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The Authority for Transportation in Northern Virginia
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FINANCE COMMITTEE
Thursday February 21, 2019 - 1:00 PM
3040 Williams Drive, Suite 200
Fairfax, VA 22031

AGENDA
Call to Order/Welcome Mayor Parrish, Chairman
Summary Minutes of the:
A. September 20, 2018 Meeting

B. October 18, 2018 Meeting
Recommended Action: Approval [with abstentions from those who were not present]

Action Items

2019 Finance Committee Meeting Schedule Chairman Parrish
Recommended Action: Adopt 2019 Meeting Schedule

Continuing Disclosure and Post Issuance (Policy 21) Update Mr. Longhi, CFO
Recommended Action: Recommend Authority Approval of Policy Update.

Investment Policy (Policy 13) Change Mr. Longhi, CFO
Recommended Action: Recommend Authority Approval of Policy Change.

Information/Discussion Items

2019 General Assembly Revenue and Budget Impacts (Verbal report as events require.)
Mr. Longhi, CFO

FY2020 Budget Guidance Mr. Longhi, CFO
Draft Policy 29 — Project Activation, Monitoring and De-Appropriation

Mr. Longhi, CFO
Other Financial Matters (Verbal) Mr. Longhi, CFO
Investment Portfolio Report Mr. Stavros, Investment & Debt Manager
Monthly Revenue Report Mr. Longhi, CFO

Operating Budget Report Mr. Longhi, CFO



Adjournment

Next Meeting

March 21, 2019 — 1:00PM
3040 Williams Drive, Suite 200, Fairfax, Virginia
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Northern Virginia Transportation Authority
The Authority for Transportation in Northern Virginia

FINANCE COMMITTEE
Thursday, September 20, 2018
1:00 PM
3040 Williams Drive, Suite 200
Fairfax, VA 22031

MEETING SUMMARY

L Call to Order/Welcome Mayor Rishell
* Mayor Rishell called the meeting to order at 1:09 PM.
e Attendees:
v' Members: Mayor Rishell; Mayor Parrish (arrived 1:29 PM) Chairman Bulova; Mayor
Silberberg
v' Staff: Monica Backmon (Executive Director); Michael Longhi (CFO); Richard
Stavros (Investment & Debt Manager); Peggy Teal (Assistant Finance Officer);
Yolanda Thomas-Jones (Clerk).
Council of Counsels: Ellen Posner (Fairfax County);
Other Attendees: Stephanie Pomeroy (Prince William Dept of Transportation);
Mark Schofield (VRE); Joanna Easton (Prince William County Finance); Brad
Norris (Prince William County Finance); Isabelle DeVooght (Prince William
County Finance); Tarrence Moorer (City of Alexandria); JoAnne Carter (PFM);
Noelle Dominguez (Fairfax County).

AN

IL Summary Minutes of the June 6,2018 Meeting
e Mayor Silberberg moved approval of the minutes of June 6. 2018: seconded by
Chairman Bulova. Motion carried unanimously.

Presentation

111 Investment Monitoring, Strategy and Services
Mr. Stavros, Investment & Debt Manager
e Mr. Longhi introduced Mr. Stavros; the Authority’s new Investment & Debt Manager,
noting his educational and professional experience.
e Mr. Longhi addressed the commencement of FY2018 financial statement audit
v Each year the auditors focused on certain areas and this year the focus was on the
investment portfolio.
v’ The auditors’ inquiry surrounded the management and mitigation of risk in the
[nvestment Portfolio considering the size of the portfolio.
v Mr. Longhi assured the auditors that staff has recognized the need to add additional
tools to assist in the management of the portfolio with specific concentration on the
reduction of risk.



v Mr. Longhi shared Mr. Stavros’ background is in portfolio analytics mainly in the
private sector. Mr. Stavros has been testing different portfolio analytic services since
his start in July 2018.

Mr. Stavros facilitated a presentation to the Finance Committee on investment

management tools to advance the Authority’s Investment Policy primary objectives of:

v Safety

v Liquidity

v' Yield

The presentation addressed the increasing size of the investment portfolio (approaching $1

billion) and the corresponding need to ensure suitable tools are available to monitor the

securities for safety and liquidity priorities.

In reference to Safety and Liquidity, Mr. Stavros stated analysis is a strength to any

portfolio; insight and understanding of the investments allows for critical decisions that

can enhance the opportunities or reduce the risks.

Mr. Stavros mentioned his career highlights over the last ten years.

v’ Portfolio analytics with the use of modeling have provided advanced insights in the
market allowing investors to reposition institution portfolios thus avoiding losses and
reducing risk.

Mr. Longhi added the investment portfolio is growing faster than initially projected. After

the first three months of FY2019, the portfolio has exceeded the cash level predicted for

FY2019 based on project spend-outs; effectively making it a $1 billion portfolio. In

addition, there are 70 different instruments in the portfolio. Mr. Longhi mentioned staff is

looking at making investment placements within the next 30 to 60 days of $150 million in
$5 to $20 million blocks thus increasing the number of securities requiring monitoring.

v" Mr. Longhi stated the service tools are needed to monitor the status of the securities in
the portfolio.

v" As an example, he shared a possible scenario of one of security experiencing a credit
downgrade from AAA to AA. The security would still be within the policy and may
still be a fine investment, but it is important for staff to understand the reason behind
the downgrade to understand future risk.

Mr. Stavros followed with Yield, noting the best way to optimize a conservative portfolio

is to buy instruments at an optimal price. He pointed out that if the Authority is in the

market and can obtain an instrument at a good price, the yield is being optimized and
therefore improving the portfolio with more funds going to transportation.

Mr. Stavros is evaluating three top investment management platforms, noting each of their

strengths and weaknesses:

v' S&P Capital IQ’s strength is portfolio analytics including a library of financial data.
The weakness is S&P does not offer trade or transaction analytics.

v ICE’s (Inter Continental Exchange) strength is transaction and price analysis. The
weakness is ICE does not offer portfolio analytics or archival data.

v" Bloomberg’s strength is trade/portfolio analytics. Bloomberg is not as robust as ICE
on transaction analytics.

Mr. Stavros mentioned the primary areas of research preceded the auditor’s questions to

staff about the need for real-time information.

v' S&P Capital IQ and Bloomberg have real-time updates.

v The Public Institution Manager should always optimize the portfolio, getting the most
that they can from public funds and returns.



S&P Capital IQ and Bloomberg systems will alert for different opportunities.

ICE gives a level of price transparency that is optimal and unprecedented. This tool

can save the NVTA between $120,000 and $140,000 just by knowing where to buy

and sell. Mr. Longhi noted the estimate $120,000 to $140,000 is conservative due to
the portfolio growing in size.

v' Mr. Longhi added, as a data point, portfolio responsibilities in Arlington County-
noting that the County brought in one of these systems and about half of the 12 brokers
stopped doing business with the County because they did not what to compete at the
more aggressive price points.

v" Mayor Silberberg asked what happens to a broker at that point. Do you just stop doing
business with them? Mr. Longhi replied that is correct, they stop getting transactions.

v' Mr. Stavros highlighted that with Bloomberg and S&P Capital IQ can customize
models in ways you can’t do with other platforms, detailing numerous transaction
benefits provided by the services.

v Mr. Longhi mentioned the investment philosophy is safety, liquidity then yield and that
the services support the NVTA Five Year Strategic Plan related to excellent
stewardship of taxpayer dollars.

v All three services are subscription based and can be cancelled with a reduction in
portfolio size.

v" Mr. Longhi mentioned he estimated a minimum range for the portfolio would be $460
million.

v" Mr. Longhi noted NVTA will talk with other jurisdictions and the Authority will be

hosting a regional meeting of investment managers in late October to exchange

strategies and ideas.

<N

Chairman Bulova inquired if expediting drawdowns is how the NVTA gets to the $460
million dollar range for the portfolio. Mr. Longhi affirmed that was correct.

Chairman Bulova asked how the Authority’s financial advisor fit into making portfolio
decisions. Mr. Longhi responded, the relationship with PFM is focused on debt issuance
not investment management.

Chairman Bulova inquired about the cost associated with this service. Mr. Longhi,
responded that the cost is $20,000 and $65,000.

Chairman Bulova asked would the costs be included in FY2019 Operating Budget. Mr.
Longhi responded that it could potentially be included in the FY2019 Operating Budget
through a transfer from the operating reserve.

Mr. Longhi noted he was expecting a recommendation from the auditors, to make sure we
have the tools to manage the portfolio.

Mr. Longhi noted that when the auditors asked what the plans were to strengthen the
oversight of the portfolio holdings, we were able to point to the analysis already started by
Mr. Stavros, through the trial subscriptions.

Mayor Silberberg mentioned if more money could be put into the system, to produce
greater earnings, it can later be drawn down to have more multimodal transportation
purposes.

Ms. Backmon noted that NVTA pays project expenses on a reimbursement basis. When
the Authority adopts a funding program and the SPA’s are executed, the NVTA does not
pay anything until an invoice is submitted. Mr. Longhi, reiterated that the NVTA does not
issue grants, everything is done on a reimbursement basis. Last year interest earnings were
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estimated at $5.5 million, the Authority actually made $9.5 million dollars. Mr. Longhi
mentioned the estimate to for 2019 is $10 million. For the SYP, 44 projects at $1.285
billion is roughly $30 million per project.

All the extra earnings are rolled back into the 70% fund. Those monies would be available
to fund projects which is critical since the NVTA’s loss of two revenue streams.

Ms. Backmon noted the NVTA needs to insure the projects are advancing or if the projects
may need additional time.

Mr. Longhi noted NVTA is using these large cash balances in other ways. For example,
had the Finance Committee taken a normal approach to funding the Six Year Program,
there would be $194 million interest expense over 20 years. He spoke with the auditors
about the NVTA approach to appropriating funds. After some discussion so they could
understand the unique situation the Authority is in, the auditors said they would raise no
objections, as long as the Authority did not over obligate its forward revenue projections.
Mayor Parrish mentioned he would expect the NVTA to have an average cash balance of
$450 million dollars. Mr. Longhi, agreed based on initial project cash flows submitted
with applications. However, actual experience results in much slower spending patterns.

Information/Discussion Items

Project Monitoring and Management System Update Mr. Longhi, CFO
Mr. Longhi discussed that the procurement timeline for the PMMS has been compressed
as much as prudent and staff was looking for the Committee’s guidance.

Mr. Longhi noted the schedule compression was due to delays in the adoption of the

FY2019 Operating Budget while the Committee waited to see the results of the 2018

General Assembly Session. The delays resulted in the loss of approximately 60 days in

preparing the PMMS procurement.

v" The PMMS request for proposals (REFP) was issued on September Sth, approximately

two months later than preferred to have given the strongest possibility for the

Application Automation Phase to be ready in time for the July 2019 Call for Projects.

Written questions from prospective contractors were due on September 14th.

The mandatory pre-proposal conference occurred on September 17th.

Proposals are due on October 5th.

Initial proposal evaluations occur such that short-listed firms are notified on October

11th.

Proposal 'Best and Final' presentations occur October 15th and 16th.

Next Finance Committee meeting is scheduled for October 18th.

Next Authority meeting is scheduled for November 8th, with the November Finance

Committee meeting scheduled for November 15,

v' Mr. Longhi noted if we took the traditional approach of presenting the recommended
contractor at the November 15th Finance Committee meeting, Authority action would
not occur until December 13". Resulting in a loss of an additional 30 days in product
development time.

v Further delays in the PMMS procurement cycle will reduce the time the selected
contractor has to complete the on-line Application Automation Phase by July 2019.

AN NI NN
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v" With concurrence of the Finance Committee, NVTA staff will prepare a Closed
Session briefing on the PMMS procurement for the Committee's October 18th
meeting.

v" A closed session is required as contract negotiations are not expected to have
concluded so shortly after the '‘Best and Final' presentations on October 15th and 16,

v At the closed session briefing the Finance Committee will be able to provide guidance
to NVTA staff on presenting a contract recommendation to the Authority on November
8th rather than December 13%,

v Reducing the procurement cycle by one month will allow additional time for the
development and delivery of the Automated Application Phase.

Mayor Rishell confirmed the proposals from the potential bidders would be due on

October 5, 2018. Mr. Longhi confirmed the date.

Chairman Bulova asked if Mr. Longhi would have a list available for the October 18,

2018, Finance Committee Meeting. Mr. Longhi confirmed that a list should be available,

however, he is uncertain of where the recommendation would be as the Best and Final

Offer presentations are on October 15™ and 16™.

Mr. Longhi noted that if after the Best and Final Offers are reviewed, staff felt we are two

far apart to make a recommendation, there would be no need for a closed session.

Chairman Parrish expressed he thought this was a good approach and the Committee

recommended the closed session on October 18, 2018, if doable.

Review of NVTA Office Lease Mr. Longhi, CFO

Mr. Longhi provided the Finance Committee information regarding the Authority’s office

lease, and renewal options in preparation for Committee guidance on the FY2020

Operating Budget

Mr Longhi provided the background of the NVTA Office Lease:

The current office lease is a sublease from the Northern Virginia Regional Commission

(NVRC) which holds a ten-year lease with TransWestern.

The current 5 year office lease went into effect on October 6, 2014.

Total leased space has increased consistent with increases in NVTA staffing.

The current lease is for 4,725 square feet of space (including common areas and the

building core).

The current lease will expire on October 31, 2019 (FY2020).

Relocation concurrent with the expiration of the current lease is an option.

Relocation is a lengthy process, so a review of options with cost comparisons was

undertaken at this time, prior to preparations for the FY2020 Operating Budget.

Mr. Longhi provided a cost analysis:

v The current NVRC sublease extends through October 2019 for 4,725 square feet at the
rates of

v $28.54 per square foot per year for FY2019 ($134,851.50 per year).

v $29.25 per square foot per year for FY2020 ($138,206.25 per year).

v Annual cost escalations are 2.5% per year under the existing contract; renewal of the
current sublease is expected to continue at a 2.5% annual escalation.

Mr. Longhi provided the lease rates for surrounding areas.

v’ The current average pricing for office lease space in the area is in the range of $27 to
$35 per square foot.

AN
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v" The FY2020 lease rate under the current contract is close to the midpoint of April 2018
rates for office space in the area.

v’ The estimates are based on prior escalation experience suggest the new lease escalation
rate will be in the same range as current rates.

Mr. Longhi noted the estimated cost of relocating to new office space (including building

renovations, furnishings and technology) is approximately $630,000.

Mr. Longhi mentioned the advantages of renewing the current lease.

v' There is the opportunity to add more office space as required. Additional space is

currently available within and outside the NVRC lease footprint, adjacent to the

existing NVTA space.

NVTA can maintain access to conference rooms and audio visual equipment.

NVTA can maintain access to equipment shared with NVRC such as the GIS plotter.

The annual increase in pricing will continue to be 2.5% per year.

NVTA lease payments reduce the financial obligations of NVRC.

NVRC uses a direct cost approach to the lease arrangements with NVTA (no markup).

The relocation search, contract negotiations, space outfitting and move would create

significant strains on NVTA staff capacity to attend to existing primary mission critical

duties.

Mr. Longhi recommended pursuing lease renewal, the Finance Committee agreed.

AN NANA NN

Draft Policy 29- Project Activation, Monitoring and De-Appropriation

Mr. Longhi, CFO
Mr. Longhi noted that the jurisdiction and agency comments were scheduled for Fall 2018,
however the milestone won’t be met for several reasons.
The comments have been received from the jurisdictions and agencies, but due to the turn-
over of two staff positions the Investment and Debt Manager as well as the
Communications and Public Affairs Manager.
Mr. Longhi noted jurisdiction and agency coordination is important and the process is
going to take more time than anticipated.
Chairman Parrish noted his city has a project that is not progressing as originally
scheduled and said none the less this is an important policy issue.
Ms. Backmon acknowledged that Chairman Parrish has mentioned the need for projects to
advance on several occasions. She reinforced his observations noting:
v The Authority now has four funding programs.
v' There are projects on the 2014 list that have not advanced for varying reasons.
Chairman Parrish acknowledge his concern for the needed transportation projects and the
citizens who are paying taxes and will benefit from the projects.
Chairman Parrish noted he is in support of Policy 29.
Chairman Parrish requested that the NVTA help the jurisdictions and agencies realize the
importance of spending the money the way it was agreed upon.
Chairman Bulova agreed with Chairman Parrish and noted the need to have a balance
between pressuring the localities and encouraging them to draw-down within realistic
timetables.
Mr. Longhi noted that Draft Policy 29 highlights communication adding the PMMS will
allow the Authority to monitor the projects and create reports. The reports will indicate if a
project is not progressing over an extended period of time. Next, there will have to be a
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decision made to determine if the project if viable or desirable from a jurisdiction
perspective.

