (A) the arrangement does not transfer ownership of the property
to a Nongovernmental Entity, (B) the term of the use under the arrangement, including all renewal
options, is not longer than 50 days, and (C) the arrangement is a negotiated arm's-length arrangement
and compensation under the arrangement is at fair market value.

Construction Contracts and Other Purchases of Capital Assets. A contract with a Nongovernmental
Entity to construct capital assets or to sell capital assets to NVTA does not generally result in Private Business
Use unless additional services are being provided by the Nongovernmental Entity in connection with such
contract, e.g., construction management or consulting services. Such services with respect to bond financed
property must be analyzed for Private Business Use under Revenue Procedure 97-13. Public-private
partnerships should be carefully analyzed for this purpose.

Materials and Commodity Supply Contracts. A contract or purchase order for materials, commodities,
inventory or other supplies from a Nongovernmental Entity does not generally result in Private Business Use
unless there are additional services being provided by the Nongovernmental Entity in connection with the
contracts, e.g., consulting services. Such service arrangements with respect to bond financed property must
be analyzed for Private Business Use under Revenue Procedure 97-13. Public-private partnerships should be
carefully analyzed for this purpose.

Ownership of bond financed property. If bond financed property is owned by a Nongovernmental Entity,
such ownership will be considered Private Business Use of the asset for purposes of the Private Business Use
rules.

Leases of bond financed property. All leases of bond financed property to a Nongovernmental Entity
constitute Private Business Use of such property unless an exception for short term use is satisfied.

Non-possessory Incidental Use. Any non-possessory incidental use such as vending machines, bank
machines and similar uses may be excluded from the Private Business Use rules to the extent of 2.5% of an
issue of Tax-Exempt Bonds. Such use of bond financed property shall be tracked by Tax Compliance
Designee.

Special Priority Rights or Special Economic Benefits. A contract which conveys special priority rights
or special economic benefits in bond financed property to a Nongovernmental Entity may create Private
Business Use. In determining whether special economic benefit gives rise to Private Business Use of bond
financed property, it is necessary to consider all of the facts and circumstances, including one or more of the
following factors: (a) whether the bond financed property is functionally related or physically proximate to
property used in the trade or business of a Nongovernmental Entity; (b) whether only a small number of
Nongovernmental Entities receive the economic benefit; and (c) whether the cost of the bond financed property
is treated as depreciable by the Nongovernmental Entity. Such arrangements with respect to bond financed
property must be reviewed by bond counsel.

Contract Logs. For each of the items listed in the Contract Logs, records shall be maintained setting forth
(i) the issue or issues of Tax-Exempt Bonds that financed property used in connection with such arrangement,
(ii) the amount of proceeds of such issue allocable to such property, and (iii) the amount of payments, if any,
expected with respect to such arrangement, net of the incremental costs incurred by NVTA to operate and
maintain the facility as a result of such arrangement. [Should be compiled by the Project Sponsor, but retained
by NVTA]
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APPENDIX E

ARBITRAGE AND REBATE

The CFO of NVTA shall oversee the undertaking of the following actions.

Refer to the Tax Certificate executed for a particular issue of Tax-Exempt Bonds for purposes of
ascertaining the application of the Arbitrage Rules to such issue of Tax-Exempt Bonds.

Consult with Counsel as appropriate for clarification and guidance with respect to application of
the Arbitrage Rules.

Review these Policies with Counsel periodically (at least annually) and refine and update the
procedures as needed.

Ensure that adequate records are established and maintained to set forth the date, amount and
nature of each expenditure of the Bond Proceeds of each issue of Tax-Exempt Bonds and
investment earnings thereon. Specifically, records of the following are to be established and
maintain for each investment of Bond Proceeds: (i) the purchase date, (ii) the purchase price,
(iii) information establishing that the purchase price is the fair market value as of such date (e.g.,
the published quoted bid by a dealer in such an investment on the date of purchase), (iv) any accrued
interest paid, (v) the face amount, (vi) the coupon rate, (vii) periodicity of interest payments, (viii)
disposition price, (ix) any accrued interest received, and (x) disposition date.

