FINANCE COMMITTEE

WEDNESDAY, AUGUST 5, 2015
SECOND FLOOR CONFERENCE ROOM
CITY HALL - MANASSAS, VIRGINIA

AGENDA

5:30 P.M. CALL TO ORDER

1. Approve Minutes of the July 15, 2015 Finance Committee Meeting 1 Minute
Page 1
2. Resolution 2016-02-R Amending the FY 2016 Budget by Budgeting and 2 Minute
Appropriating $31,090 of Stormwater Fund Fund Balance for Culvert
Inspections Page 3
3. Consideration of Policy Statement #P-2016-01 Establishing Financial Policies 15 Minutes
for the City of Manassas (York)
Page 7
4. City of Manassas Treasurer Statement of Investment Policy (Perkins) 5 Minutes
Page 43
5. Consideration of Amendment to Interjurisdictional Agreement Related to The 5 Minutes
Manassas Regional Airport
Page 71

City Manager’s Time

ADJOURNMENT
cc: Mayor Paul York
Council Members Diane Bergeron
W. Patrick Pate Tamara Keesecker

7/31/2015






MINUTES OF THE CITY COUNCIL FINANCE COMMITTEE
WEDNESDAY, JULY 15, 2015
SECOND FLOOR CONFERENCE ROOM
CITY HALL - MANASSAS, VA

COMMITTEE MEMBERS PRESENT: Council Member Marc Aveni, Chairman
Vice Mayor Jonathan L. Way
Council Member Mark Wolfe
Council Member Sheryl Bass (Alternate)

COMMITTEE MEMBERS ABSENT:  None

OTHERS PRESENT: City Manager Pat Pate, Finance and Administration Director Paul York,
Treasurer Robin Perkins, City Clerk Andrea Madden, and Deputy Director of Public Works
Bruce Goudarzi

GUESTS PRESENT: None

The meeting was called to order at 5:29 p.m. by Chairman Marc Aveni.

AGENDA ITEM #1 Approve Minutes of the June 10, 2015, Finance Committee
Meeting

A motion was made and seconded to approve the minutes of the June 10, 2015, Finance Committee
Meeting. The Committee approved (3/0).

AGENDA ITEM #2 Resolution 2016-01-R Amending the FY 2016
Budget by Budgeting and Appropriating $640,000 of State Grant
Funds for Street Paving Along Route 234 (Sudley Road, Grant
Avenue/Dumfries Road) (Goudarzi)

Mr. Goudarzi presented staff’s recommendation to amend the FY 2016 Budget by budgeting and
appropriating $640,000 of State Grant Funds for street paving projects. The Committee approved
the request (3/0). This item was forwarded to the July 27, 2015, City Council meeting for
consideration.

AGENDA ITEM #3 City of Manassas VARF Series 2004 Loan Interest Rate
Reset (York)

Mr. York presented staff’s recommendation to amend the existing financing agreement between the
VRA and the City to reset the current interest rate on the VARF
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Series 2004 Airport Loan from 5% to 2.8%. The Committee approved the request (3/0). This item
was forwarded to the July 27, 2015, City Council meeting for consideration.

AGENDA ITEM #4 Consideration of Policy Statement #P-2016-01 Establishing
Financial Policies for the City of Manassas (York)

After discussion and consideration this item was deferred to the August 5 Finance Committee
meeting.

AGENDA ITEM #5 Consideration of City of Manassas Treasurer Statement of
Investment Policy (Perkins)

After discussion and consideration this item was deferred to the August 5 Finance Committee
meeting.

City Manager’s Time

No items.

The meeting was adjourned at 6:08 p.m. by Chairman Aveni.
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AGENDA STATEMENT PAGE NO.