Ms. Backmon added that communication is very important and built into the policy draft.
When the NVTA knows the project status, it can share with the public and Authority
members. She noted we are on the cusp of another call for projects next year, noting
FY2024 and FY2025 will see continuation projects. If the project was funded previously,
and there is no advancement on the project, then the NVTA needs to decide if the project
is at a stage to receive additional funding.

Mr. Longhi mentioned the analysis completed for the two year update to the SYP shows
the unofficially projected revenue could potentially be more than absorbed by continuation
requests for current projects.

Mayor Rishell asked should the draft process includes elected officials being brought into
the discussion. Ms. Backmon responded that it would be best to come to a consensus
amongst staff as a first step. However, she never wants Authority members to be surprised
about issues on their projects.

Investment Portfolio Report Mr. Stavros, Investment & Debt Manager

Mr. Longhi acknowledged Mr. Stavros’ hard work analyzing and consolidating the reports
from the Portfolio Tracking System. The narrative section of the report gives the Finance
Committee the commitment that everything is within policy.

Mr. Stavros presented the Investment Portfolio Report. He acknowledged that investment
safety is the prime directive for the portfolio. Liquidity is next to ensure funds are
available for project reimbursements. The portfolio has grown $30 million since last
meeting. It is primarily in liquid AAA and AA corporate bonds with (50% of the portfolio
in 0-3 month maturities). ,

v FY 2018 portfolio performance was affected by the investment program suspension in
June/July 2018 that took place with the retirement of the former Investment & Debt
Manager.

v" However, the portfolio recovered lost performance with the restart of the investment
program in late August 2018, outperforming 3 of 4 benchmarks. Pointing to Section IV of
the report, during the period, the portfolio sought further diversification in its corporate debt
portfolio, adding investment grade consumer staples, technology and energy holdings
(Johnson & Johnson, Microsoft, Berkshire Hathaway, Chevron, etc.), as well as adding high
grade commercial paper (J.P. Morgan) and one-year Treasuries.

v" Noting Sections V and VI of the report, Mr. Stavros pointed out all of NVTA’s
investment purchases are held in a third party custody account and NVTA’s deposit
type investments are protected through the Commonwealth of Virginia
collateralization program or FDIC Insurance.

Mr. Longhi addressed the Reposition Plan of the VIP 1-3 Year investments.

v NVTA undertook an investment in the VIP 1-3 prior to having established an
internal investment program. An analysis of the NVTA Portfolio finds that the
VIP 1-3 High Quality Bond Fund is significantly underperforming similar
investments and has certain features (issue shares/price point) that make the
investment incompatible with NVTA’s current investment goals.

v In April 2018, there was $75 million in the fund, since reduced by $30 million.
The fund experienced a market loss that was recouped immediately when the
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$30 million was reinvested in other instruments. The same thing is proposed
with the final balance of the fund.

v The Reposition Plans intend to exit the remaining $46 million position in the
VIP 1-3 Fund which will incur a realized mark-to-market loss of $753,222.
Based on current portfolio performance, we expect to recover this loss in a
minimum of 7-8 months.

4 The recovery analysis is based on the return of a 1-Year U.S. Treasury Bond
yielding 2.55% (market price at this reporting). Thereafter these funds will earn
almost 6 times over the VIP 1-3 historical performance.

Chairman Parrish summarized:

v The investment is not performing as well as expected or other investments

4 Mr. Longhi recommends that we pull out the cash and ultimately it will return
more money to the NVTA as a result.

Mayor Silberberg asked if there is a part of the Investment Policy that makes such

action automatic for underperforming instruments. Mr. Longhi replied it is not

automatic as staff needs to assess if the instrument is in a short term negative position
or a sustained one. The Policy actually discourages trying to time the market. Had the

Federal Reserve not made increases the position would be performing differently

Mr. Longhi also noted one of the portfolio strategies that is used is to always look at

the lowest performing segments and look to address them. This is consistent with a

hold to maturity investment philosophy.

Monthly Revenue Report Mr. Longhi, CFO

Mr. Longhi updated the Finance Committee on monthly revenue receipts and 30% funds
distributed to member localities, noting this is effectively the close out report for
FY2018.

Mr. Longhi highlight Attachment A of the staff report:

v" FY2018 ended with a 3.8% positive variance above our estimate. That brings $
$12.6 million into the next Two Year Update.

Grantor’s Tax had a 21% variance above estimate.

Sales Tax outperformed the estimate by less than 1%.

TOT outperformed the estimate by 3.7%.

Noting two takeaways:

*  When you have only one revenue you are subject to the variation
within that revenue, meaning with three revenues variances would tend
to cancel each other out.

= QGrantors and TOT (growing revenues) were taken away from the
Authority in order to fund a fixed amount to Metro. Thereisa
combined growth of roughly 24% above estimate. Significant revenue
and flexibility was lost.

Mr. Longhi doesn’t anticipate any changes to existing revenues, but Sales tax has to be
re-examined in the context of a single revenue.

Chairman Parrish asked was there in anything in the legislation that named the use of
the additional growth in TOT and Grantors.

Mr. Longhi acknowledged Counsel of Counsel (Ellen Posner) who responded she was

AN
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not aware of anything expressly stated in the legislation. Chairman Parrish expressed a
concern that two growing revenues were removed from NVTA to fund a fixed dollar
amount for Metro.

Chairman Bulova noting this was interesting and we should not lose sight of it given the
Governor has expressed an interest in addressing the NVTA funding issue.

Chairman Parrish suggested the issue be brought by staff to the Governance and
Personnel Committee as part of the 2019 General Assembly Session preparations.
There was agreement to the direction.

Operating Budget Report Mr. Longhi, CFO

Mr. Longhi updated the Finance Committee on the Authority’s Operating Budget noting
this is also effectively the closeout report for FY2018. Specific reference was made to:
v Operating revenue is at 100% of estimate.

v’ Several budget transfer were approved related to resources needed for the 2018
General Assembly Session.

v The NVTA website redesign completed during FY2018 exceeded the budget by $3,367
the excess costs were offset by savings in other areas.

v Four of NVTA’s computers required replacement before the end of FY2018 resulting
in a cost of $8,714 being applied to the equipment reserve. Noting these machines
were originally purchase at the same time.

v" NVTA ended the year with positive $20,000 expense balance on the $1.9 million
budget.

Other Financial Activity Updates Mr. Longhi, CFO
Mayor Parrish asked for an update on the annual audit. ,
Mr. Longhi noted the auditors typically pick an area for extra focus each year. This

year investments received significant focus, which is understandable given the growth

in size and complexity of the portfolio.

Mr. Longhi noted the auditors questioned several corporate bonds which were
misclassified by the Authority’s custody agent as foreign bonds. The classification error
was disturbing since foreign bonds are not only out of policy, but also out of State Code.
Mr. Longhi noted it took approximately 1 month to get the misclassification corrected
with the custodial bank and complimented Mr. Stavros on the thoroughness of the work
he undertook to educate the custodial bank.

Chairman Parrish asked for confirmation that the bonds in question were at all times
allowable and appropriate for the portfolio. Mr. Longhi confirmed that was correct.

Mr. Longhi summarized that the expectation is for an unqualified (clean) audit opinion.

Chairman Parrish asked the plans for upcoming revenue estimates.

Mr. Longhi advised that the revenue estimate process will start this Fall and will extend
to FY2025 so as to support the two year update to the Six Year program.

He also noted the reliance on a single revenue (sales tax) will require a greater level of
effort to be conservative yet reasonable in projections.



Adjourned 2:29 PM
Next Meeting
October 11, 2018
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Northern Virginia Transportation Authority
The Authority for Transportartion in Northern Virginia

FINANCE COMMITTEE
Thursday, October 18, 2018
1:00 PM
3040 Williams Drive, Suite 200
Fairfax, VA 22031

MEETING SUMMARY

L Call to Order/Welcome Mayor Rishell
e Mayor Rishell called the meeting to order at 1:10 PM.
e Attendees:

v' Members: Mayor Rishell; Chairman Nohe; Chairman Bulova; Mayor Silberberg
(arrived 1:21 PM)

v’ Staff: Monica Backmon (Executive Director); Michael Longhi (CFO); Richard

Stavros (Investment & Debt Manager); Peggy Teal (Assistant Finance Officer);

Yolanda Thomas-Jones (Clerk).

Council of Counsels: Ellen Posner (Fairfax County)

Other Attendees: Brittany Martin (Prince William County); Tarrence Moorer

(City of Alexandria); Liang Shan (PFM); Noelle Dominguez (Fairfax County);

Anna MacDonald (United Bank).

AN

IL. Summary Minutes of the September 20, 2018 Meeting
e September 20, 2018 summary minutes were not available, will be emailed at later date.

Presentation

I11. FY2018 Audit Presentation Mr. Michael Garber, Partner, PBMares, LLP
e Mr. Garber presented the FY2018 Draft Financial and Compliance Reports, noting the

Authority received an unmodified (clean) audit opinion. He added, the Independent

Auditor’s Report is not included in the draft reports.

e Mr. Garber highlighted the NVTA Management’s Discussion and Analysis on page 4 of
the report. He noted the special revenue funds/regional funds in the overview.
e Mr. Garber mentioned the Financial Highlights noted on page 5 of the report, including the

Fund Financial Statements.

e Mr. Garber acknowledged the differences in the current ‘Balance Sheet-Governmental

Funds”, on page 16, versus previous years balance sheets.

v The Regional Revenue Fund, the restricted amount has been broken out. He noted the
‘restricted’ at $371 million, has not been designated. The working capital reserve is
$120 million. Restricted-for appropriated projects is $429 million. Previously, only
the Regional Revenue fund total was reflected on the balance sheet.

e Mr. Garber referred to the Schedule of Changes in Restricted Funding for Appropriated

Projects on pages 68 and 69 of the report.
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v" He noted the details outlined for each project and its appropriations.

Mr. Garber mentioned the Other Post Employment Benefits (OPEB) for NVTA was only

$75,000 and reported for Governmental Accounting Standards Board (GASB) compliance.

He added that the NVTA received an unmodified audit opinion on compliance as well.

Mr. Garber referred to the Financial Statements within the Draft Financial and Compliance

Reports, highlighting:

v Pages 1, 2 and 3 are the independent auditor’s opinion.

v The final document will include a copy of the Arrangement Letter and the
Representation Letter for signature.

Mr. Garber noted there were no significant difficulties in the audit. He added, current audit

adjustments were not needed, and there were no past audit adjustments.

Mr. Garber discussed the Management Letter enclosed in the report.

v Auditor’s noted some of the investments appeared to be of foreign holdings, which are
not allowed by the Authority’s Investment Policy. Upon further investigation and
gathering of documentation, it was determined the investments were acceptable under
the Policy.

v Auditor’s suggested the Authority continue to work with their custody service provider
to clearly indicate the type of investment being held and that we continue to stay
within Policy guidelines.

Mayor Rishell thanked Mr. Garber and PBMares, LLC for the clear and thorough audit

report.

Mr. Longhi complimented and clarified the amount of work that went into preparing

project listings along with financial statements. He thanked the Finance Committee for

choosing the subscription service that will address NVTA’s issues.

Action Items

FY2018 Financial Compliance Audit Reports Mr. Longhi, CFO
Mr. Longhi sought the Finance Committee recommendation of Authority acceptance of the
Draft FY2018 Financial and Compliance Reports.

Mr. Longhi directed the Finance Committee to page 68 of the draft FY2018 Financial and

Compliance report noting:

v After discussion with PBMares, NVTA has created a report that reflects restriction of
the funds.

v" $690 million of the Authority’s balance are specifically tied to projects, noting which
projects the funds are connected to.

v The schedule reflected the Authority’s financial transparency. It notes the balance,

while specifically detailing the allocation of funds.

Mayor Rishell thanked Mr. Longhi and his team for their hard work and efforts.

Ms. Teal directed the committee to page 16 of the Finance and Compliance Report

noting the Balance Sheet, under Fund Balances. The balance agrees with the

‘Restricted- for appropriated project funding’” amount.

v" Mayor Rishell mentioned this report can prevent the NVTA from being targeted by the

General Assembly. Mr. Longhi added, an additional benefit is the transparency to the
credit agencies.

AN



v" Ms. Backmon noted the projects in three previous funding programs have SPA’s. The
Authority action at the October meeting approved five SPA’s funded under the SYP
that are legally binding. She added, if the revenues for those projects went away, the
Commonwealth of Virginia would be responsible.

v' Mr. Longhi added the auditors made two recommendations in their management letter
which are agreed to by NVTA management:

* Implement procedures to monitor and update rating risk within the
Authority’s growing investment portfolio. In response to this
recommendation, the Finance Committee recommends Authority
approval of a FY2019 budget transfer to obtain investment monitoring
subscriptions services.

= Continue to work with the Authority’s investment custody service
provided to avoid investment classification errors by the outside contract
custodian bank.

Chairman Bulova moved the Finance Committee recommend to the Authority. acceptance

of the draft Northern Virginia Transportation Authority Financial and Compliance Audit
reports for the fiscal vear ended June 30, 2018, seconded by Mayor Silberberg. Motion
carried unanimously.

V. Investment Monitoring and Management Subscriptions Mr. Longhi, CFO

Mr. Longhi sought Northern Virginia Transportation Authority (NVTA) approval of a
budget transfer to enable the FY2019 implementation of Investment Management and
Monitoring Services in November.

Mr. Longhi noted $35,781.31 that would be withdrawn from the Operating Reserve of
FY2019, and replenished as part of the 2020 budget. The ongoing annual cost will be
$48,000.

Mr. Longhi previously predicted the cost would between $20,000 and $65,000. The costs
were economized by using two instead of three services, and having one subscription
instead of two. The cost of a second subscription at this time did not seem to be in the best
interest of NVTA.

Chairman Bulova moved Authority approval of a $35.781.31 transfer from the NVTA Operating_
Reserve for FY2019 to obtain the Investment Management and Monitoring Services detailed in
Table 1 of the staff report. And, authorize the Authority’s Chief Financial Officer to sign related
subscription service agreements. Seconded by Chairman Nohe. Motion carried unanimously.

VL Investment Portfolio Report Mr. Stavros, Investment & Debt Manager

Mr. Stavros gave a report and comments on NVTA’s current investment activity and

performance.

Mr. Stavros highlighted the Current Period Reports in the staff report noting:

v The portfolio has grown $24 million since the last report. The portfolio is benefitting
from an approved interest rate environment.

v" NVTA is still focused on core principals of safety, liquidity and yield.

v' The liquidity in the portfolio has a duration of .43 or less than half a year.

v The favorable interest rate environment is benefitting the portfolio by meeting three of
four benchmarks.
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v" He mentioned even with the high liquidity position, the NVTA is still doing well in the
market.

v' Mr. Stavros commented on the repositioning of the VIP 1-3 investment. A higher mark
to market loss of $842,554.07. This is due to the increasing interest rate environment
and the VIP Fund Manager had discretion as to which investments were sold to redeem
shares.

e Mr. Longhi commented the mark to market loss absorbed when NVTA exited $46 million
in the VIP Fund, ended up being $89,000 more than anticipated. It stretches out the period
it’s going to take to make up the loss. This was primarily caused by two things.

v’ Federal Funds Rate going up.

v' The fact that the Portfolio Manager gets to choose which instruments are to be sold
when someone exits the fund. He noted he’d make the same decision if he were in the
Fund Managers position. This decision increased the mark to market variance.

v" Mr. Longhi reflected on a previous question about the outsourcing of management. He
noted that a $900 million portfolio in its totality, would not be put out to management.
He estimated $700 million would be put out for management as a maximum. Currently
the management rate would be 2 and a half to 5 basis points, cost of $1.75 million to
$3.5 million. Internal management is the most efficient way to go. NVTA is still in
control of selling instruments.

v' Mayor Rishell asked was the one-year mark to market loss projected prior to the
$89,000. Mr. Longhi responded no, he was looking at 7 to 8 months previously.