For each issue of fixed rate Tax-Exempt Bonds, if any, obtain a computation of the yield on such
issue from NVTA's financial advisor, and obtain from Counsel the Tax Certificate and a listing of
all arbitrage yield restrictions attributable to Bond Proceeds or amounts treated as Bond Proceeds
of each such issue. The tax certificate will typically contain the information described in the
preceding sentence.

For each issue of variable rate Tax-Exempt Bonds, obtain from bond counsel the Tax Certificate
and a listing of all arbitrage yield restrictions attributable to Bond Proceeds or amounts treated as
Bond Proceeds of each such issue.

Maintain with respect to each issue of Tax-Exempt Bonds a schedule setting forth the latest date
the Bond Proceeds of each issue may be invested at an unrestricted yield;

The benchmarks that must be satisfied in order to meet exceptions to the arbitrage rebate
requirements (a general description of the rebate exceptions is set forth in Appendix F attached
hereto); and

The dates on which any arbitrage rebate computations are required to be completed and arbitrage
rebate is required to be paid to the United States Treasury.

Monitoring the expenditure of Bond Proceeds and any investment earnings, which monitoring
shall include obtaining and reviewing monthly reports of the expenditure and investment of
proceeds of each issue of Tax-Exempt Bonds.

Maintain a procedure for the allocation of proceeds of each issue of Tax-Exempt Bonds and
investment earnings to expenditures, including the reimbursement of pre- issuance expenditures.



Consult with and seek the assistance of NVTA's financial advisor as needed to comply with and
memorialize compliance with the requirements set forth in these Policies.

Engage a firm with expertise in the area of arbitrage rebate compliance (the "Rebate Consultant")
with respect Tax-Exempt Bonds to arrange, as necessary, for the monitoring of Bond Proceeds
expenditure for compliance with various expenditure exceptions (described in Appendix F) and
timely computation of arbitrage rebate or arbitrage yield reduction liability.

If rebate or a yield reduction payment is due to the IRS, arrange for the timely filing of Form 8038-
T and the payment of such rebate liability.



APPENDIX F
REBATE EXCEPTIONS
Bona Fide Debt Service Fund Exceptions

Amounts earned on money in a bona fide debt service fund shall not be taken into account for a bond year
for purposes of complying with the Rebate Requirement. For purposes of complying with the Rebate
Requirement with respect to issues other than as described in the preceding sentence, amounts earned on
money in a bona fide debt service Fund shall not be taken into account for a Bond Year if the gross earnings
thereon are less than $100,000; an issue with an average annual debt service not in excess of $2,500,000
may be treated as satisfying this $100,000 limitation. A bona fide debt service fund is defined as a fund
that (a) is used primarily to achieve a proper matching of revenues with principal and interest payments
within each bond year, and (b) is depleted at least once each bond year, except for a reasonable carryover
amount not to exceed the greater of the earnings on the fund for the immediately preceding bond year or
one-twelfth of the principal and interest payments on the issue for the immediately preceding bond year.

Expenditure Exceptions

The "Six-Month Exception” to rebate is set forth in subsection (a) below and the "Eighteen-Month
Exception” to rebate is set forth in subsection (b) below. The "Two-Year Exception” to rebate, available
only with respect "to available construction proceeds," is set forth in subsections (c) and (d) below).

(a) Six-Month Exception.

(i) In General: The Six-Month Exception will be treated as having been satisfied if (A) all
"Gross Proceeds" of 'the Tax-Exempt Bonds are allocated to expenditures for the
governmental purposes of the Tax-Exempt Bonds no later than the date that is six months
after the date of issuance of the Tax-Exempt Bonds, and (B) the Rebate Requirement is
satisfied with respect to [ I ] other Gross Proceeds that arise after six months from the date
of issue but that are not reasonably anticipated to arise as of the date of issue, [2] repayment
of any grants made with proceeds of the Tax-Exempt Bonds, (3] sale or investment
proceeds on payments under a purpose investment and [4] amounts on deposit in a
reasonably required reserve or replacement fund, if any.