MEETING DATE:
TIME ESTIMATE:
AGENDA ITEM TITLE:
DATE THIS ITEM WAS
LAST CONSIDERED
BY COUNCIL:

SUMMARY OF
ISSUE/TOPIC:

STAFF
RECOMMENDATION:

BOARD/COMMISSION/
COMMITTEE:

RECOMMENDATION:
CITY MANAGER:
COMMENTS:

DISCUSSION
(IF NECESSARY):

BUDGET/FISCAL
IMPACT:

STAFF:

ITEM NO.
August 5, 2015 — Finance Committee

2 Minutes

Resolution 2016-02-R Amending the FY 2016 Budget by Budgeting and Appropriating
$31,090 of Stormwater Fund Fund Balance for Culvert Inspections

N/A

The City is required to perform biennial bridge and culvert inspections on structures
maintained in the public right of way. This is a state and federally mandated
requirement that directly affects highway maintenance funding provided by the
commonwealth. Existing staff does not have the certifications required to perform these
inspections, so a vendor will be contracted to perform the inspections.

This resolution will budget and appropriate $31,090 of Fund Balance in the Stormwater
Fund.

Approve Resolution 2016-02-R

Approve Disapprove Reviewed See Comments

Approve Disapprove Reviewed See Comments

The estimated fund balance in the Stormwater Fund is $347,855

$31,090 — Stormwater Fund Fund Balance

Patrick Moore, Assistant Director Public Works, (703) 257-8266
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If Council Members have questions, you are urged to call the staff person who prepared this agenda statement prior to meeting.






RESOLUTION 2016-02-R
Adopted:

BE IT RESOLVED by the Council of the City of Manassas meeting in regular

session this 10" day of August, 2015, that the following funds be budgeted and
appropriated as shown.

ACCOUNT NO. AMOUNT
STORMWATER UTILITY FUND

Revenues:

550-0000-346-04-00 Fund Balance/Retained Earnings $ 31,090

Expenditures:
550-2551-431-31-00 Professional Services $ 31,090

For. Stormwater Fund Fund Balance for Bridge Inspections

This resolution shall take effect upon its passage.

Harry J. Parrish Il MAYOR
On Behalf of the City Council

of Manassas, Virginia
ATTEST:

Andrea P. Madden City Clerk






AGENDA STATEMENT

MEETING DATE:
TIME ESTIMATE:

AGENDA ITEM TITLE:

DATE THIS ITEM WAS
LAST CONSIDERED
BY COUNCIL:

SUMMARY OF
ISSUE/TOPIC:

STAFF
RECOMMENDATION:

BOARD/COMMISSION/
COMMITTEE:

RECOMMENDATION:

CITY MANAGER:

COMMENTS:

PAGE NO.

ITEM NO.
August 5, 2015 — Finance Committee

15 Minutes

Consideration of Policy Statement #P-2016-01 Establishing Financial Policies for the City
of Manassas

N/A

This item was carried over from the July 15, 2015, Finance Committee meeting. To
establish financial policies that prudently manage, safeguard and properly account for
the City’s public funds and assets. To ensure this is accomplished, best practices as
recommended by the Government Finance Officers Association (GFOA), includes the
adoption of financial policies by the jurisdiction’s governing board to include: Financial
Planning Policies, Revenue Policies and Expenditure Policies. Staff believes the
attached City of Manassas Financial Policies fulfills the recommendations of the GFOA.
The attached policies consolidate some existing City policies such as Fund Balance and
Budget Control with proposed new policies related to Debt, Capital Improvement
Planning, Accounting and Financial Reporting. The City Treasurer is providing an
update of the City's Cash Management and Investment Policies which will be
incorporated into the Financial Polices.

Approve Policy Statement #P-2016-01

Approve Disapprove Reviewed See Comments

Approve Disapprove Reviewed See Comments

DISCUSSION
(IF NECESSARY):

BUDGET/FISCAL
IMPACT:

STAFF:

N/A

Paul York, Finance & Administration Director, (703) 257-8234
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POLICY STATEMENT #P-2016-01

REGULAR COUNCIL MEETING
, 2015

RE: City of Manassas Financial Policies

The City of Manassas (the “City”) and its governing body, the City Council (the “Council”), has
a fiduciary responsibility to the City's citizens to prudently safeguard and properly account for
all public funds, to manage City finances wisely and to plan for the adequate funding of services
desired by the public, including the provision and maintenance of public facilities. The
Government Finance Officers Association (GFOA) recommends as a best practice, that
governments establish formal financial policies for fiscal planning purposes.