Monthly Revenue Report Mr. Longhi, CFO

e Mr. Longhi noted the performance is 2% below estimate for Sales Tax, our single
revenue source. He added it is not disturbing at this point because the first month of the
revenue cycle.

e Mr. Longhi addressed which jurisdictions are getting their 30% Fund distributions. As
of September 30th, Alexandria has met its annual certification requirements. As a result,
Alexandria will receive a catch-up payment in October and should be on track for the
rest of the fiscal year. He added, the City of Fairfax has a different tax deadline, their
certification comes in about two months later.

Operating Budget Report Mr. Longhi, CFO
e Mr. Longhi updated the Finance Committee on the Authority’s Operating Budget for
FY2019, noting:
v' NVTA is at 100% of revenue.
v’ September 2018 represents 25% of fiscal year. Through September 2018, the
Authority utilized 22% of its FY2019 expenditure budget.

Project Monitoring and Management System Procurement Update
Mr. Longhi, CFO

e Topic was addressed in Closed Session.

Other Financial Activity Updates Mr. Longhi, CFO
4



Mr. Longhi gave a financial update to the Finance Committee noting:

v" The comments from the jurisdictions have been received for Policy 29. The
comments have to be consolidated and re-distributed for additional discussion.
Every jurisdiction will be able to see each other’s comments.

v Currently assessing a RFP for custody services to address issues encountered during
last fiscal year’s audit. Mr. Longhi stated since it’s renewal time, it’s prudent to
weigh other options in the market.

November presentation to Finance Committee on investment portfolio’s Community

Banking Program. This program keeps the resources of the Authority local so that local

banks can use the funds for mortgages and business loans.

Closed Session

At 1:43PM Mavor Rishell moved that the Northern Virginia Transportation Authority
enter a closed meeting as authorized by Virginia Code Section 2.2-3711A29. for the
purpose of discussing a competitive procurement and potential award of a contract.
Seconded by Chairman Bulova. Motion carried unanimously.

At 1:50PM Mavor Rishell moved that the members of the Finance Committee of the
NVTA certify the just concluded closed meeting, only public business matters lawfully
exempted from open meeting requirements under Chapter 37, Title 2.2 of the Code of
Virginia and only such public business matters as were identified in motion by which
the closed session or closed meeting was convened. were heard discussed or considered
by the Finance Committee. Seconded by Chairman Bulova. Motion carried

unanimously.

Adjourned 1:51 PM

Next Meeting
November 15, 2018




NORTHERN VIRGINIA TRANSPORTATION AUTHORITY
MEMORANDUM

TO: Chairman Parrish and Members of the NVTA Finance Committee
FROM: Michael Longhi, Chief Financial Officer

DATE: February 15, 2019

SUBIJECT: Finance Committee Meeting Schedule for the next 12 months

1. Purpose. Determine a Finance Committee meeting schedule for the next 12 months.
2. Suggested motion. / move the Finance Committee adopt the proposed meeting schedule.

3. Background.

a. The Finance Committee has been meeting on the third Thursday of the month at
1:00PM.

b. By selecting a meeting day of the third Thursday of a month the Committee will
receive reconciled financial, banking and revenue receipt reports from the most
recently completed month.

c. This meeting date also allows sufficient time for staff to prepare any Finance
Committee action items for the next Authority meeting on the second Thursday of
the following month.

d. Meetings without Action Items, or time sensitive Discussion Items are typically
cancelled, with reports on investments, revenue and the operating budget
presented on a year to date basis at the next meeting.

4. Meeting Options. The following table provides the dates for consideration by the
Committee.

Month Thursday Notes
March March 21, 2019
April April 18, 2019
May May 16, 2019
June June 20, 2019
July July 18, 2019 If needed
August August 15, 2019 If needed
September September 19, 2019
October October 17, 2019
November November 21, 2019
December December 19, 2019 If needed
January January 16, 2020
February February 20, 2020
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NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

MEMORANDUM

TO: Chairman Parrish and Members, NVTA Finance Committee
FROM: Michael Longhi, Chief Financial Officer
DATE: February 15, 2019

SUBJECT: Continuing Disclosure and Post Issuance (Policy 21) Update

1. Purpose: To seek Northern Virginia Transportation Authority (NVTA) Finance Committee
recommendation of an update to the Continuing Disclosure and Post Issuance Policy. This
update is required by the Securities and Exchange Commission’s (SEC) Rule 15¢2-12.

2. Suggested Motion: / move Finance Committee recommendation of Authority approval of
the attached update to the Authority’s Continuing Disclosure and Post Issuance Policy (Policy
21).

3. Background: .

a. The Authority has and may in the future, issue tax exempt and other tax-advantaged
bonds.

b. The SEC sets post issuance compliance and disclosure requirements which the
Authority is required to comply with under Rule 15¢2-12.

c. Rule 15¢2-12 previously listed 14 events which would require disclosure through the
Municipal Securities Rulemaking Board (MSRB) Electronic Municipal Market Access
system (EMMA).

d. The SEC has added two new events requiring disclosure:

i. Incurrence of a financial obligation, or agreements to covenants, events of
default, remedies, priority rights, or other similar terms of a financial
obligation any of which affect security holders, if material.

ii. Default, event of acceleration, termination event, modification of terms, or
other similar events under the terms of a financial obligation, any of which
reflect financial difficulties.

iii. The above two disclosure events apply to any issuances which occur after
February 27, 2019.

e. The attached draft policy update includes the addition of the two new events.

f. The draft changes have been review by the Authority’s Financial Advisor, Bond
Counsel and Council of Counsel.

Attachment: Draft Update Policy 21 - Continuing Disclosure and Post Issuance Policy
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NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 21 — Continuing Disclosure and Post Issuance Policy

Purpose. The 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 ipgnonitoring the Authority’s
compliance with the continuing disclosure obligations ed in Rule 15¢2-12 under the
Securities Exchange Act of 1934.

Designation of Responsibilities. The Chief Fj 10 CFO) shall be designated as
the Chief Compliance Officer and shall be /gos sible for th inistration and supervision

/4

of the Authority’s post-issuance complia 16 anagement prog The Chief Compliance
Officer shall review the Post Complian

uance procedure doc@ at least annually.
Material changes to this document shall o1tf§/be m recomme@on by the Finance

ade aftgr
Committee and approval of the Authority. /f%//:’/’/, ///%
y U /
Records Retention. /4%//;///,«77////// o
< /

7/
s hall re

\

cords demonstrating
ocedure. These records
Sted on Appendix A (the

A.

Compliance Officer shall retain an electronic
@m ual filing the Authority completes (the
| @ompliance File shall include, but not be
w

. Any other speff fic 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.
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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.

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 Cgnfinuing Disclosure Certificate or
another undertaking by the Authority to comply wi //f

ority is required each year to file

B. Annual Filings. Pursuant to each Undertaking the
i ard's (the "MSRB")

annual reports with the Municipal Securiti Cs

Electronic Municipal Market Access ("EMi

Undertakings. Such annual reports apg} red to include ceftgip updated financial and
operating information identified on / dix B, and the Autho %’ audited financial
statements. O .
Y U,
C. Event Notices. As set forf] A //”/5 Authority must pl%idc notice (an
"Event Notice") to the MSRB HTH s ident#) 7 in and listed in Appendix C
attached hereto. Weekly, thed opriate Dégignee shall monitor such list for the

/ arg Event Notice that complies
s with EM %s required by the Rule.

| with the / | | /

e shall § it the Authority’s audited

financial stat g
under each Undéftiki )
7 /

.iﬂ..w"::',.,; of Fmancial ln ij_.ij.f._' Whenever the Authority makes statements
6t releases informiag o relatig o its finanes to the public that are reasonably expected to
investors and /, adin ets (including without limitation, all Event Notices,
nts in the auditéd financid %ﬁments and other financial reports and statements of
ity). the Auth6gity is obligated to ensure that such statements and information
contained t }in are con te, true and accurate in all material respects. The CFO or
appropriate d/@we sh termine whether such statements or releases should be provided
to the MSRB as'@l 2 isclosure, and if so, the CFO or appropriate designee shall

] /’f/
prepare and make %41

/
//////////// )

reach:

%
‘ss‘v% on EMMA of such statements or releases.
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.




VII. 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.
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Approved by the Finance Committee: December 5, 2014

Update Recommended by the Finance Committee: XXXXX

Approved by Northern Virginia Transportation Authority: December 11, 2014
Update Approved by Northern Virginia Transportation Authority: XXXXXX



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 ma rsuant to a continuing

disclosure undertaking to which the Authority is a party o A,/s;.ia wise.
) 4

4. Press releases and other information distributed by thg/Aaiigrity for public dissemination to the
extent that such releases are reasonably expected,in th migigtion of the Chief Financial
Officer, the Authority Attorney and/or bond coufiget, to reach inves

s and the trading markets
for municipal securities. < %//
5. Rating Agency Presentations. 7 7
g Agency @ W

6. Such portions of the Authority’s '3} ed annual
(7

Attorney and/or bond counsel dee17be : -m
Executive Summary. //77///, /////
4

7. Any other communicgfign$shat are reaséfiably expeihéts in the %rmination of the CFO, the
Authority Attorn / ounsel, i ivestors gnd the trading markets for
7 7

4 2
opted Budget as the C F%c Authority

shall at a minimum include the

municipal securifig @ /% // w
% .
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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 20 Change
Budga %a_l Budget / ictual
Additional Sales and Use Tax %
. N U
Regional Congestion Relief Fee //,f//
Regional Transient Occupancy Tax ,%//
Total: % /f%
7, 7 7
7 W W
FY20__ Regiona }%&a}/)}y Member /}ty and By Source
Ghpnsl W, Regional )
7, Regional 7}/
Retai m:'.s ///f%fa///ll:st?on ‘/%/f// Transient
Member Localit and Use j/,/’;':’/,,,J,/ pancy Tax Total
City of Alexandria ?% %///I ’% /of/ |
Artl}i/n(;ton County / //////% ///2’?//;// ,/ %
City of Fairfax //4%’// % //‘/
; -
iy Uy,
U
O Y
7 7
Prince Williar@m{y //%’/ %//’///
Total FY 20 R/ IRevenuest%
.
4’4//// nd Projected Regional Revenues!”
,%f////// ted and Projected Reg I Revenue
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

LIST OF EVENT NOTICES

requirement to file with EMMA within ten (10) bugi# eSS

{7
1. Principal and interest payment delinquenci %
§

/,;/?
//%'/ e
/,(///

2. Non-payment related defaults, if material.
3. Unscheduled draws on debt servi
5. Substitution of cregif

6. Adverse tax opinio

10. Release, substifition or sale ¢f property securing repayment of the securities, if material.
€7

11. Rating Changes. 74, 4
//’//////,,

12. Bankruptcy, insolvency, érship or similar event of the obligated person as set forth in
§17 CFR 240 15¢c2-12.

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.



16. Incurrence of a financial obligation, or agreements to covenants, events of default, remedies,
priority rights, or other similar terms of a financial obligation any of which affect security
holders, if material. (Effective February 27, 2019.)

17. Default, event of acceleration, termination event, modification of terms, or other similar events
under the terms of a financial obligation, any of which reflect financial difficulties. (Effective
February 27, 2019.)




NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

MEMORANDUM

TO: Chairman Parrish and Members, NVTA Finance Committee
FROM: Michael Longhi, Chief Financial Officer

DATE: February 15, 2019

SUBJECT: Investment Policy (Policy 13) Change

1. Purpose: To seek Northern Virginia Transportation Authority (NVTA) Finance Committee
recommendation of changes to the Investment Policy.

2. Suggested Motion: | move Finance Committee recommendation of Authority approval of
the attached changes to the Authority’s Investment Policy (Policy 13).

3. Background:
a. The Investment Policy was adopted on December 11, 2014, and has not been
updated since that time.
b. The Investment Policy philosophy is to never exceed the parameters for investment
activity set out in the Code of Virginia.
c. These changes do one of two things as identified below:
i. Make the Investment Policy consistent with the Code of Virginia.
ii. Make the Investment Policy more restrictive than the Code of Virginia.
d. The draft changes have been review by the Council of Counsel.

2. Proposed Policy Changes:
a. Making the Investment Policy consistent with the Code of Virginia:

i. In December 2018, staff realized the Corporate Note and Negotiable
Certificate of Deposit standards in the Investment Policy were inconsistent
with the Code of Virginia.

ii. The inconsistency is that both sections allowed ratings by Fitch Ratings to be
considered in the purchase of Corporate Notes and Negotiable Certificates of
Deposit.

iii. The portfolio does not contain any Negotiable Certificates of Deposit which
used Fitch Ratings in the purchase decision.

iv. "In December the portfolio contained three Corporate Notes totaling $40
million of face value where the purchase decision relied on Fitch Ratings.

v. To bring the portfolio into compliance staff sold the three Corporate Notes at
a gain of $67,649.

vi. The changes in item 10 - Corporate Notes and 15 - Negotiable certificates of
deposit (both on page 10) eliminate the reference to Fitch Ratings.



b. Making the Investment Policy more restrictive than the Code of Virginia.

i. Investments in bonds issued by States, Counties and Cities are permitted in
the Code of Virginia. The Code sets minimum requirements for the purchase
of these instruments.

ii. The Investment Policy matches the minimum requirements as set out in the
Code.

iii. The proposed change is to further restrict these purchases to bonds with
Securities rated by at least two of the three following rating agencies with
ratings of at least; Aa or higher for Moody’s, AA or higher for Standard and
Poor’s, AA or higher for Fitch. Proposed changes are noted on page 8 of the
attached draft.

iv. There are no securities from State, County or City issuers in the portfolio at
this time.

Attachment: Policy 13 — Investment Post (with Draft Changes)
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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 inygstment of those funds
within the confines of the Code of Virginia and a comprehgfsiVé-Investment Policy
developed and maintained by the Authority. 7
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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.

Zn
OBJECTIVES '
The primary objectives of the Authority’s investment actj in priority order, are:
fety, liquidity, and yield (SLY).
safety, liquidity, and yield ( ) /4; //4//

1/1&11 of public [u@ Investments
e preservation of Cﬂpll@\b overall
* %

The investment portfolio will remain sufficiently hqu@" fable lhe Authority to meet all
operating requirements, which might .,pu reasonably antic

Safety of principal is the foremost objective in the i
shall be undertaken in a manner that seeks to ensu
portfolio.

iing a market rate of
shall take into account

HCIAL OFFIGER

is charged wit llecting, safeguarding and disbursing
//f Sidihe i it officer for the Authority with authority
de n the day-to-day operations of the portfolio,

‘ rders with dealers and financial institutions, procuring
% ring reports as required.

The C @ali invest all gyailable<cash (Wlth the exception of 30% funds) into a common
investme folio. The GRO is required to file a statement of economic interest annually
with the Auntl Adming
The CFO may i y employee of the Authority entrusted with the investment of
Authority funds to similar statement. In no event shall any employee involved in the
investment processAllso 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.

1



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.

P,
w the CFO’s actions
illee meets at regular
'he makeup of the
%
%
ETHICS AND CONFLICT OF INTEREST ‘¢/,
Employees involved in the investment process frain l‘f‘q’p;n personal busi tivity
that could conflict with the proper execution and mégagemepfaat, the investmenfprogram,
or that could impair their ability to make impartial de “Employees shall disclose any
material interests in financial inslilm}uns with which onduct business. They shall
further disclose any personal financi zstment positio t could be related to the
performance of the investment port gih from undertaking
personal investment transactions with '@'ﬂ: individual h whom business is
conducted on behalf of the Authority. /“Z,'//

Z
o
blishing ano%;nainlaining an internal control structure

¢ assef§of the Authori@v protected from loss, theft or misuse.
| csigned 16 provide reasonable assurance that these
' f¥/Slaff resources.