(i1) Gross Proceeds. For purposes of meeting clause (i) above, the term Gross Proceeds
excludes (A) amounts on deposit in the Debt Service Fund, (B) other Gross Proceeds that
arise after six months from the date of issue but that are not reasonably anticipated to arise
as of the date of issue, (C) repayment of any grants made with proceeds of the Tax-Exempt
Bonds, (D) sale or investment proceeds on payments under any purpose investment, and
(E) amounts on deposit (if any) in a reasonably required reserve or replacement fund, as
defined in Treasury Regulation Section 1.148-7(b)(5).

2 Gross Proceeds means proceeds and replacement proceeds, within the meaning of Treasury Regulation Section 1.1481
Under Section 1.148-1 of the Treasury Regulations, proceeds are amounts derived from the sale of the Tax Exempt Bonds,
investment earnings thereon and transferred proceeds of an issue. Under Section 1.148-1 of the Treasury Regulations,
amounts are replacement proceeds of an issue if the amounts have a sufficiently direct nexus to the issue or to the governmental
purpose of the issue to conclude that the amounts would have been used for that governmental purpose if the proceeds of
tte issue were not used or to be used for that governmental purpose. Replacement proceeds are more fully described in
Section 1.148-1(c) and include, but are not limited to, sinking funds, pledged funds, and "other replacement proceeds."
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(b)

(iii)

Additional Six Months for Non-Private Activity Bonds. The Six-Month Exception will
be treated as satisfied if, in addition to satisfying subparagraph (ii) of this subsection (a),
all Gross Proceeds of the Tax-Exempt Bonds are expended as provided in paragraph (i) of
this subsection (a) except for an amount of Gross Proceeds that does not exceed the lesser
of five percent (5%) of the proceeds of the Tax-Exempt Bonds and $100,000 and such
unexpended amount of Gross Proceeds is expended within one year from the date of
issuance of the Tax-Exempt Bonds.

Eighteen-Month Exception.

@)

(i)

(iii)

(iv)

In General. The Eighteen-Month Exception will be treated as having been satisfied if
(A) all Eighteen-Month Moneys (as defined in paragraph (ii) below) meet the Eighteen-
Month Test, (B) the Rebate Requirement is satisfied with respect to all Gross Proceeds of
the Tax-Exempt Bonds other than Eighteen-Month Moneys and amounts on deposit in a
bona fide debt service fund for the Tax-Exempt Bonds, and (C) all Eighteen-Month Moneys
qualify for the three (3) year temporary period set forth in Section 1.148-2(e)(2) of the
Treasury Regulations.

Eighteen-Month Moneys. For purposes of meeting paragraph (b)(iii) below, the term
"Eighteen-Month Moneys" means all Gross Proceeds of the Tax-Exempt Bonds other than
(A) amounts on deposit in a bona fide debt service fund, (B) Gross Proceeds of the Tax-
Exempt Bonds that arise after eighteen (18) months from the date of issue but are not
reasonably anticipated to arise as of the date of issue, (C) repayment of grants financed
with proceeds of the Tax-Exempt Bonds, (D) sale or investment proceeds derived from
payments under any purpose investment of the Tax-Exempt Bonds, and (E) any amounts
on deposit in a reasonably required reserve or replacement fund, as defined in Treasury
Regulation Section 1.148-7(b)(5). For purposes of complying with the first two spending
periods set forth in paragraph (b) (iii) below, above, the estimated amount of investment
earnings as of the issue date (based on reasonable expectations) are to be included in the
gross proceeds of the issue.

Eighteen-Month Test. To meet the Eighteen-Month Test, (A) at least fifteen percent
(15%) of the Eighteen-Month Moneys have been allocated to expenditures for the
governmental purposes of the Tax-Exempt Bonds within the six (6) month period
beginning on the date of issuance of the Tax-Exempt Bonds, (B) at least sixty percent (60%)
of the Eighteen-Month Moneys have been allocated to expenditures for the governmental
purposes of the Tax-Exempt Bonds within the one (1) year period beginning on the date of
issuance of the Tax-Exempt Bonds and (C) all of the Eighteen-Month Moneys have been
expended for the governmental purposes of the Tax-Exempt Bonds within the eighteen
(18) month period beginning on the date of issuance of the Tax-Exempt Bonds.