The City Council recognizes that one of the keys to sound financial management is the
development of financial policies. Bond credit rating agencies carefully monitor whether local
governments have such policies in place as a part of their evaluation of the City’s credit rating.
They also closely monitor levels of unrestricted (committed, assigned and unassigned) fund
balance in a government’s general fund to evaluate a government’s continued creditworthiness.
The maintenance of an unassigned fund balance is an important element of sound fiscal
management.

The City Council is ensuring the long-term economic stability of the City by adopting financial
policies that maintain a prudent level of financial resources to protect against reducing service
levels or raising taxes and fees because of temporary revenue shortfalls or unanticipated one-
time expenditures.

The attached financial policies and guidelines establish the framework for the City’s overall
fiscal planning and management.

Harry J. Parrish 11 MAYOR
On Behalf of the City Council
of Manassas, Virginia

ATTEST:

Andrea Madden City Clerk
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BUDGET

3.01 Balanced Budget

The provisions of the Code of Virginia and the City Code of Ordinances shall control the
preparation, consideration, adoption and execution of the budget of the City. The budget shall
be adopted and appropriated by resolution with the concurrence of at least four members of
City Council.

The City will annually adopt and execute a budget for such funds as may be required by law
or by sound financial practices and generally accepted accounting principles. The budget shall
control the levy of taxes and the expenditure of money for all City purposes during the
ensuing fiscal year. The City budget shall be balanced within all available operating
revenues, including the fund balance, and adopted by the City Council.
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3.02 Legal Level of Control

The budget and appropriations of the City of Manassas shall be legally controlled at the fund
level except for Manassas City Public School (MCPS). The budget and appropriation for
MCPS shall be legally controlled at the total appropriation level.

3.03 _Amendment of Budget

From time to time it may be necessary to amend the budget for unforeseen circumstances that
arise during the year. The budget may be amended by resolution with the concurrence of at
least four members of City Council.

A public hearing shall be held prior to any amendment of the budget which is greater than 1%
of the adopted budget. The public hearing and notice of such hearing shall be in accordance
with the Code of Virginia Section 15.2-2507.

The City Manager may approve transfers of budget and appropriations between departments
within a fund and Department Directors may approve transfers of budget and appropriations
within a department within a fund.

All transfers of budget and appropriations to and from contingencies and reserves shall require
a resolution with the concurrence of at least four members of City Council even when these
transfers may be within the legal level of budgetary control.

The City Council delegates to the City Manager the authority to transfer existing budget and
appropriations of fifty thousand dollars ($50,000) or less between funds even though this is
outside the legal level of control.

Contributions/donations to the City of Manassas of ten thousand dollars ($10,000) or less shall
be placed directly on the consent agenda of the City Council.

3.04 Use of Current Revenues to Support Current

Expenditures

Ongoing and stable revenues will be used to support ongoing operating costs.

3.05 Use of One-time Revenue and One-time Expenditure Savings

The use of one-time revenues and one-time expenditure savings (excess cash balances) will
be used for non-recurring expenditures.

3.06 Review of Fees and Charges

Fees established by the City for licenses, permits, fines, services, applications and other
miscellaneous charges shall be set to recover all or a portion of the City’s expense in providing
the attendant service and reviewed annually with the development of the annual operating

budget.
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3.07 Revenue and Expenditure
Projections

The City will prepare and annually update a long range (5-year) financial forecast model
utilizing trend indicators and projections of annual operating revenues, expenditures, capital
improvements and related debt service and operating costs, and fund balance levels.