Y | |
1 authopty from accounting and recordkeeping

ing a“elivery versus payment basis
clivery securities

ROLE OF THE FINANCE COMMITTEE
The Finance Committee is established in the Authority to
regarding the disposition of Authority funds. The Finance
intervals with the CFO to review the Statement of Acco
Finance Committee is specified in the Bylaws.

%,
%,
%

INTERNAL CON
The CFO is resppfisi
designed to ensure {
The internal control st
objectives, /lo the
W

vention of co

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 mstitution 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. y
Z

not to exceed five 5)
sent audited financial
(/ncludc a premium
I 1d reduction of
1s $hall be deternfified by the CFO

W
1 to the same geStrictions

tments. The CFO reserves the
est interest of the Authority.
G
Y
may be girned on the unexpended
i7gyerage yield of investments
%ﬂnds Any excess earnings
s and must bérumttod 16 the U.S. Treasury. In order to
vith arbltragﬁg, all unexpended bond proceeds shall be
2 //;n -Arbitrage 7 Zor its equivalent.
77
% 7 lég/{{% @ CFO shall refrain from specific fund
D ¢ investments shall be allocated to the funds for which

%
Y

ENTPROGRAM

ogram seeks to promptly reimburse pooled cash for expenses
d to manage the Authority relationship with the State Non-
P). Through the prompt replenishment of eligible capital
anagement Program seeks to maximize the Authority’s liquidity
ngs. The main points of the program are:

The aggregate investments held for any qualifying institutior
percent of the institution’s total assets as reported on their
statements or Quarterly Call Report. The CFO may requir:
over the market rate to compensate for the increased a
liquidity which this program may entail. Such premy
periodically based on prevailing market conditio

The investments under the Community Bank Prog
and the same collateralization requirements as all othel
right to reject bids that are not bmldblwyr otherwise not in

INVESTMENT OF BOND PROCEE @//
The Tax Reform Act of 1986 restricts lhﬂplcw
proceeds of tax-exempt bonds issued a

)
Arbitrage Prog]
expenses the Arbiff
and investment eary

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% Regj
Operational banking fees remain within the Operating Fund.

AUTHORIZED DEPOSITORY AND FEE SERVICE B/
The CFO shall maintain a list of financial institutions a
and/or investment services. In order to ensure orderl
routinely bid new fee services on an individual basi
linked to an existing banking process. Priori

opportunities are presented to participants in a

un/uﬂ%f rovide depository
fair compi , the CFO will
cif’such service | unctionally
vill be given to maku‘é .un that

1. Banks must be “qualified public depositories” as f
4401 Security for Public Deposits, Act. //%,

2. All commercial banks wishing t /7 uthorized to p
minimum of 4% or greater in the Jore) capital ra
Report filed with the FDIC. If any Bank
deposit and fee relatlonshlp will be ﬁnstd 1
appropriate and pr

» services must report a
it their Quarterly Call

y and the CFO will take

nual revie 9 the condition of each authorized financial

institution ertake mlcrnﬂ, reviews as conditions dictate.
%
AUTHORIZED INV @ CR/DEALERS
l i stitutions authorized to provide depository

ed Order of Withdrawal and Money Market accounts)

In ord/e/?/ ensure order-ﬁ and fair competition, the CFO shall limit the number of
broker/dealégs, on the autligfized list. For the broker/dealers on the list, priority will be
given to mak ertain thaf'opportunities are presented to participants in a fair and orderly

process. /4/’;’#/,/

Further, authorized/financial institutions will:

1. Maintain compliance with FINRA Net Capital Requirements for Brokers or Dealers -
SEC 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.

//"'//////
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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 appropriale maturity to match
with projected liquidity needs will be the investment selected. PH€EO may reject an
investment, even if it yields the highest rate, if he feels it carri element of risk which
may not be reflected in the published credit rating or if it is = Authority’s interest
to hold such an investment in its portfolio. /;.// %

,‘5
||/f'radc confi rm/ s or similar
ssistant/Clerk.  The jnistrative
ecutive Bjrector, keep a %ﬂ file
i “Qfficer for entp¥ into the

Banks and broker/dealers shall be instructed to
documentation to the Authority Administrativ

and provide the originals to the Authority Assist Jina
accounting system. //"

%
In accord with primary objectives, in
investments shall be made with the and care w rsons of dlscretlon

prudence and intelligence exercise in ﬂ)c mggement of 1 own affairs, not for
speculation, but for the protectlon of prmclﬁ}ll C i I the safety of capital shall
be paramount over the pi als responsible for investing
Authority funds sha no isi

Y
INVESTMENT P JE
There are certain sl
/,. W& re

example, diversification reduces overall portfolio risks
Lreturn.  The policies and standards which regulate
ion of the investment portfolio shall include, but not

No inves purchased if the yield is less than that of the most recently

auctioned i " theUnited States Treasury of a similar term,

a. No investr
nationally yécognized 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 tirm 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.

6



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 diversification 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 deposito
purchased on a delivery versus payment basis through a t
contract with the Authority.

ruments, will be
nd custody agent under

The Finance Committee may add, delete or modify st ds’ni |rwest al its discretion

in response to changing economic, national or intg#fatiofial cmldlll :h additions,
deletions or modifications shall be reported to Aulhon[y at the next 1g of that
%,

W, .

body.
All institutions solicited for offers shall be advised o? lnwablp investments and any

restrictions upon investments. Only i ipyestments which it 1e criteria enumerated above
may be considered. The CFO may co! arring instituti om consideration should
they repeatedly offer disallowed invest % %’ '%/

v
ALLOWABLE INVESTMENTS % p /‘e///j"/
The Authority must i stments to 1 allowcd/ the Code of Virginia. The

Authority, however, investment }:cyond thé limits imposed by the Code if
such restrictions e of further %lcguardmg Authority funds or are in the
best interests of the ity. Z‘: 4? 4

W)y
The allo of i|'|’// ents '{//,(Wodc of Virginia for non-sinking funds are
as fol : 4’},//' //,;’f-

. %nd otiérzgvidences of indebtedness of the Commonwealth of
inia, and oth¢ %ﬁencc [ indebtedness unconditionally guaranteed as to
7

/1 of principal interést by the Commonwealth of Virginia.
7

guaranteed payment of principal and interest by the United States, or any
agency thereo evidences of indebtedness enumerated by this subdivision may be
held directly, o 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.

2. Bonds, rl % nd Dl]l e Obligations of the United States, and securities unconditionally

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.

4. 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 eamings 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( seq.) of Chapter 3

that it is then operating, such additional evi
by the provisions of this section without Ii

Commented [ML1]: Imposes a higher standard than required in

Moody's, AA or higher for &
the Code of Virginia

. o

5. Legally authorized stocks, bonds,
city, county, town or district situated,
which there is no default and upon wl %
days; pr0v1ded that (1) w1thm the twé;’uy :- Al

{ preceding the making of
not been in default for more

district 'ihall hav or at least twenty years; (iii) such city,
county, town or disf as shown by the federal census next preceding
m.h i s than 25,000 inhabitants; (iv) the stocks,

,% s of mdebtedness in which such investment is made are
%}tms , county, town or district issuing the same; (v) the

trict haggower to levy taxes on the taxable real property therein

sobligations without limitation of rate or amount; and (vi) the
city, county, town or district (including the issue in which
fe), after deducting the amount of its bonds issued for self-

such property flicrein for the assessment of taxes next preceding the making of such
investment; and (vii) where the rating by two of the three following rating agencies is:

Mt,;‘gg_iv's AQ{)IJ[!E_}}CF_ Standard and Poor’s AA or |‘li_g|1('.’L{|l‘ld Fitch AA or .hjgijgr_;: Commented [ML2]: Imposes a higher standard than required in
the Cade of Virginia

6. 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
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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
approved by the Board (§58.1-3149 and §2.2-4400).

7. 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 trans ;lion,

“,,

8. Banker’s acceptances from “prime quality” institutions. me quzility shall be as
determined by one or more nationally recognized rating 5 (§2.2-4504).

7
7
e quality” s@

¢ as rated by at
within its
A-1, by
vithin

9. “Prime quality” commercial paper (§2.2-4502). "P, )
least two (2) of the following: Moody's eslors Service,
NCO/Moody's rating of P1, by Standard & Jgor's, Inc,, within its rat

Fitch Investor's Services, Inc., within its r; B -1, byBulf and Phelps,
its rating of D-1, or by their corporate succcsso@).z_ e )

10. “High quality” corporate notes (§;‘2~4510). High q shall be defined as a rating
of at least AA by Standard and P¢ S least Aa by @ ‘s andbat-least-AAA by
Eitehand a maturity of no more th ) / /years, Al ents should be rated

%y

by at least two rating agencies. ’-'2-9
: %
v,

7
/
nership in trt:asuryg%principal at maturity or its

The underlyfgg United $ fates Treasury bonds or coupons
agent indep&dent of the seller of the certificates (§2.2-

o 4

Ty

cslmcl/'/%f{ﬁ%ﬁ]l[’). Investments in this pool are subject
set forth by the Virginia Department of the Treasury
). The CFO shall, on a continual basis, monitor
the LGIP,

11. Certificates represe

4505).

13. The @, Non-Arbitegge Pool (SNAP). Investments in this pool are limited to
uncxpcn%ucecds, om the issuance of bonds, the interest on which is subject to

rebate unde % sions of the Tax Reform Act of 1986 (§2.2-4700), and reserve
accounts direc ated to the issuance of debt or other credit agreement.

14. 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).

15. 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-l,—by-Fitch-Investors-Services;
Ines-and F-1, by Duff and Phelps, Inc., forl maturities of one year or less, and a rating
of at least AA by Standard & Poor's and Aa by Moody's Investor Service, [nc., for
maturities over one year and not exceeding five years (§2.2-4509).

9
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Commented [ML4]: Remove reference to Fitch Ratings as it is
not referenced in the Code of Virginia

l




16. Non-negotiable certificates of deposit of banks certified as qualified to hold Virginia
Public Deposits.

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 fungs shall be scheduled
to coincide with projected cash flow needs, taking into account la line expenditures

If a legally authorized stock, bond, note or other eviden
county, town or district situated in any one of the slz
option which requires the issuer of the instrume
interest within 30 days of the exercise of the

The table below shows the maximum length and max
investment class:

Class Percent of total

portfolio & cash
Stocks, bonds, notes and 75%
indebtedness of the Co
Stocks, bonds, notes Icr ICLS of 780 months or less 100%
indebtedness of the Unue\d /
7/ // //:/7//'//%
Wy,
. bonds, nnlm ther |.. es 36 months or less 75%

ﬁncss of any cou ity. tow %
auth or other body he
(.‘tnnmo%lth of Virginia /%'//

W |

Legally alllhur!'i‘./ 5, notes and other 36 months or less 75%
evidences of inde f any city, county,
town or district situat 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
Commonweaith of Virginia
Repurchase Agreements 12 months or less 20%
Banker’s Acceptances 12 months or less 10%
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Class Length Percent of total

portfolio & cash

Prime Quality Commercial Paper 270 days or less 35% with a 5% per
issuer limit
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
%,
",
100%

The Local Government Investment Pool (LGIP) N/A /_&
W

Open End Mutual Funds

The State Non-Arbitrage Pool (SNAP) P 100% of bond proceeds

% %

'7/'// ////. or debt related reserve

‘///"//‘%’ //7/ account
% "y, 4
Negotiable certificates of deposit and nngoliabh‘% /[hs or less 25%
bank deposit notes //f/é?
iy Y
External Managemen // % 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.

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 licu of physical
possession, meets these delivery requirements.



TO:

FROM:

SUBJECT:

DATE:

Vil

NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

MEMORANDUM

Chairman Parrish and Members of the NVTA Finance Committee
Monica Backmon, Executive Director
FY2020 Operating Budget Guidance

February 15, 2019

1. Purpose: To present for discussion and to receive guidance from the Northern Virginia
Transportation Authority (NVTA) Finance Committee, the FY2020 NVTA Base Operating
Budget and proposed budget initiatives as outlined below. The following changes are keyed
to the expenditure categories in Attachment 1, Budget Note columns.

2. FY2020 Operations Base Budget Changes:
A. Personnel Expenditures:
1. Salaries-Regular Pay:

Performance based staff compensation changes will be budgeted based on the
average annual increases adopted by NVTA member jurisdiction’s FY2020 budgets
and those of other Authorities and Commissions in Northern Virginia.

Member jurisdictions have not finalized their FY2020 budgets. Therefore, a 4%
increase is proposed to be programmed in the base budget for estimation
purposes.

Maximum average annual performance increases will be in line with member
jurisdictions. An analysis will be undertaken once jurisdictions have passed their
FY2020 Operating Budgets.

2. Health & Dental Benefits:

NVTA’s benefit rate increases/decreases are based on the experience (claims) of
the Commonwealth’s, The Local Choice, participant pool of approximately 60,000
employees, retirees and family members.

NVTA experienced an 11.43% increase in benefit premiums during the FY2019
budget process.

The FY2020 base budget assumes an additional 5% increase in health premiums.
The actual renewal rate will not be available until May.

For FY2020 staff members may elect NVTA coverage changes during the open
enrollment period, any elections are unknown at this time and not budgeted.



3. Retirement VRS:

Based on NVTA’s most recent VRS actuarial study, the FY2019 and FY2020
contribution rate is 7.50%.

The next VRS actuarial study will be completed and the contribution rate updated
for FY2021.

4. Life & Disability Insurance:

This insurance type is priced using salaries and age tiers, NVTA employees are
moving into higher age tiers.

B. Professional Service Changes:
5. Audit & Accounting Services:

Previously contracted rate increase of $1,000 of audit services included in this
budget line.

6. Insurance:

NVTA's general liability, causality, cyber, officers and directors insurance renewal
rates will not be available until after June 2019. The FY2020 base budget includes
an estimated 5% increase above the FY2019 renewal.

7. Public Outreach & Regional Event Support:

For FY2020, $20,000 has been added to fund the cost of an expanded, follow-up
to the recent Chmura Economics & Analytics, Economic Impact Study that will be
expended to show the impacts of Authority funded transportation project
implementation and use within Northern Virginia and the Commonwealth as a
whole. Previously, this was funded at $8,810 through expense cutting in other
cost areas and only covered the impact of project funding, not use.

Budget for Public Hearings is reduced by $2,000.

Graphic design and printing cost for the Annual Report is expected to increase by
$1,000.

8. Legal Services/Bond Counsel:

Bond Counsel is the only legal service obtained under this budget line. This line
was previously reduced to $25,000 based on prior cost experience with the
expectation additional fees would be added to the cost of future debt issuances.
During the FY2019 budget process, the Committee was informed of the
unexpected level of consultation required with bond counsel due to the proposed
2018 General Assembly actions. At the time staff expected the $25,000 budget
line to be exceed by $20,000 or more with the excess being covered by the
Operating Reserve. The budget line was actually exceeded by $28,166 in FY2018.
The FY2019 budget was increased $40,000 to replenish the Operating Reserve
fromFY2018 and to provide additional resources for FY2019.



For FY2020, staff recommends decreasing this budget line back to $25,000, and
employing the same technique as used in FY2018 should the FY2020 General
Assembly Session require additional services.

9. Financial Advisory Services:
During FY2018, a new contract was executed for Financial Advisory Services reducing

the annual retainer to $35,000 per year.

During the FY2019 budget process, the Committee was informed of the
unexpected level of consultation required for Financial Advisory Services due to
the proposed 2018 General Assembly actions. At the time staff expected the
$35,000 budget line to be exceed by $20,000 or more with the excess being
covered by the Operating Reserve. The budget line was actually exceeded by
$28,750 in FY2018.

The FY2019 budget was increased $40,000 to replenish the Operating Reserve
from FY2018 and to provide additional resources for FY2019.

For FY2020, staff recommends decreasing this budget line back to $35,000, and
employing the same technique as used in FY2018 should the FY2020 General
Assembly Session require additional services.