Reasonable Retainage. For purposes of paragraph (iii) of this subsection (b), an issue
will not fail to satisfy the spending requirement for the third spending period as a result of
a reasonable retainage if such amount is allocated to expenditures for the governmental
purposes of the Tax-Exempt Bonds within thirty (30) months from the date of issuance of
the Tax-Exempt Bonds. For purposes of this paragraph (iv), a reasonable retainage is an
amount retained for reasonable business purposes relating to the property financed with the
proceeds of the Tax-Exempt Bonds, e.g., a retention to ensure compliance with a
construction contract in circumstances in which the amount retained is not yet payable or
in which NVTA reasonably determines that a dispute exists regarding completion of



v)

payment, and shall not exceed five percent (5%) of the net sale proceeds of the Tax-Exempt
Bonds minus $100,000.

De Minimis Exception. Any failure to satisfy the final spending requirement of the
Eighteen-Month Exception is disregarded if NVTA exercises due diligence to complete the
project and the amount of the failure does not exceed the lesser of three percent (3%) of the
issue price of the Tax Exempt Bonds and $250,000.

(©) Two-Year Exception.

®

(i)

75 Percent Test. The Issuer reasonably expects as of the issue date of the Tax-Exempt
Bonds that at least seventy-five percent (75%) of the "available construction proceeds”
(defined below) of the Tax-Exempt Bonds will be allocated to construction expenditures
(including reconstruction and rehabilitation) with respect to property that is owned by a
governmental unit or an organization described in Section 501(c)(3) of the Code and exempt
from federal income tax under Section 501(a) of the Code.

Two Year Test. To meet the Two Year Exception, (A) at least ten percent ( 10%) of the
available construction proceeds of the Tax-Exempt Bonds have been allocated to
expenditures for the governmental purposes of the Tax-Exempt Bonds within the six
(6) month period beginning on the date of issuance of the Tax-Exempt Bonds, (B) at least
forty- five percent (45%) of the available construction proceeds have been allocated to
expenditures for the governmental purposes of the Tax-Exempt Bonds within the one
(1) year period beginning on the date of issuance of the Tax-Exempt Bonds, (C) at least
seventy-five percent (75%) of the available construction proceeds of the Tax-Exempt
Bonds have been allocated to expenditures for the governmental purposes of the Tax-
Exempt Bonds within the eighteen (18) month period beginning on the date of issuance of
the Tax-Exempt Bonds, and (D) all of the available construction proceeds of the Tax-
Exempt Bonds have been allocated to expenditures for the governmental purposes of the
Tax -Exempt Bonds within the two (2) year period beginning on the date of issuance of the
Tax-Exempt Bonds. For purposes of determining compliance with the first three spending
periods described above, the estimated amount of investment earnings as of the issue date
(based on reasonable expectations) are to be included in the gross proceeds of the issue.

(d) Available Construction Proceeds.

@)

In General. For purposes of subsection (c), the term "available construction proceeds"
means an amount equal to the issue price of the Tax-Exempt Bonds (or the portion thereof
at least seventy-five percent (75%) of the available construction proceeds of which are to
be used for the purposes described in paragraph (i) of subsection (c) above), plus investment
earnings on the Tax-Exempt Bonds or, where applicable, such portion thereof, plus
investment earnings on any reasonably required reserve or replacement fund not funded
from proceeds of the Tax-Exempt Bonds, plus investment earnings on all of the above
described investment earnings, minus the amount of the issue price of the Tax-Exempt
Bonds (or, where applicable, such portion thereof) deposited in the debt service reserve
fund (if any) or to be applied to pay costs of issuance of the Tax-Exempt Bonds (if any),
minus pre- issuance accrued interest. The term "available construction proceeds," however,
shall not include payments on any obligation acquired to carry out the governmental
purpose of the issue or the investment earnings thereon, and shall not include investment
earnings on amounts on deposit in a debt service reserve fund, if any, after the earlier of
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(i)

(iii)

two years from the date of issue or the date on which construction of the project is
substantially completed.