C. Technology/Communications:
10. General Ledger/Financial Reporting & Investment Monitoring/Management

Systems:

One November 8, 2018, the Finance Committee recommended and the Authority
approved a budget adjustment to transfer $35,781 from the Operating Reserve to
obtain/implement Investment Management and Monitoring Services tools,
specifically Bloomberg Anywhere with Real Time Pricing and Inter Continental
Exchange (ICE) Best Ex Vantage Subscription during FY2019.
The FY2020 budget includes $35,781 to replenish the FY2019 Operating Reserve.
The annual ongoing costs of $48,210 for the Bloomberg and ICE investment
monitoring and management services has been included in the FY2020 budget.
The budget line also includes the annual costs for:

o Black Mountain, the General Ledger/Financial Reporting System

o Tracker, the Portfolio Management System.

11. IT Support Svc & Hosting: NVTA contracts with a third party provider to host,
manage, monitor and support the email, networking and workstation needs of the
office.

This budget line includes a one-time contract increase of 7.5% effective
11/1/2019 to extend the contract for three additional years with the current
service provider. The cost escalates once every three years with no further
escalation during the three year period. Increases in the number and capacity of



servers, computer memory capacity, workstations and processing capacity,
increase fees incrementally.

Effective with FY2020, the budget line includes the annual licensing costs of $851
for staff use of Adobe Acrobat software. Adobe changed their licensing
requirements which prevented the transfer of existing Adobe licenses to
replacement workstations. The category also includes NVTA’s Cox internet
connection at $185/mo.

12. GIS/Project Monitoring & Management/Modeling:

The FY2019 Budget included $60,000 for Phase 1 of the Project Implementation,
Monitoring and Management System. Phase 1 is the development of an Online
Application Form replacing an MS Excel based form.
Phase 1 is scheduled to be fully implemented by June 2019. The automated
application system will be available for the anticipated July 2019, Cali for Regional
Transportation Projects for the FY2024/FY2025 update to the SYP.
As discussed during the FY2019 budgeting process, Phase 2 and Phase 3 will be
implemented during the FY2020 budget cycle.
Phase 2, Project Status Monitoring has been added to the budget with a one-time
cost of $57,500. The Project Status Monitoring component will streamline the
currently manual process that uses MS Office. Phase 2 will enhance a critical
programmatic responsibility to ensure that the Authority’s 122 regional projects
which increase every two years, deliver their intended scope, on schedule, and
within budget.
The Project Status Monitoring phase will permit project sponsors to submit more
detailed and timely updates for projects which will facilitate the monitoring
process and provide increased transparency consistent with NVTA’s consistent
with NVTA’s priorities.
Phase 3, Online Dashboard has been added to the FY2020 budget with a one-time
cost of $57,500. The Online Dashboard, designed for public use, will include all
programmatic oversight details including project progress, fund utilization, public
meetings, and other details including GIS-based reporting.
Other than the Authority’s annual report, NVTA provides limited visualizations of
project status information. The NVTA website does provide an interactive
mapping tool, containing some project status information. However, most
information is historic and in a non-visual format (tabular or spreadsheet), with
limited interactive capabilities.
The FY2020 budget for this line item also includes $25,000 for the Annual
Maintenance cost for all three phases of PIMMS listed above. This cost includes
the hosting cost for PIMMS for the first year.

This budget line also includes the annual GIS maintenance contract cost and the IT

costs of installing the routine GIS updates.



13. Web Development & Hosting:

This category includes the maintenance and support costs for the Authority and
Transaction websites. It also includes costs for the Social Media services added
during the FY2019 budget process.

The 5 year web domain registration costs of $900 and $2,500 to adjust the Web
site for expected changes has been added for FY2020.

D. Administrative Expenses:
14. Dues & Subscriptions, Professional Development, and Industry Conferences:

The Professional Development/Training and Industry Conference accounts have
been merged into a single general ledger account for the FY2020 budget to
facilitate ongoing reporting.

The FY2020 budget for Memberships & Subscriptions is projected to increase
$1,950 due to the addition of an APTA and Public Relations membership.
Professional Development, Training and Conferences category is expected to
increase $2,500 due to the addition of a Government Social Media conference
deemed valuable to enhance NVTA’s communications plan.

15. Office Lease:

NVTA’s office lease with NVRC has an annual escalation of 2.5%. The current
lease expires in October 2019. As reviewed with the Committee at the
September 2018 meeting, the expectation is to renew the lease with NVRC
utilizing similar contract terms.

E. Operating Reserve:
16. The NVTA Debt Policy requires a 20% Operating Reserve. Changes in the base
budget result in year-to-year changes in this reserve.

F. Equipment Replacement Reserve:

17. Effective with the FY2017 Operating Budget the Authority approved an Equipment
Replacement Reserve to be funded at $4,500 per year. This reserve recognizes that
virtually all the Authority equipment and furnishings were purchased and placed in
service at the same time. This reserve is designed to provide funding for
replacements over time.

In June 2018, 4 of the 6 initially purchased laptops had to be replaced due to
inconsistent performance at a cost of $8,711.

In August 2018 an additional laptop was replaced.

The FY2020 budget includes the $4,500 annual equipment reserve allocation plus
$8,700 to replenish the reserve for the FY2018 expenditures.

The budgeted purchase of a GIS plotter was postponed due to an agreement with
NVRC to share their existing plotter. The $9,000 amount allocated for the plotter
was added to the equipment reserve in FY2018.



e The plotter has been experiencing issues and is expected to be replaced using the
funds in the Equipment Reserve in FY2019.

3. FY2019 Proposed Budget Initiatives:
Attachment 1 shows three initiatives proposed for FY2020. These include, additional
resources for Public Outreach & Regional Event Support (note 20), one additional finance
position (note 21) and two additional planning positions (note 22). The full costs of adding
the positions include compensation, technology, office space and administrative overhead
costs are noted in Attachment 1.

20. Public Outreach & Regional Event Support:

e Photography services is requested to increase $3,000 to $4,500 to enable the
Authority staff, in coordination with project sponsors, to begin capturing high
quality photographs and video of regionally funded projects for use in the Annual
Report and other outreach efforts.

e Staff is proposing increasing the budget $1,250 for ground breaking, ribbon
cutting and outreach commemorative items.

e Staff is proposing increasing the budget for the Annual Report by $6,000 in order
to enhance the graphics and produce a video highlights package to be available to
citizens and regional partners. Regional partners can then include the digital
version on their websites, newsletters and re-share on social media.

21. Financial Analyst Position Request Justification. The NVTA finance team is currently
comprised of three staff members; Chief Financial Officer, Assistant Finance Officer
and the Investment and Debt Manager. All staff members in both finance and
planning undertake their own clerical and support functions for their related
professional duties. The finance team supports all administrative duties of the
Authority.

Maintaining Excellent Professional Standards

The day to day operational demands of the Authority are making it difficult to meet
the emerging demands of a multi-billion dollar operation with a finance team of
three. For example:

e Initial efforts to develop the draft of Policy 29 — Project Activation, Monitoring
and De-Appropriation, requested by the Finance Committee, started in May 2017.
Policy development has been delayed due to competing priorities until February
2019.

e Separation of duties as an internal control mechanism has become increasingly
difficult due to the increase in transaction volume and value. As demonstrated
by:

o Investments alone will require 71 transactions to place $356.4 million buy
orders at $5 million each in FY2019.



These investment transactions will trigger 107 Tracker Portfolio System
Transactions, and; approximately 200 General Ledger transactions. This in
in addition to approximately 300 transactions which have been automated
through interfaces between the Tracker Portfolio System and the General
Ledger.

e Based on an average project reimbursement request of $394,000:

O

O

1,423 reimbursement valued at $560 million are expected in support of the
FY2014 through FY2017 funding programs.

727 reimbursements valued at $286 million are backlogged from their
original SPA expenditure schedule, making workload planning very
unpredictable.

The SYP will generate an estimated 1,332 reimbursement requests valued at
$525 miillion, just for FY2019 appropriations.

All reimbursements require review by a Planner and the Assistant Finance
Officer prior to being presented for CFO approval and payment.
Reimbursements require up to date certificates of insurance (COI) among
other verification requirements. Monitoring just COls and coordinating
compliance with project sponsors is currently taking an extraordinary
amount of NVTA staff time. This is one example of the items that have to be
verified on each reimbursement.

NVTA has made a commitment to attempt to turn reimbursement requests
around in 20 days.

e Several jurisdictions have indicated they will be using their 30% Local Distribution
Funds to increase staffing. It is hoped that this will expedite project progress with
a resulting increase in project reimbursements and completions.

e Jurisdictions staffing increases through the use of 30% funds will increase the
demands on the Authority staff in:

O
O
O

O

Responding to questions on appropriate use of 30% and 70% funds.
Increased complexity in 30% fund annual certifications.

Generate strategy discussions on navigating project changes while
maintaining compliance with Authority approved project scopes and annual
30% certification compliance.

Maintaining and updating relevant policies and procedures as the
transportation project environment evolves.

e NVTA finance team members, by the nature of their positions are responsible for
Authority financial policies related to:

O

O
O
)
O

Debt (Policy 9)

Financial Management (Policy 10)
Investments (Policy 13)
Continuing Disclosure (Policy 21)
Tax Compliance (Policy 23)



e NVTA Finance Team members are required to maintain licenses and certifications
and keep professional skills current. Meeting annual Continuing Professional
Education (CPE) credit requirements is becoming increasingly difficult. While
many of these courses are online, they require interactive responses during the
course to ensure attentiveness and earn required CPE credits.

e Meeting workload demands, while maintaining license, certification and
professional requirements has become progressively problematic. Therefore, the
ability of staff to maintain current professional standards has become weakened.

Ballooning Workload/Long Term Responsibilities

e NVTA’s finance team has to monitor adopted projects (represented in individual
SPAs) throughout their economic life. For many projects the economic life is
measured in decades and includes:

e 27 formally closed SPA’s valued at $110 million.

¢ 6 bond funded projects valued at $74.6 million, each requiring additional
individual annual reviews until calendar year 2034.

e 49 active SPAs valued at $560 million.

e Total requests for reimbursement are estimated 2,755 (all funding programs).

e 17 anticipated appropriations for FY2020 SYP plan year of $537.6 million

o  With 3 current requests to advance appropriations of $32.7 million from
FY2021 planned appropriations to FY2020.

e 11 remaining planned appropriations for FY2021/23 valued at $220.5 million.

e Development of a SYP, two year update funding strategy, when 83% of the
FY2018/23 SYP funding strategy is front loaded to FY2019/20 appropriations to
provide maximum project advancement opportunities while eliminating the need
for outside financing. (A strategy which saved $194 million in debt service costs.)

Single Points of Failure

e NVTA’s financial operation has too many single points of failure, with only a
marginal ability to mitigate for a short period of time. For example:

e This was demonstrated when the June 2018 retirement of the Investment and
Debt Manager required the suspension of investment portfolio purchases and
maturity reinvestments for 4 months.

e Given the expected volume of investment maturities ($180 million in six months
in FY2019), suspending investment activities for three months during that six
month period this fiscal year would result in a $640,000 decrease in portfolio
earnings.

e A long term, 2 week, unscheduled inability of the Assistant Finance Officer to
attend to duties would require the refocusing of the CFO’s efforts within 10
calendar days to just support:

o  Payroll & Staff Benefits
o General Accounting



O

Project reimbursement disbursements

Debt service payment transfers.

Depending on the time of month/time of year local distribution fund
disbursements (11 transactions, valued at $6.7 million monthly, or 132
transactions valued at $77.7 million annually) would need to be suspended.

¢ Depending on time of year and or fiscal cycle outside accounting support would
be required for:

e Financial statement preparation

e External audit support

e Tax filing compliance

22. Regional Transportation Planner Position Request Justification (Two Positions)
The request for two Regional Transportation Planner positions is presented as an
executive summary below and in full detail in Attachment 2.

e Executive Summary, Overview

(o]

(0]

Transportation planning (TransAction) and programming Six Year Program (SYP) are
widely recognized as NVTA’s two primary responsibilities.

= By extension, these responsibilities are therefore the primary responsibilities of
the Authority’s three person transportation planning team.

= These responsibilities include Standard Project Agreement (SPA) and project
oversight and reporting, reimbursement requests, project evaluations,
consultant oversight, committee support, and many other regionally focused
responsibilities.

In addition to TransAction and the Six Year Program, NVTA’s transportation
planning staff have numerous secondary responsibilities, consistent with NVTA’s
role as the regional transportation planning entity for Northern Virginia.

= These include coordination of monthly transfers and annual program funding
coordination related to Federal funding through CMAQ and RSTP.

*  Planning staff have significant roles in the development of NVTA’s Annual
Report and the annual Joint Commission on Transportation Accountability
(JCTA) report, and planning and execution of the Annual NoVA Transportation
Roundtable, in conjunction with ITS Virginia.

e Achieving TransAction and Six Year Program Updates Expectations

o]

The next Six Year Program update cycle (July 2019 thru June 2020) will overlap with
preparatory and early procurement activities for the next TransAction update.

The subsequent Six Year Program update cycle (July 2021 thru June 2022) will fully
overlap with development of the next TransAction update. Compounding this
challenge is an expanding workload, driven by an increasing portfolio of approved
SPAs/projects, and the addition of new responsibilities and enhanced service
offerings.

Previously, these activities were done in sequence. In the future major portions of
these responsibilities will be occurring concurrently. This will make FY2020 (and
FY2021 thru FY2022) busier for the Authority’s transportation planning staff than
any of the past several years.



e Maintaining Excellence

(o]

While NVTA’s transportation planning staff have accomplished much since 2014,
oftentimes this has been achieved by placing significant task responsibilities on
single individuals, with little or no staff backup.
Extended staff absence due to sickness, family illness, jury service, planned
vacation, or other unforeseen events at critical points in time such as FOIA requests
and computing and/or communications disruptions can lead to single points of
failure that can only be mitigated for short periods of time and create risks for the
Authority.
These risks jeopardize being able to complete TransAction updates and Six Year
Program Updates concurrently.
While NVTA has been fortunate in avoiding extended staff absences to date, the
loss of an individual who has sole responsibility for an activity will be detrimental to
continuity of business operations.
The Authority is vulnerable to the increasing possibility of:
= Schedule delays and decline in robustness of analyses and related
recommendations associated with TransAction and the Six Year Program;
= |ncorrect, inaccurate, and delayed payment of reimbursement requests;
= Delays to non-urgent tasks, potentially for extended periods of time; and
= Work-life balance may be negatively affected, leading to staff recruitment and
retention challenges. This in turn will reduce the institutional knowledge and
operational efficiency of the team.
Work-balancing actions are underway to achieve a degree of resiliency in the
transportation planning team. Continuity of business operations is also being
addressed. However, with just three planners covering such a wide range of
primary and secondary responsibilities, two additional planners are now required
to avoid jeopardizing the ability to maintain five-year and two-year update cycles
for TransAction and the Six Year Program respectively.

Next Steps: With the Finance Committee guidance, NVTA staff will continue meeting and
discussing the proposed budget initiatives with jurisdictional staff, with a presentation at the
March 21, 2019 Finance Committee.

Attachments:

1. Base/Proposed FY2020 Operating Budget
2. Regional Transportation Planner Position Justification
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Attachment 1

Northern Virginia Transportation Authority
Base/Proposed FY2020 Operating Budget
Adopted Proposed Base Budget Proposed Budget Budget
|INCOME: Budget FY2019 Budget FY2020 Note w/FY2020 Initiatives Note
Budget Carryforward including Operating Reserve $ 394,081 | § 444,138 3 444,138
330100 Contribution Member Jurisdiction 2,203,248
330000 Other Income
Total Income $ 2,597.329 | $ 444,138 $ 444,138
Adopted Proposed Base Budget Proposed Budget Budget
EXPENDITURES: Budget FY2019 Budget FY2020 Note w/FY2020 Initiatives Note
10000 el E: i
110 Salaries-Regular Pay s 1,151,522 | § 1,209,032 1 5 1,474,032 21/22
130 Health & Dental Benefits 160,224 168,235 2 243,109 21/22
131 Payroll Taxes 88,241 92,579 1 112,878 21/22
132 Retirement VRS 90,687 98,053 3 120,377 21/22
133 Life Insurance 14,998 15,752 4 19,223 21/22
134 Flex Spending/Dependent Care 685 685 874 21/22
135 Workers Comp 1,267 1,330 1 1,621 21/22
137 Disability Insurance 16,641 15,154 4 16,654 21/22
Personnel Subtotal 3 1,524,265 | § 1,600,820 $ 1,988,769
420000 Professional Service
210 Audit & Accounling $ 28500 | $ 29,500 5 3 29,500
220 Bank Service 750 750 750
230 Insurance 5,905 6,081 6 6,081
240 Payroll Service 1,800 1,826 2,606 21722
260 Public Outreach & Regional Event Support 37,500 56,500 7 66,750 20
261 Legal Services/Bond Counsel 65,000 25,000 8 25,000
262 Financial Advisor Services 75,000 35,000 9 35,000
263 Bond Trustee Fees 2,700 2,700 2,700
264 Legislative Services 62,000 62,000 62,000
265 [nvestment Custody Fees 25,000 25,000 25,000
Professional Sul I $ 304,155 | $ 244,357 3 255,387
430000 Techno! ‘ommunication
310 GL Financial Reporting & Invest Monitoring/Mgt Systems 3 16,500 | $ 98,631 10 $ 98,631
320 HW SW & Peripheral Purchase - - 5,600 21/22
330 IT Support Svc Inct Hosting 19,631 20,806 11 23,254 21/22
335 GIS/Project Monitoring & Management/Modeling 69,316 150,232 12 150,232
340 Phone Service 7,920 7,920 10,116 2122
350 Web Development & Hosting 7,897 9,756 13 9,756
Subtotal Technology/C: ication $ 121,264 | $ 287,345 3 297,589
440000 Administrative Expenses
410 Advertisement 3 1,500 | $ 1,500 $ 1,500
411 Memberships & Subscriptions 6,890 8,844 14 10,544 21/22
412 Duplication & Printing 15,640 16,640 16,640
413 Furniture & Fixture - - 8,100 21/22
414 Hosted Meetings 3,600 3,780 3,780
415 Mileage/Transportation 10,950 10,950 11,450 21/22
416 Misc Expenses - -
417 Office Lease 138,406 142,161 15 188,761 21/22
418 Office Supplies 6,400 7,465 8,065
419 Postage & Delivery 700 700 700
420 Professional Develop, Training & Conferences 19,420 21,950 14 23.650 21/22
Sub I Ad ative Exp $ 203,506 | $ 213,990 $ 273,190
Expenditure Subtotal 2,153,190 2,346,512 2,814,934
Operating Reserve (20%) 3 430,638 | $ 469,302 16 3 562,987 16
Equipment Replacement Reserve 13,500 26,986 17 3 26,986
Reserve Subtotal 444.138 496.288 589,973
Total Expenditures $ 2,597,329 | $ 2,842,800 3 3,404,907
Cost Allocations $ 2,203,248 | $ 2,398,662 3 2,960,769
Member Jurisdiction Support FY2019 Adopted FY2020 Base Budget Proposed Budget Budget
Budget A 2 Budget A * Note w/FY2020 Initiatives Note
Arlington County 3 212,173 | § 230,991 - 285,122
Fairfax County 1,021,646 1,112,260 1,372,909
Loudoun County 338,639 368,674 455,070
Prince William County 400,991 436,557 538,860
City of Alexandria 144,313 157,112 193,930
City of Fairfax 20,931 22,787 28,127
City of Falls Church 12,779 13,912 17,172
City of Manassas 37,676 41,017 50,629
City of Manassas Park 14,101 | $ 15,351 18,949
$ 2,203,248 | $ 2,398,662 $ 2,960,769

Revised: 2/13/2019

r 2018 Population Estim percenti

by Weldon Cooper Center for Public Service

Cost Allocations are based on the 2015 Population Estimates published on January 27, 2016




Attachment 2

Regional Transportation Planner Position Request Justification (Two Positions)

Executive Summary

Overview

Transportation planning (TransAction) and programming Six Year Program (SYP) are widely recognized
as NVTA’s two primary responsibilities. By extension, these responsibilities are therefore the primary
responsibilities of the Authority’s three person transportation planning team. These responsibilities
include Standard Project Agreement (SPA) and project oversight and reporting, reimbursement requests,
project evaluations, consultant oversight, committee support, and many other regionally focused
responsibilities.

In addition to TransAction and the Six Year Program, NVTA’s transportation planning staff have
numerous secondary responsibilities, consistent with NVTA’s role as the regional transportation planning
entity for Northern Virginia. These include coordination of monthly transfers and annual program
funding coordination related to Federal funding through CMAQ and RSTP. Planning staff have
significant roles in the development of NVTA’s Annual Report and the annual Joint Commission on
Transportation Accountability (JCTA) report, and planning and execution of the Annual NoVA
Transportation Roundtable, in conjunction with ITS Virginia.

Achieving TransAction and Six Year Program Updates Expectations

The next Six Year Program update cycle (July 2019 thru June 2020) will overlap with preparatory and
early procurement activities for the next TransAction update. The subsequent Six Year Program update
cycle (July 2021 thru June 2022) will fully overlap with development of the next TransAction update.
Compounding this challenge is an expanding workload, driven by an increasing portfolio of approved
SPAs/projects, and the addition of new responsibilities and enhanced service offerings. Previously, these
activities were done in sequence. In the future major portions of these responsibilities will be occurring
concurrently. This will make FY2020 (and FY2021 thru FY2022) busier for the Authority’s
transportation planning staff than any of the past several years.

Maintaining Excellence

While NVTA’s transportation planning staff have accomplished much since 2014, oftentimes this has
been achieved by placing significant task responsibilities on single individuals, with little or no staff
backup. Extended staff absence due to sickness, family illness, jury service, planned vacation, or other
unforeseen events at critical points in time such as FOIA requests and computing and/or communications
disruptions can lead to single points of failure that can only be mitigated for short periods of time and
create risks for the Authority. These risks jeopardize being able to complete TransAction updates and
Six Year Program Updates concurrently.

While NVTA has been fortunate in avoiding extended staff absences to date, the loss of an individual
who has sole responsibility for an activity will be detrimental to continuity of business operations. The
Authority is vulnerable to the increasing possibility of:
e Schedule delays and decline in robustness of analyses and related recommendations associated
with TransAction and the Six Year Program;
e Incorrect, inaccurate, and delayed payment of reimbursement requests;
e Delays to non-urgent tasks, potentially for extended periods of time; and



e Work-life balance may be negatively affected, leading to staff recruitment and retention
challenges. This in turn will reduce the institutional knowledge and operational efficiency of the
team.

Work-balancing actions are underway to achieve a degree of resiliency in the transportation planning
team. Continuity of business operations is also being addressed. However, with just three planners
covering such a wide range of primary and secondary responsibilities, two additional planners are now
required to avoid jeopardizing the ability to maintain five-year and two-year update cycles for
TransAction and the Six Year Program respectively.

Proposed Planner Staffing Detail

Primary Responsibilities

Transportation planning and programming are widely recognized as NVTA’s two primary
responsibilities. By extension, these responsibilities are therefore the primary responsibilities of the
Authority’s transportation planners, and include:

e TransAction: the Authority’s long range, multi-modal transportation plan for Northern Virginia.
The current version was adopted in October 2017. TransAction is updated on a five-year cycle.
The Authority can only allocate regional revenues to projects that are included in TransAction.

o TransAction is both fiscally and geographically unconstrained, meaning it includes
regional projects that are critical to addressing future travel demand in Northern Virginia,
even if their cost exceeds the Authority’s direct funding resources and they are located
beyond Northern Virginia. It is noted that TransAction includes 352 regional projects
with an estimated total cost of $43.2 billion.

o Consistent with transportation planning agencies in metropolitan and other areas across
the nation, greater emphasis will be required in the next TransAction update on emerging,
technology-driven travel behavioral trends.

o Development of the next TransAction plan will be necessarily more complex and
extensive than the current version, due in part to the need for more sophisticated analysis,
and higher levels of engagement. Consequently, TransAction may be contractually
divided into two separate but integrated components — a technical services contract and a
public engagement services contract.

o Pre-contract preparatory activities for the next update are already underway. Formal
procurement activities will begin in spring 2020 (FY2020) with consultant selection in fall
2020 (FY2021). Adoption must occur by the end of calendar year 2022 (FY2023) in order
to maintain the five-year schedule.

e Six Year Program: This is the Authority’s program that prioritizes the allocation of regional
revenues to the highest performing regional projects. The Authority adopted its first full Six Year
Program in June 2018 (using six years of regional revenues for FY2018 thru FY2023). Moving
forward, it will be updated every two years (starting with two years of regional revenues for
FY2024 and FY2025.)

o The Six Year Program is both fiscally and geographically constrained, meaning that the
Authority can only allocate funds included in its approved regional revenue budget, and
selected projects must be substantially or wholly located in Northern Virginia

o Future Six Year Program updates are expected to be even more competitive than for the
inaugural Six Year Program, due to the anticipated high level of funding requests and the
reduced amount of funding available. It is noted that the inaugural Six Year Program



generated applications for more than 60 candidate projects with approximately $2.5 billion
in associated funding requests.

Future Six Year Program updates will additionally need to address the ‘Long Term
Benefit’ requirement included in HB2313. The Authority approved principles to address
the Long Term Benefit requirement in December 2014. These principles must be
developed into an actionable process that will, in turn, be incorporated into the project
selection process.

Long Term Benefit must move from principles to policy then procedure which will require
extensive regional coordination and collaboration. This will be an entirely new activity
which must occur while preparing both TransAction and SYP updates.

Many of the above requirements necessitate the use of advanced modeling and simulation
tools and extensive project evaluations in both the TransAction and Six Year Program
development processes.

Subject to future Authority action, and assuming on-time completion of the
Commonwealth’s current SMART SCALE cycle, the next Six Year Program update is
expected to formally commence with a Call for Regional Transportation Projects (CIRTP)
in early July 2019 (FY2020).

Jurisdictions, agencies, and other eligible regional entities will have until the end of
September 2019 to submit online applications (end of November 2019 for governing body
resolutions) using the Authority’s new Program Monitoring and Management System
(PMMS).

NVTA staff will need to conduct detailed evaluations during fall/winter calendar
2019/2020 (FY2020), followed by extensive public and committee engagement during
spring 2020 (FY2020). Program adoption is scheduled for June 2020 (FY2020).

Future updates to the Six Year Program will occur on a two year cycle, starting with a
CfRTP in July 2021.

The TransAction and Six Year Program development processes are necessarily complex due to numerous
requirements contained in the Virginia Code, such as the Authority’s founding legislation in 2002,
HB599 (2012) and HB2313 (2013).

Regional Collaboration

NVTA has an effective committee structure that fosters regional collaboration and objective inputs. The
committees function through specific responsibilities to contribute in the development processes for
TransAction and the Six Year Program including:

Technical Advisory Committee (statutory)

Planning Coordination and Advisory Committee (statutory)

Planning and Programming Committee (standing)

Transportation Technology Committee (advisory, reports to the ED)

Regional Jurisdiction and Agency Coordinating Committee (advisory, reports to the ED)

It is noted that the next Six Year Program update cycle in July 2019 thru June 2020 (FY2020) will
overlap with preparatory and early procurement activities for the next TransAction update. The
subsequent Six Year Program update cycle July 2021 thru June 2022 will fully overlap with development



of the next TransAction update. FY2020 (and FY2021 thru FY2022) will be as busy for the Authority’s
transportation planning staff as any of the past several years.

In addition to overall development of TransAction and the Six Year Program, the transportation planning
team’s responsibilities directly related to transportation planning and programming include:

e Review and evaluation of responses to each CfRTP, including pre-submittal reviews of draft
applications.

e Development of project selection recommendations.

e Development, review, and approval of Standard Project Agreements (SPAs) for each approved
project. With the adoption of the Six Year Program, there are 122 SPAs, or contracts covering 95
discreet projects across the nine member jurisdictions, four of the five largest Towns, transit
agencies and other regional entities.

e Identification and mitigation of project/SPA scope, schedule, and budget changes, and other risks.

e Review and approval/rejection of reimbursement requests associated with each SPA. Ultimately
each SPA must be formally closed out from a financial perspective, although project oversight
continues well beyond SPA financial closure.

Attendance at all public information meetings and hearings associated with projects/SPAs.
Participation in project/SPA technical meetings.

SPA/project monitoring, including monthly and quarterly reviews and reporting with associated
follow up actions. In the near future this will be expanded and enhanced when the phase 2 of the
PMMS is complete.

e Development and maintenance of GIS-based interactive project maps on the Authority’s websites.
Update and maintain databases associated with PMMS.

e Participation in regular (approximately quarterly) regional project briefings with individual
jurisdictions and agencies.

e Preparation for, and participation in, public and stakeholder engagement activities, including the
Authority’s Open Houses and Public Hearings, and Jurisdictional Town Hall meetings and
briefings. Transportation planners are responsible for reviewing and summarizing public
comments received.

Responding to information requests from citizens and stakeholders, including FOIA requests.
Procurement and management of consultants.

Supporting NVTA-hosted events such as SPA development workshops.

Supporting (and occasionally participating in) project groundbreakings and ribbon cuttings.

These three staff must coordinate the activities of the five NVTA Committees (listed above) that are
engaged in TransAction and the Six Year Program. In addition, these staff are responsible for developing
and presenting TransAction and the Six Year Program information and action items to the Authority.

Secondary Responsibilities
The foregoing addresses the activities of NVTA’s three transportation planning staff with respect to the
Authority’s primary responsibilities of transportation planning and programming. However, these three
staff have further responsibilities, consistent with NVTA’s role as a regional transportation entity, such
as:
e Coordination of monthly transfers and annual strawman related to federal funding programs
(CMAQ and RSTP).



Supporting the development of NVTA’s Annual Report and the annual JCTA report, including
summaries of projects funded by local (30 percent) revenues.

Planning and execution of the Annual NoV A Transportation Roundtable, in conjunction with ITS
Virginia.

Preparation of grant requests, e.g. SMART SCALE. In FY2020, it is anticipated that NVTA’s
transportation planners will be involved in leading the development of the RM3P project, funded
with Commonwealth ITTF funds.

Supporting regional initiatives such as the ongoing WMATA’s Bus Transformation Project, and
the now-completed East-West Corridor Integrated Corridor Management project, led by VDOT.
Supporting content updates to the Authority’s website, and irregular oversight of social media.
Supporting external communications by preparing factual content, talking points, etc. for the
Executive Director and/or Communications Manager. Also supporting Communications Manager
in responding to media requests for information.

Representing the Authority by manning booths at events such as CTB meetings, or making
presentations at Town Hall meetings organized by local elected officials.

Conducting data analyses and GIS-based visualizations related to transportation trends in
Northern Virginia, including the use of RITIS data, Streetlight Data, and other readily available
GIS data.

Supporting NVTA initiatives such as economic impact studies.

Supporting the development of, and annual updates to, the Authority’s Five-Year Strategic Plan.
Monitoring of non-NVTA funding allocations to NoVA projects.

Participation in monthly governing body and staff coordination meetings for other regional
entities such as TPB, NVTC, and to a lesser extent PRTC, VRE, and WMATA.

Coordination and participation in the regional transportation modelers group.

Preparation of content for the bi-weekly ‘Driven by Innovation’ eblast.

Responding to ad-hoc questions and information requests from jurisdiction and agency staff.
Professional development activities, including presentations and attendance at regional, state, and
national transportation conferences.