Reasonable Retainage. For purposes of paragraph (ii) of subsection (c), all of the
available construction proceeds of the Tax-Exempt Bonds shall be treated as expended for
the governmental purposes of the Tax-Exempt Bonds within two (2) years from the date of
issuance of the Tax-Exempt Bonds if all of such proceeds are expended for the
governmental purposes of the Tax-Exempt Bonds within three (3) years from the date of
issuance of the Tax-Exempt Bonds and such amounts would have been expended for such
purposes within two (2) years from the date of issuance of the Tax-Exempt Bonds but for
an amount that is retained for reasonable business purposes relating to property financed
with the proceeds of the Tax-Exempt Bonds and that amount retained does not exceed five
percent (5%) of the available construction proceeds of the Tax-Exempt Bonds as of the end
of the fourth (4th) spending period referred to in paragraph (ii) of subsection (c) above.
Reasonable retainage may include, for example, an amount retained to ensure compliance
with the terms of a construction contract in circumstances in which the amount retained is
not yet payable, or in which NVTA reasonably determines that a dispute exists regarding
either completion of construction or payment.

De Minimis Exception. Any failure to satisfy the final spending requirement of the Two-
Year Exception is disregarded if the Issuer exercises due diligence to complete the project
and the amount of the failure does not exceed the lesser of three percent (3%) of the issue
price of the Tax-Exempt Bonds and $250,000.
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II.

APPENDIX G
QUALIFIED MANAGEMENT CONTRACT GUIDELINES
Qualified Management Contracts and Guidelines.

Generally, a management or service contract that meets the requirements set forth below and that
does not give a service provider that is a Nongovernmental Entity (i.e., a person or entity other than
a state or local governmental entity) an ownership or leasehold interest in the Tax-Exempt Financed
Assets for federal income tax purposes and will not result in Private Business Use. The guidelines
set forth herein are referred to as the "Qualified Management Contract Guidelines," and a contract
that satisfies the guidelines is referred to herein as a "Qualified Management Contract."

Arrangements providing for exclusive use of bond financed property which is functionally related
and subordinate to performance of a management contract that satisfied the Qualified Management
Contract Guidelines will not give rise to private trade or business use. For example, use of a storage
area by a food service manager will not give rise to private trade or business use if the management
agreement satisfied the Qualified Management Contract Guidelines, the actual use of the space is
in furtherance of such management contract and the amount of the space is not in excess of the
service provider’s reasonable needs with respect to the management contract.

Permitted Compensation Arrangements.

To be a Qualified Management Contract, the compensation arrangement must conform to one of
the following permitted compensation arrangements described in this Part II and meet the
requirements in Part TII below. In addition, compensation must be reasonable and not based in
whole or in part on a share of the net profits from the operation of the facility. A table summarizing
the permitted compensation arrangements, maximum term and required cancellation notice is
attached.

Periodic Fixed Fee and/or Capitation Fee Contracts

A. 95% Periodic Fixed Fee. A contract will satisfy the Qualified Management Contract
Guidelines if:

@)) at least 95% of the compensation for services for each annual period is based on a
Periodic Fixed Fee (defined below), and

2) the term of the contract, including all renewal options by the Nongovernmental
Entity, is not longer than the lesser of fifteen years or eighty percent of the
reasonably expected economic life of the bond-financed property.

The contract may have a one-time incentive award during the term of the contract in which compensation
is automatically increased by a single, stated dollar amount when a gross revenue or expense (but not both)
target is reached.

B. 80% Periodic Fixed Fee. A contract will satisfy the Qualified Management Contract
Guidelines if:

e at least 80% of the compensation for services for each annual period is based on a
Periodic Fixed Fee, and

G-1



2) the term of the contract, including all renewal options by the Nongovernmental
Entity, is not longer than the lesser of ten years or eighty percent of the reasonably
expected economic life of the bond-financed property.'

The contract may have a one-time incentive award during the term of the contract in which compensation
is automatically increased by a single, stated dollar amount when a gross revenue or expense (but not both)
target is reached.

C. 50% Periodic Fixed Fee. A contract will satisfy the Qualified Management Contract
Guidelines if:

(D at least 50% of the compensation is based on a Periodic Fixed Fee,

2) the term of the contract, including all renewal options, is not longer than five years,
and

3) NVTA may terminate the contract on reasonable notice, without penalty or cause,

at the end of the third year of the contract.