Expanding Workload/Long Term Responsibilities
NVTA’s transportation planning and programming team is preparing for the next update cycles for
TransAction and the Six Year Program. In FY2020, this necessitates some significant, overlapping tasks:

Development of a Six Year Program update, with associated consultant task order for congestion
reduction relative to cost analysis and, potentially, Long Term Benefit analysis.
Development of an enhanced statement of work for the next TransAction update, and related
procurement activities. Two significant inputs to the statement of work, both led by the
Authority’s transportation planning staff, will be:
o Authority ‘Listening Session’ scheduled for September 2019
o Review and, if necessary, Authority approval of the TransAction vision statement and
associated goals. This activity is scheduled during fall 2019.
Other pre-procurement activity by NVTA staff during FY2020 includes pre-cursor transportation
modeling research and research on a variety of other pertinent topics, such as:
o First/last mile opportunities and impacts, including non-motorized, personal motorized,
micro-transit
o Connected, Autonomous, Shared, Electric (CASE) vehicles



Impact of Transportation Network Companies on vehicle ownership, travel behaviors
Impact of Transit Signal Priority on operational performance
Regional demographic trends

o Regional travel trends
Repeat of the outsourced TransAction-related Tracking Survey, previously conducted in late 2015
and again in late 2016, targeted for November/December 2019. The updated Tracking Survey
will provide important inputs to the development of an enhanced statement of work for the next
TransAction update. [Note the period of performance for the current AECOM contract expires in
July 2020.]
Development of the above-mentioned supplement to the Authority’s Annual Report, summarizing
transportation metrics and trends in Northern Virginia. This will necessitate a number of data
analyses and is ultimately expected to be integrated into the Authority’s dashboard. It will likely
provide an opportunity to visualize Long Term Benefit, and serve as a long term aid to
understanding the impact of the Authority’s regional transportation investments.
A longer term goal for the transportation planning and programming team continues to include
the development of in-house capabilities in transportation modeling. Transportation planners
continue to work closely with regional and jurisdictional partners to ensure the optimal path
forward is identified, with execution in FY2021. However, it is important to start to build staff
capacity and capabilities in FY2020.

O O O

In addition to these new activities, the Authority’s transportation planners will continue to monitor
adopted projects (represented in individual SPAs) throughout their economic life. For many projects the
economic life is measured in decades and includes:

27 formally closed SPA’s valued at $110 million.
6 bond funded projects vatued at $74.6 million which require additional annual reviews until
calendar year 2034.
49 active SPAs valued at $560 million.
16 FY2019 Six Year Program (SYP) appropriated SPAs valued at $527.2 million
17 anticipated appropriations for FY2020 SYP plan year of $537.6 million

o With 3 current requests to advance appropriate $32.7 million from FY2021 planned

appropriations to FY2020.

11 remaining planned appropriations for FY2021/23 valued at $220.5 million.
Development of a SYP, two year update funding strategy, when 83% of the FY2018/23 SYP
funding strategy is front loaded to FY2019/20 appropriations to provide maximum project
advancement opportunities while eliminating the need for outside financing. (A strategy which
saved $194 million in finance costs.)
Backlog of $652 million in projected but unmaterialized project reimbursements from FY2014
through February of FY2019.

It is increasingly difficult to initiate completely new tasks, unless they are closely related to primary
responsibilities, such as Long Term Benefit.



Single Points of Failure
Day to day execution of these primary and secondary responsibilities currently rests with just three staff —

two Transportation Planners, both reporting to a Principal.

While NVTA’s transportation planning staff have accomplished much since 2014, oftentimes this has
been achieved by placing significant task responsibilities on single individuals, with little or no staff
backup. Extended staff absence due to sickness, family illness, jury service, planned vacation, or other
unforeseen events at critical points in time such as FOIA requests and computing and/or communications
disruptions can lead to single points of failure that can only be mitigated for short periods of time and
create risks for the Authority. While NVTA has been fortunate in avoiding extended staff absences to
date, the loss of an individual who has been solely responsible for an activity could be detrimental to
continuity of business operations. For example:

e Schedule adherence for primary responsibilities is extremely vulnerable to single points of failure.
For example, project management responsibilities for TransAction, the Six Year Program, and the
other funding programs that preceded it have rested with a single person with no back-up in place.
A single point of failure could lead to schedule delays that will affect project selection
recommendations and potentially Authority adoption, management (and possibly cost) of
consultant contracts, and sub-optimal engagement with citizens and stakeholders.

e The Authority has allocated almost $2 billion in regional revenues to date, using a project
selection process comprising quantitative and qualitative components. Data-driven processes are
only as good as the data, methodologies, and quality control on which they are based, and are
particularly vulnerable to single points of failure. In order to maintain a five-year cycle for
TransAction and two-year cycle for updates to the Six Year Program, it is critical that the
Authority can continue to depend on robust analyses and recommendations.

¢ $2 billion in regional funding allocations will eventually result in the same level of
reimbursement requests. Diligence and accuracy are essential in processing these requests, as is
the ability to achieve or exceed the SPA-mandated 20-day payment terms. Single points of
failure jeopardize correct, accurate, and timely payment of reimbursement requests.

e Allocation of NVTA’s transportation planning resources is prioritized for the Authority’s primary
responsibilities, and other important time-sensitive needs. Consequently, non-urgent tasks can be
delayed, often for extended periods of time. One example is the finalization of the detailed
TransAction Technical Report, which was not completed until October 2018 — one year after
adoption of TransAction — as a result of other demands on NVTA staff availability. Even now,
contractual loose ends remain related to TransAction. Another example is the development of a
supplement to the Authority’s Annual Report summarizing transportation metrics and trends in
Northern Virginia.

e Work-life balance may be negatively affected, leading to staff recruitment and retention
challenges. This in turn will reduce the operational efficiency of the team.

Work-balancing actions are underway to achieve a degree of resiliency in the team. Continuity of
business operations is also being addressed. However, with just three planners covering such a wide
range of primary and secondary responsibilities, two additional Regional Transportation Planners are
now required.
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NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

MEMORANDUM

TO: Chairman Parrish and Members of the NVTA Finance Committee

FROM: Michael Longhi, Chief Financial Officer

DATE: February 15, 2019

SUBJECT: Draft Policy 29 — Project Activation, Monitoring and De-Appropriation

I.  Purpose. To seck the Northern Virginia Transportation Authority (NVTA) Finance
Committee guidance on proceeding with the development of a policy regarding project
activation, monitoring and funding de-appropriation.
II. Discussion.
a. The proposed policy is modeled after, and combines elements of, two

previously adopted policies: Policy 24 — Standard Project Agreement
(SPA) Activation and Policy 25 — FY2017 Program First Drawdown
Commitment.
The proposed draft policy will supersede and replace both Policy 24 and
Policy 25.
In June 2018, an early softcopy of Draft Policy 29 — Project Activation,
Monitoring and De-Appropriation was circulated to member jurisdictions
and transit agencies for comment.
Comments from all respondents (5 jurisdictions and 2 transit agencies) were
consolidated, circulated and discussed at the January 2019, Regional
Jurisdiction and Agency Coordinating Committee (RJACC). A summary of
comments is included in Attachment 1.
The RJACC draft discussion of received comments was very beneficial and
affirmative, resulting in the draft included as Attachment 2.
The draft in Attachment 2 shows changes since the last version presented to the
Finance Committee in June 2018.
The most significant point of discussion is to reach consensus on the term
Substantive Drawdown.
The difficulty acknowledged by everyone assisting with the policy development
is to have a definition which is:
i. Meaningful enough to act as a benchmark.
ii. Relevant to projects of all sizes, modes and complexities.
iii. Flexible for when the Authority funds a component of a larger project
or, when a project sponsor has multiple funding sources.
iv. Reliable over time since the Authority is funding projects which will not
start for several years.



III. Next Steps. With Finance Committee guidance, NVTA staff will present the proposed
changes at the next RIACC meeting (end of February). Depending on the feedback at
that meeting the draft will come back to the Finance Committee at the next meeting
(potentially March or April) for a recommendation to the Authority.

Attachment: Policy 29 — Project Activation, Monitoring and De-Appropriation (DRAFT)
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Attachment 2.

NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

Policy Number 29 — Project Activation, Monitoring and De-Appropriation

Purpose. The purpose of this policy is to provide a mechanism for the Authority to
monitor project activation, progress and appropriation in accordance with project
descriptions and Standard Project Agreements (SPA). The monitoring activities in the
policy are designed to set benchmarks and guidelines for the evaluation of de-
appropriation (cancellation) of project funding.

—Expenditure reimbursement requests presented later than the existing cash flow schedule
(as documented on the SPA Appendix B form), result in disruption of the Authority’s
cash management. liquidity and investment programs.

Expending tax exempt financing through bonds issued by the Authority later than
originally projected. may present Internal Revenue Service arbitrage compliance issues.

Undertaking any form of debt to meet project sponsor expenditure projections that do not
materialize. will result in unnecessary debt service expenses. reducing PayGo funds for
other projects.

Key Definitions.

A. Adopted Project — A project which has been approved by the Authority for
inclusion in the Six Year Program, and updates, but for which an appropriation
has not been made.

B. Appropriation - The formal approval for the expenditure of public funds by the
governing body of a governmental jurisdiction. Appropriations are made for the
full amount of a project in the first fiscal year the project is approved for funding,
by the Authority.

C. Appropriated Project - A project which was approved for inclusion in the Six
Year Program and which has received an appropriation for the project amount.

D. De-appropriate — Removal of an appropriation resulting in the cancellation of
the project.

E. Project Sponsor — Jurisdiction, Agency or representative submitting a project
request to the Authority which was subsequently adopted.

F. Six Year Program - The Six Year Program (SYP) is a short-term constrained
funding program which has been formally adopted for the development or
acquisition of a series of regionally significant transportation improvement
projects. The SYP has specific planned projects, each of which is identified for
specific amounts of funding, starting in specific fiscal years.

G. SYP Updates - Updates to the Six Year Program are expected to occur
approximately every two years, on a schedule approved by the Authority. SYP
updates will add additional adopted projects approximately four to five years
ahead of the expected appropriation.

@



G-H. Substantive drawdown — A request for reimbursement which through the
incurrence of directly relevant project costs clearly demonstrates project start up
and/or progress. The Executive Director may accept the documented expenditure
of funds from other sources. directly appropriated to the project. as a substitute for
the expenditure of Authority funds.

ITII. General.
A. This policy will be in effect for all Regional Revenue Fund projects approved by
the Authority and supersedes Policy 24 and Policy 25.
B. There are three milestones which the Authority will use to assess project progress:

1. Standard Project Agreement (SPA) approval by the Authority for a project
within three months of the appropriation of Regional Revenue Funds.'

2. Project activation/progression documented through monthly updates
submitted to NVTA and reported in the Executive Director’s monthly
report to the Authority for appropriated projects.

3. Project sponsor’s submission of an initial substantive drawdown on
appropriated fundsinitial-expenditure-reimbursementrequest within 12
months of the initial appropriation of Regional Revenue Funds,
demonstrating meaningful project progress.

C. For any project at risk of missing one of these three milestones, the project’s
sponsor may request an extension of time from the Executive Director.

D. The Executive Director may request additional information from the project
sponsor in making a decision on an extension recommendation.

E. Agreement on project status will be sought with the implementing jurisdiction or
agency.

F. If agreement is not reached, the Executive Director may take a project de-
appropriation recommendation to the Finance Committee prior to referral to the
Authorlty for actlon

. sehedul&{asdeemnea%heé%@p&n&%%ﬂ%Hn—éﬁmpm
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PayGo-funds-for-otherprojects:
&G. Project sponsors must keep their SPA-Appendix B forms up to date.
Appendix B’s can be updated in accordance with Policy 20. I1I B. 2.
K=H. All funds de-appropriated from actions taken under this policy will remain
in the Regional Revenue Fund for future appropriation by the Authority.

! For example, a project approved in year four of the Six Year Program, must have its SPA approved within three
months of the Authority’s appropriation action for year four as opposed to within three months of the adoption of
the Six Year Plan.



I._Projects which had funds de-appropriated may reapply for funding during the next

call for projects. Such applications will need to meet the application requirements
of that SYP update cycle.

EJ.

The Executive Director may extend SPA deadlines for adopted projects in

proportion to the number of months no meetings were held by the Authority

within the next three months after project appropriations.

IV. Responsibilities.

A. Project sponsoring jurisdiction or agency primary responsibilities:

=

2.

20

Completion of SPAs within three months of Authority appropriation of
Regional Revenue Funds to the project.

Document project activation/progression on appropriated projects through
monthly updates submitted to NVTA for inclusion in the Executive
Director’s monthly report to the Authority.

Submittal of fizst-initial substantive drawdown on appropriated projects
within 12 months of the Authority’s appropriation of Regional Revenue
Funds for the project.

Proactively inform the Executive Director of material circumstances
which may delay or otherwise impede the prospects for successful start,
draw down of project funds or completion of adopted and appropriated
projects included in the SYP.

Proactively inform the Executive Director of appropriated project
scheduling issues, providing a revised timeline to be submitted on SPA
Appendix A forms with action steps required for timely completion of the
project.

Proactively inform the Executive Director of adopted project scheduling
issues, providing information as to a revised timeline to be submitted with
action steps required to timely project completion.

Proactively request cancellation of an appropriated or adopted project if
the project sponsor determines the project is no longer necessary or
executable.

Provide additional project information upon request.

Provide continued updates as necessary to the project SPA - Appendix B
form (Tables B-2 and B-3) reimbursement timing/schedule for
appropriated projects.

B. NVTA Executive Director.

1.

2.

Monitor project progress through requests for reimbursements and
submission of project activation/progress reports by project sponsors.
Include a report of appropriated project status in the Executive Director’s
monthly report to the Authority. Status reports will be consistent with
project progress documented by project sponsors, unless otherwise noted.
Receive notice from project sponsors of possible delays in submitting
drawdown requests or activating/progressing the project by the deadline.



4. Request information, when required, to evaluate project sponsor notice of
. delay or to request information on delay.

5. Receive and evaluate notices from project sponsors of adopted projects
included in the SYP which are facing schedule or other risks which may
impede their successful completion.

6. Accept requests for appropriated or adopted project cancellations from
project sponsors and forward with a recommendation to the Finance
Committee in advance of submission to the Authority with a
recommendation to accept or reject the request.

7. Evaluate requests for extension of time or other accommodations
requested by project sponsor.

8. Make recommendations to the Finance Committee on project de-
appropriations to be referred to the Authority.

Approval by the Finance Committee:

Approved by Northern Virginia Transportation Authority:



NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

MEMORANDUM

TO: Chairman Parrish and Members of the NVTA Finance Committee
FROM: Richard Stavros, Investment & Debt Manager

DATE: February 15, 2019

SUBJECT: Investment Portfolio Report

1) Purpose: To provide the Northern Virginia Transportation Authority (NVTA) Finance
Committee with required reports on investment activities and portfolio performance
through January 31, 2019.

2) Background:

a. This report is on investment activity through January 2019 and affirms the portfolio
investments were acquired on the basis of safety, liquidity and then yield. This report
summarizes the portfolio structure, and adherence to the NVTA Investment Policy.

b. Additionally, a monthly report is attached which complies with all reporting
requirements prescribed in the NVTA Investment Policy.

3) Current Period Reports:
a. The safety of the portfolio is reflected in the actual composition of the portfolio as
shown below:

Northern Virginia Transportation Authority
Distribution by Asset Category - Book Value
Report Group: Regional Revenue

Begin Date: 11/30/2013, End Dale: 1/31/2019

Assetl Cateqory Allocation

Book Value % of Portfolio Book Value % of Porttolio

Asset Category 1113012018 1173012018 113172019 1121/2019

CD - Bank 60% Maximum 40,000,000,00 423 50,000,000 00 513

CD - Negotiable 25% Maximum 35,002,757.30 370 65,001.643.02 667
Commercial Paper 30% / 5% Maximum 44,236.004.03 468 69,212,720 97 710
Corporate Notes 50% Maximum 348,321.513.04 36.36 298,930,300.71 3067
LGIP 100% Maximum 87.391.446.91 925 42,159 326 09 433

Money Market 50% Maximum 162,493 273.02 17.20 157,408,948 88 1615
US Agency 100% Maximum 167,795 321 50 1776 172,719.736.01 1772
US Treasury 100% Maximum 59,709 146.15 632 118,112,576 27 1222
Total / Average 944,949,461,95 100.00 974,545,260.95 100.00

Portfolio Holdings as of 11/30/2018

Portfolio Holdings as of 113172019

@ 4.239%-CD - Bank 60% ..,
3.79%-CD - Nagotiabla...
® 4,689%-Commercial Pap.
® 356.86%-Corporata Notu
W 9.25%-LGIP 1009 Maxl..