Similarly, if all of the compensation under a management contract is based on Capitation Fee (defined
below) or a combination of a Capitation Fee and a Periodic Fixed Fee, the contract may be analyzed as if
at least 50% of the compensation were based on a Periodic Fixed Fee.

Periodic Fixed Fee Defined. A "Periodic Fixed Fee" means a stated dollar amount for services rendered
for a specified period of time.> The stated dollar amount may automatically increase in accordance with
specified objective external standards that are not linked to the output or efficiency of a facility. For
example, the Consumer Price Index and similar external indices that track increases in prices in an area or
increases in revenues or costs in an industry are objective, external standards.

Per Unit Fee Contracts. A contract will satisfy the Qualified Management Contract Guidelines if:

(O the compensation is based on a Per-Unit Fee (defined below) or a combination of
a Per-Unit Fee and a Periodic Fixed Fee, if all of the financed property subject to
the contract is a facility or system of facilities consisting predominantly of public
utility property, the term of the contract may be as long as the lesser of 20 years or
80 percent of the reasonably expected economic life of the bond-financed property.
Public utility property includes property used predominantly to furnish or sell
electrical energy, water or sewage disposal services, gas or steam through a local
distribution system, transportation of gas or steam through a pipeline, telephone
services and certain other types of communications services.

3 A type of periodic fixed fees is a "Capitation Fee," which is defined as a fixed periodic amount for each person for whom the
service provider assumes the responsibility for providing all needed services, provided that the quantity and type of services actually
provided to such persons varies substantially. For example, a fixed dollar amount payable monthly to a medical service provider
for each member of a health maintenance organization for whom the provider agrees to provide all needed medical services for a
specified period. Additionally, a Capitation Fee may include an automatic increase according to a specified, ohjective, external
standard that is not linked to the output or efficiency of a facility. For example, the Consumer Price Index and similar external
indices that track increases in prices in an area or increases in revenues or costs in an industry are objective, external standards, A
Capitation Fee may include a variable component of up to 20 percent of the total Capitation Fee that is designed to protect the
service provider against risks such as catastrophic losses.
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NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

TO:

FROM:

SUBJECT:

DATE:

MEMORANDUM

Chairman York and Members of the NVTA Finance Committee
Michael Longhi, Chief Financial Officer

Report of NVTA Receipts

November 24, 2014

1. Purpose: Update of HB 2313 receipts, revenue estimates and distributions.

2. Background: The attached reports reflect funding received or in process through November 2014.

3. Comments:
a. FY 2015 Distribution to localities (Attachment A)

i.

il.

The Authority has received approximately $79.2 million through the November transfers
from the Commonwealth.

Actual to estimate comparison for revenues through November show a 26.23% positive
variance in Grantors Tax receipts and a 1.21% positive variance in Sales Tax receipts. Due
to the difference in business cycles amongst the jurisdictions, the Authority has not
received a full quarter of Transient Occupancy Tax revenue, making comparison to budget
unreliable.

b. FY 2015 Distribution to localities (Attachment B)

L.

L.

As of the preparation of this report, five jurisdictions had completed the HB2313 required
annual certification process to receive FY2015 30% funds. Postponements of transfers
have been discussed with jurisdictional staff where appropriate.

Of the $79.2 million received by the Authority for FY2015, approximately $23.8 million
represents 30% local funds.

¢. FY2014 to FY2015 Year to date Revenue Comparison (Attachment C).

N

ii.

ii.

This chart reflects a month to month comparison of revenue by tax type and a year to year
comparison of total revenues received through November.

While the chart reflects positive growth in the three revenue types the year to year history

for the Authority is very limited.

No changes to the FY2015 revenue estimates are recommended at this time.