17.2%-Monay Market ...
® 17.76%-US Agency 10.
® 6.32%-US Traasury 1.,

# 5.13%-CD - Bank 60% ...
6.67%-CD -Nagotiabl..,
® 7.19%-Commercial Pape..
# 30,67%-Corporata Not.,
W 4.339-LGIP 1009 Makl.

16,15%-Monay Markat...
@ 17.72%-US Agency 10..
W 12.22%-US Traasury ..




b. The liquidity of the portfolio is reflected in the portfolio’s duration of .64 (1.0=1
year) and the maturity schedule shown below:

Northern Virginia Transportation Authority
Distribution by Maturity Range - Book Value

b 4 Report Group: Regional Revenue Begin Date: 11/30/2018, End Date: 1/31/2019
Book Value % of Portfolio Book Value % of Portfolio
Maturity Range 1173072018 1113012018 113172019 1131/2019
0-1 Month 272,385,627.49 2883 257,054,929 .46 26.38
1-3 Months 58,927,579 52 6.34 115,225,343 46 11.82
3-6 Months 131,659.368.75 1393 93,829.887.03 9263
6-9 Months 108,956,022 66 11.53 98,519,549.13 1011
9-12 Months 112,263,993.05 1188 205,570,295 39 2109
1-2 Years 207 ,583,501.42 2197 157,053,130.83 1612
2-3 Years 52,173,369.06 552 47,292,125.65 485
Total ! Average 944,849,461.95 100.00 974,545,260.95 100.00
2-3 Years
1-2 Years
9-12 Months
6-9 Months ® 11/30/2018
3-6 Months 1/31/2019
1-3 Months [
0-1 Month
ili} 50,000 100,000 150,000 200,000 250,000 300,000

In Thousands

c. Theyield on the portfolio at the end of January 2019 was 2.56%, a 23 basis
improvement since our October 2018 report. The NVTA’s Investment Policy specifies
the benchmarks shown below for yield performance comparison:

NVTA 018 | Jan-19
Investment Benchmarks End | Month End
Fed Funds Rate 2.40%
Treasury 90 Day T Bill 1.92% 2.42%
Local Government Investment Pool 2.01% 2.59%
Virginia Non-Arbitrage Program 2.16% 2.66%
NVTA Performance 1.95% 2.56%

Source: Bloomberg, Statements

4) Portfolio Analysis & Statistics Overview
a) Safety: The portfolio is invested primarily in;
i) AAA/AA rated investment grade corporate bonds
ii) AAA/AA rated U.S. Treasury and Agency Bonds
iii) Collateralized bank money market accounts.
Note: Jan 2019, NVTA doubled its U.S. Treasury holdings (6% to 12%), increasing safety.



b) Liquidity:

i) The NVTA Portfolio average duration increased slightly (from .57 to .64) or a little
over 7 months from 6 months — reflecting new investment opportunities in a rising
rate environment.

ii) As noted last year, analysis of forward transportation project liabilities
(reimbursements) associated with the Six Year Program found that the portfolio has
the flexibility to extend modestly to 2-3 year maturities (5% of the portfolio
presently).

c) VYield:

i) Fed Rate Pause: Since October 2018, there has been an almost 30 basis point fall in
the 2-Year Treasury as a result of the Federal Reserve pause on rate hikes, and many
now predict only 2 rate hikes this year (rather than 4). The Federal Reserve is
concerned of a possible weakening in U.S. economic growth as a result of China trade
tensions and slowing global growth.

ii) Rate Strategy: The NVTA portfolio will see a performance improvement in 2019 as

maturities are rolled over from sub 1% rates to 2.5%+. Longer dated maturities will
be pursued to capture historically high rates in outer years and protect income, as
some economists predict a recession in 2020 or 2021, and as noted, rates will be on
the decline as the Fed pauses after 2019.

Bloomberg Constant Maturity 2-Year Treasury Index

pare U6 Actions - 90 Edit - Yield Chart
; 3

e Chart Content -]




5) Significant Transactions

i)

$10M Coca-Cola Bond Sale: on November, 20, 2018, our monitoring system alerted
us that Coca-Cola had been downgraded by Moody's Investors Service from Aa3 (S&P
AA- equivalent) to Al (S&P A+ equivalent). Given favorable market conditions, we
sold the bonds in late December, see Gain on Sale, table below

$40M U.S. Bank Bond Sale: A review of NVTA Investment Policy found an
inconsistency with the Code of Virginia on Corporate Notes. The Code allows only the
use of S&P and Moody’s ratings to determine whether an investment is allowable. Of
our holdings, we identified three U.S. Bank bonds that were out of compliance as
they relied partly on Fitch Ratings. The bonds were sold in late December at a Gain,
see Gain on Sale, table below.

Gain on Sale
Name Puchase Sale Gain/Loss
Coca-Cola | $9,921,496.87 $9,937,347.22 $15,850.35
U.S. Bank | $14,890,037.50 | $14,917,729.17 $27,691.67
U.S. Bank | $19,898,938.88 | $19,930,000.00 $31,061.12
U.S.Bank | $5,040,951.39 $5,049,847.22 $8,895.83
Totals $49,751,424.64 | $49,834,923.61 $83,498.97

iii)

Mark-to-Market Position Improved: Reduced Unrealized Losses by $2.8M

Over the last 6 months, and since our exit from the VIP 1-3 Fund in 2018, the NVTA
Portfolio reduced its mark-to-market position from negative $3.55 million to negative
$741,000, a $2.8 million reduction as of 12/31/2018 (updated quarterly). A significant
consideration in the exiting of the VIP 1-3 Fund was to negate the fund’s negative
impact on the NVTA portfolio.

6) Custodian Certification: BB&T Retirement & Institutional Services is the custodian of all of
NVTA’s investment purchases and is where all of NVTA’s non-deposit investments are held.
Deposit type investments are protected through the Commonwealth of Virginia
collateralization program or FDIC Insurance.

7)

Policy Required Reports: The attached Compliance - GASB 40 Report addresses specific
Investment Policy requirements regarding the purchase and holding of securities. The
attached report, documents:

a. Compliance — Investment Policy, Summary. The report shows the percentage of the
portfolio by each type of investment.

b. Investment Portfolio — By Maturity Range. The report shows the yield to maturity, and
percentage of the portfolio which each type of investment represents.

c. Portfolio Holdings by Custodian. This report shows each depository, investment firm or

custodian holding NVTA securities or cash.



Attachments: Compliance - GASB 40 Report shows reporting requirements as listed above,
and not otherwise presented. This report is also fundamental for the Authority’s Annual
Financial Statements and annual audit.
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FOR:

FROM:
DATE:

SUBJECT:

XI

NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

MEMORANDUM

Chairman Parrish and Members of the NVTA Finance Committee

Michael Longhi, Chief Financial Officer
February 15, 2019

Monthly Revenue Report

1. Purpose: To update the Northern Virginia Transportation Authority (NVTA) Finance
Committee on monthly revenue receipts and 30% funds distributed to member localities.

2. Background: The attached reports reflect funding received and distributed through
January 2019 for the Authority’s sole revenue source, sales tax.

3. Comments:
a. FY2019 Revenues (Attachment A)

The Authority has received approximately $109.9 million through the January 2019
transfers from the Commonwealth. This amount represents five months of sales
tax receipts.

Actual to estimate comparison of sales tax revenues through January show a
1.87% positive variance in receipts compared to the FY2019 adopted revenue
estimates. The actual variance to the budgeted revenue estimates has increased
from 0.72% in the December 2018 report.

Since there is a positive variance between the actual receipts and the revenue
estimates, no changes to the FY2019 revenue estimates are recommended at this
time.

b. FY2019 Distribution to localities (Attachment B)

As of the preparation of this report, one jurisdiction has not completed the
HB2313 required annual certification process to receive FY2019 30% funds. In
response to recent communications, the locality is confident the annual
certification will be received before the March 1, 2019 deadline.

Of the $113.8 million received by the Authority, including $109.9 million of sales
tax receipts and $3.7 million of FY2018 Grantors and TOT receipts through January
2019, approximately $34.1 million represents 30% local funds of which $33.2
million was distributed to the member jurisdictions.

c. FY2015 to FY2019 Year over Year Revenue Comparison (Attachment C).

This chart reflects a month-to-month comparison of sales tax revenue and a year-
to-year comparison of fiscal year to date revenues received through January 2019.



Attachments:

A. Sales Tax Revenues Received Compared to NVTA Estimates, Through January 2019
B. FY2019 30% Distribution by Jurisdiction, through January 2019

C. Month to Month Comparison of Sales Tax Revenue and YTD Receipts for January 2015
to 2019



Attachment A

NORTHERN VIRGINIA TRANSPORTATION AUTHORITY
SALES TAX REVENUES RECEIVED BY JURISDICTION, COMPARED TO NVTA ESTIMATES
Based on: Revenue Data Through January 2019
FYE June 30, 2019

Regional Sales Tax* Received FY2019 Annualized - Actual

Transaction Months 5 To Date Annualized Budget To Budget

City of Alexandria $6,812,639 § 16,350,335 $ 16,057,290 S 293,045
Arlington County $11,016,844 S 26,440,427 S 25,308,696 S 1,131,731
City of Fairfax $3,067,509 S 7,362,021 $§ 7,432,605 S (70,584)
Fairfax County $46,543,225 § 111,703,739 S 111,788,679 S (84,940)
City of Falls Church $1,135,110 $ 2,724,263 $ 2,659,800 $ 64,463
Loudoun County $21,973,914 S 52,737,394 $ 50,940,000 $ 1,797,394
City of Manassas $2,465,492 $ 5,917,181 $ 5,100,000 S 817,181
City of Manassas Park $631,058 $ 1,514,538 $ 1,462,415 S 52,123
Prince William County $16,259,263 S 39,022,231 S 38,176,740 S 845,491

Total Sales Tax Revenue S 109,905,054 S 263,772,129 $ 258,926,225 S 4,845,904 1.87%

$ 109,905,054
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FY2019 January 2019
Attachment C

Sales Tax
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YTD Receipt Comparison January FY2015 to FY2019
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NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

MEMORANDUM

FOR: Chairman Parrish and Members of the NVTA Finance Committee
FROM: Michael Longhi, Chief Financial Officer
DATE: February 15, 2019

SUBJECT: NVTA Operating Budget

1. Purpose: To update the Northern Virginia Transportation Authority (NVTA) Finance
Committee on the Authority’s Operating Budget for FY2019.

2. Background: The Authority operating budget is funded through the participating
jurisdictions. All jurisdictions contributed their respective share of the FY2019 operating
budget in July 2018.

3. Comments: Through January 31, 2019, the FY2019 Operating Budget has produced the
following results:

a. Operating revenue is at 100% of estimate.
b. On November 8, 2018, the Authority approved a $35,781.31 budget transfer from the

NVTA Operating Reserve for FY2019 to obtain Investment Management and Monitoring
Services. The Operating Reserve will be replenished as part of the FY2020 Operating
Budget.

¢. January 2019 represents 58.3% of the fiscal year. Through January 31, 2019, the
Authority has utilized 50% of its FY2019 expenditure budget with all expense categories
remaining within budget.

d. The attached statement shows the operating budget income and expenditure activity
through January 31, 2019 for FY2019.

Attachment: FY2019 Operating Budget through January 31, 2019



02/04/19 NORTHERN VIRGINIA TRANSPORTATION AUTHORITY Page: 1 of 2
14:58:27 Income Statement Report ID: LB170A
For the Accounting Period: 1/ 19
1000 General Fund
Current Year
Current
Account Object Description Month Current YTD Budget Variance %
Revenue
330100 Contribution Member Jurisdiction 2,203,249.00 2,203,249.00 100
100
Total Revenue 0.00 2,203,249.00 2,203,249.00 0.00 100
Expenses
410000 Personnel Expenses
110 Salaries-Regular Pay 84,041.06 606,499.69 1,151,522.00 545,022.31 53
130 Health & Dental Benefits 13,608.80 110,861.80 160,224.00 49,362.20 69
131 Payroll Taxes 6,235.74 37,660.96 88,241.00 50,580.04 43
132 Retirement VRS 7,122.46 51,065.61 90, 687.00 39,621.39 56
133 Life Insurance 1,192.67 8,248.53 14,998.00 6,749.47 55
134 Flex Spending/Dependent Care 41.33 258.48 685.00 426.52 38
135 Workers Comp 1,212.00 1,267.00 55.00 96
137 Disability Insurance 373.00 9,551.20 16,641.00 7,089.80 57
Total Account 112, 615.06 825,1358.27 1,524,265.00 698,906.73 54
420000 Professional Services
210 Audit & Accounting Services -6,470.00 17,000.00 28,500.00 11,500.00 60
220 Bank Service 750.00 750.00
230 Insurance 5,791.00 5,905.00 114.00 98
240 Payroll Services 276.47 1,235.28 1,800.00 564.72 69
260 Public Outreach & Regional Event Support 10,955.00 20,248.00 37,500.00 17,252.00 54
261 Legal/Bond Counsel Services 5,760.00 65,000.00 59,240.00 9
262 Financial Advisory Services 16,042.00 16,042.00 75,000.00 58,958.00 21
263 Bond Trustee Fees 2,687.50 2,700.00 12.50 100
264 Legislative Services 7,150.00 34,706.00 62,000.00 27,294.00 56
265 Investment Custody Svc 5,080.00 10,220.00 25,000.00 14,780.00 41
Total Account 33,033.47 113,689.78 304,155.00 190,465.22 37
430000 Technology/Communication
310 Acctg & Financial Report Systems 11,360.31 18,975.31 52,281.31 33,306.00 36
320 HW SW & Peripheral Purchase 104.00 -104.00
330 IT Support Svc Incl Hosting 2,301.80 12,480.19 19,631.00 7,150.81 64
335 GIS/Project Mgt/Modeling 2,610.00 69,316.00 66,706.00 4
340 Phone Service 1,131.42 4,459.80 7,920.00 3,460.20 56
350 Web Develop & Hosting 809.15 4,730.37 7,897.00 3,166.63 60
Total Account 15,602.68 43,359.67 157,045.31 113,685.64 28
440000 Administrative Expenses
410 Advertisement 200.00 1,500.00 1,300.00 13
411 Dues & Subscriptions 3,533.7¢ 6,352.18 6,890.00 537.82 92
412 Duplication & Printing 5,909.85 15,640.00 9,730.15 38
414 Hosted Meeting Expenses 496.38 1,147.72 3,600.00 2,452.28 32
415 Mileage/Transportation 304.86 1,896.62 10,950.00 9,053.38 17



02/04/19 NORTHERN VIRGINIA TRANSPORTATION AUTHORITY Page: 2 of 2
14:58:27 Income Statement Report ID: LB170A
For the Accounting Period: 1/ 19
1000 General Fund
Current Year
Current
Account Object Description Month Current YTD Budget Variance %
417 Office Lease 11,517.19 91,705.44 138,406.00 46,700.56 66
418 Office Supplies 665.66 2,180.89 6,400.00 4,219.11 34
419 Postage & Delivery 75.92 700.00 624.08 11
420 Professional Develop & Training 953.67 2,045.31 12,920.00 10,874.69 16
421 Industry Conferences —-351.06 5,512.55 6,500.00 987.45 85
Total Account 17,120.49 117,026.48 203,506.00 86,479.52 58
Total Expenses 178,371.70 1,099,434.20 2,188,971.31 1,089,537.11 50
Net Income from Operations -178,371.70 1,103,814.80
Other Expenses
521000 Transfers
820 Transfer to Operating Reserve 430, 638.00 430,638.00
825 Transf to Equip Reserve -3,140.31 2,511.31 13,500.00 10,988.69 19
Total Account -3,140.31 2,511.31 444,138.00 441,626.69 1
Total Other Expenses -3,140.31 2,511.31 444,138.00 441,626.69 1
Net Income -175,231.39 1,101,303.49