Attachments:
A. Revenues Received By Tax Type, Compared to NVTA Estimates, Through November 2014
B. FY2015 30% Distribution by Jurisdiction
C. Month to Month Comparison By Tax Type and YTD Receipts Through November 2014 and

2013



Attachment A

NORTHERN VIRGINIA TRANSPORTATION AUTHORITY
REVENUES RECEIVED, BY TAX TYPE AND JURISDICTION, COMPARED TO NVTA BUDGET
Based on: Revenue Data Through November 2014

FYE June 30, 2015
NVTA
Grantors Tax Received FY 2015 Annualized - Actual Projected
Transaction Months 4 To Date Annualized Budget To Budget Variance
City of Alexandria S 1,532,216 $ 4,596,648 S 3,195,000 $ 1,401,648
Arlington County S 1,446,824 S 4,340,471 S 4,574,287 § (233,816)
City of Fairfax $ 100,339 S 301,016 S 290,799 S 10,217
Fairfax County S 6,771,049 S 20,313,146 $ 15,169,980 S 5,143,166
City of Falls Church S 111,648 S 334,944 S 263,319 S 71,625
Loudoun County S 3,418,238 $ 10,254,715 S 8,466,000 $ 1,788,715
City of Manassas S 103,514 S 310,541 $ 272,917 S 37,624
City of Manassas Park S 71,678 S 215,034 $ 149,692 S 65,342
Prince William County S 1,972,443 § 5,917,330 5 4,521,672 S 1,395,658
Total Grantors Tax Revenue S 15,527,948 S 46,583,845 S 36,903,666 S 9,680,179 26.23%
Regional Sales Tax* Received FY 2015 Annualized - Actual
Transaction Months 3 To Date Annualized Budget To Budget
City of Alexandria $3,185,323 $ 12,741,291 $ 14,891,000 S (2,149,709)
Arlington County $5,898,067 S 23,592,268 S 23,984,390 S (392,122)
City of Fairfax $1,831,615 S 7,326,459 $ 6,536,626 S 789,833
Fairfax County $26,297,190 S 105,188,760 $ 100,596,000 $ 4,592,760
City of Falls Church $578,066 $ 2,312,264 S 2,498,666 $ (186,402)
Loudoun County $9,918,754 S 39,675,016 S 40,086,000 S (410,984)
City of Manassas $1,179,281 § 4,717,124 S 4,620,629 S 96,495
City of Manassas Park $329,432 S 1,317,727 S 930,903 $ 386,824
Prince William County $8,488,502 S 33,954,008 S 33,928,982 S 25,026
Total Sales Tax Revenue* S 57,706,230 S 230,824,918 S 228,073,196 $ 2,751,722 1.21%
Transient Occupancy Tax (TOT) Received FY 2015 Annualized - Actual
Transaction Months 2.21 To Date Annualized Budget To Budget
City of Alexandria 3.00 S 900,836 S 3,603,345 S 3,364,000 S 239,345
Arlington County 3.00 $ 2,256,947 $ 9,027,789 $ 8,890,830 S 136,959
City of Fairfax 3.00 $ 101,649 S 135,532 S 349,526 S (213,994)
Fairfax County 067 S 1,399,718 $ 8,398,310 § 8,965,800 S (567,490)
City of Falls Church 3.00 $ 17,959 S 71,835 S 143,309 $ (71,474)
Loudoun County 1.00 § 877,551 S 3,510,202 S 2,020,000 $ 1,490,202
City of Manassas 3.00 $ 16,362 S 65,447 S 78,546 S (13,099)
City of Manassas Park $ - $ -5 -
Prince William County 1.00 S 424,603 S 1,698,414 S 1,446,000 S 252,414
Total TOT Revenue 5,995,625 26,510,874 S 25,258,011 1,252,863 4.96%
Total Revenue Received 5 79,229,803 S 303,919,637 S 290,234,873 13,684,764 4.72%
*The Regional Sales Tax is reported net of the following fees:
August Receipt S - It is too early in the FY to annualize
September Receipt S - receipts since we haven't received
October Receipt S 22,065 the full 1st quarter receipts
November Receipt S 1,035
S 23,101
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Attachment C
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VIL.

NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

MEMORANDUM
TO: Chairman York and Members of the NVTA Finance Committee
FROM: Michael Longhi, Chief Financial Officer

SUBJECT:  NVTA Operating Budget
DATE: November 24, 2014

1. Purpose: To update the Finance Committee on the NVTA Operating Budget for FY2015.

2. Background: The NVTA operating budget is funded through the participating jurisdictions. All
jurisdictions have contributed their respective share of the FY2015 operating budget.

3. Comments:
a. The Authority ended FY2014 with a greater than expected budget surplus. The surplus amount of
$24,142(audited) is reflected in the income section of the attached report as a positive variance.
Four months into FY2015, expenditures are in line with the budget.
b. October represents 33% of the fiscal year. Through October, the Authority has utilized 28.9% of
its expenditure budget.

Attachment: FY2015 Operating Budget through October 31, 2014



Northern Virginia Transportation Authority
FY 2015 Operating Budget

October 31, 2014
Approved Actual Variance
INCOME: Budget Receipts Budget to Actual
Budget Carryfoward - | $ 270,000.00 | $ 294.142.00 | $ 24,142.00
Interest (70% Regional Revenues) * o I =
Billed to Member Jurisdictions 1,149,473.00 1.149,473.00 -
Misc. Income B
Reimbursement -LOC Cost of Tssuance | -
Total Income 1,419,473.00 | 1,443,615.00 24,142.00
Approved Actual Variance
|EXPENDITURES: Budget Expenditures  Budget to Actual
Personnel Expenditures | |
Salaries - [$ 61120000 | $ 21243174 | $  398.858.26
Benefits 180,350.00 | 25,405.08 154,944.92
Taxes 48,100.00 15,918.40 32.181.60
Personnel Subtotal| 839,740.00 | 253.755.22 | 585.984.78
Professional Service | |
Audit/Accounting 27,500.00 | 14,500.00 13.000.00
Banking Services 1,000.00 129,57 870.43
Insurance 3,700.00 3,811.00 (111.00)
Payroll Services 2,000.00 311.14 1,688.86
Transaction Update Outreach 46,200.00 - 46,200.00
Public Outreach 23.800,00 6,407.80 17,392.20
Prof | Subtotal 104.200.00 25.159.51 79,040.49
Technology/Communication |
Accounting & Financial Reporting System 25,000.00 | 5,031.25 19,968.75I
Hardware Software & Peripherals Purchase 7‘000.00_|_ 2,800.00 | 4,200.00
IT Support Services including Hosting 11,794.00 | 4,235.98 7,558.02
Phone Service 7.060.00 | 1,827.91 5,232.09
Web Development & Hosting 30,000.00 | 1,065.00 28.935.00
Subtotal Technology/Communication 80.854.00 | 14,960.14 65.893.86
Administrative Exy
Advertisements 6,000.00 N - 6,000.00
Dues & Subscriptions 2,500.00 410.00 | 2,090.00
Duplication/Printing 15,000.00 1,006.00 13,994.00
Furniture/Fixtures 58,000.00 38,503.13 19,496.87
Meeting Expenses 3,600.00 448.61 3,151.39
Mileage/Transportation 7,200.00 623.52 6,576.48
lili&ucliam:uus Expense (moving expense) 5,000.00 - 5,000.00
Office Lease 50,000.00 5.535.00 44,465.00
Office Supplies 5,200.00 1,078.83 4,121.17
@age/Delivery 600.00 38.59 561.41
Professional Development/Training | 5,000.00 310.00 4,690.00
| Subtotal Administrative Expenses| 158,100.00 47,953.68 110,146.32
Expenditure Subtotal 1.182.,894.00 341,828.55 841.065.45
Operating Reserve (20%) 236,57_9.00 - 236,579.00
- Total Expenditures| __ 1,419,473.00 341.828.55 1,077,644.45
Budget Balance| $ - $ 1,101,786.45 | $ 1,101,786.45

Member Jurisdiction Support

Jurisdiction 2010 _FY 2015 Support
Population il Amounts

City of Alexandria 6.30% $ 72,417 |
Arlington County 9.40% $ 108,050 |
City of Fairfax 1.00% $ 11,495 |
Fairfax County 48.00% $ 551,747
City of Falls Church 0.60% ' $ 6,897
Loudoun County 1420% | $ 163,225 |
City of Manassas 1.70% $ 19,541
City of Manassas Park 0.60% $ 6,897 =
Prince William County 18.20% $ 209,204

$ 1,149,472