3.08 Budget Performance
Monitoring

The Budget Department will maintain ongoing contact with the departmental fiscal officers
during the process of the budget execution. Expenditure _and revenue projections will be
developed quarterly and reviewed with the Finance Committee of the City Council, the City
Manager, and the Department Directors. The City Manager through the Finance
Department will exercise appropriate fiscal management as necessary to live within the limits
of the adopted budget.

3.09 Maintenance of Capital Assets

The budget should provide sufficient funds for reqular repair and maintenance of capital assets.

3.10 Fund Balance Levels

The City will employ sound financial management principles to include the establishment of an
Unassigned General Fund balance with sufficient working capital to mitigate current and future
risk of revenue shortfalls and provide a reserve for unanticipated expenditures or emergencies,
and other non-recurring uses.
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POLICY STATEMENT #P-2011-01

REGULAR COUNCIL MEETING
June 27, 2011

R.%GENERAI:FUND—HA%&GNED—FUND—BAI:ANGEPQM ] Comment [py21]: This section is now included in
the Policy Statement and Introductory section of the

policy document.

| UUNASSIGNED FUND BALANCE LEVEL
After evaluating the City’s operating characteristics, its emergency and disaster risks, its overall
financial health, the diversity and flexibility of its tax base, the reliability of non-property tax revenue
sources, the City’s working capital needs, the impact of the Commonwealth of Virginia policies and

Page 1 of 4
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budgets, and other contingent issues the City Council hereby establishes that the unassigned fund
balance of the general fund will be maintained at-between thirteen percent (13%) and fifteen percent
(15%) of general fund operating revenues of the same fiscal year. For purposes of this policy,

operating revenues are all revenues exceptpayment-in-teu-of debtservice from-the-Manassas-City
Public-Schools-and- excluding other financing sources.

ASSIGNED OR COMMITTED FUND BALANCE
The City Council may assign or commit fund balance by way of a Resolution. Assigned or committed
fund balance may be unassigned or uncommitted by City Council by way of a Resolution.

MAINTENANCE OF UNASSIGNED FUND BALANCE LEVEL

At the end of each fiscal year, all general fund revenues in excess of budget will first go into the
unassigned fund balance, until the_council approved unassigned general fund balance reserve $3%
level for the current fiscal year is met. After the fund balance level is met, the Manassas City School
Board will receive a percent of the remaining excess of general tax revenue as identified in the most
current Joint Budget Agreement. All other excess revenues over expenditures which have not been
assigned or committed by City Council will be committed to the Capital Reserve Fund Balance.

CAPITAL RESERVE FUND BALANCE

The Capital Reserve Fund Balance is to be used for non-reoccurring needs of the City as determined
by the City Council. Only the City Council may authorize the use of the Capital Reserve Fund
Balance by way of a Resolution budgeting and appropriating the funds.

USE OF UNASSIGNED FUND BALANCE

It is the policy of the City Council to limit the use of the general fund unassigned fund balance to
address unanticipated, non-recurring needs or known and planned future obligations. General fund
unassigned fund balance shall not normally be applied to recurring annual operating expenditures.
General fund unassigned fund balance may, however, be used to allow time for the City to restructure
its operations in a deliberate manner. Such use will only take place in the context of long-term fiscal
planning.

REPLENISHMENT OF UNASSIGNED FUND BALANCE
In the event the City Council authorizes the use of general fund unassigned fund balance, the
authorization must be accompanied by a plan to replenish the unassigned fund balance. The
City shall restore the unassigned General Fund Balance to the minimum level established by
council policy from general fund operating revenues within two (2) fiscal years following the
fiscal year in which the event occurred. If necessary, the plan to restore the unassigned
General Fund Balance shall be included and highlighted in the City’s Adopted Five-Year
Forecast.

POLICY SUPERCEDES OTHER POLICIES
It is the intent of this policy to repeal any inconsistent policy or practice adopted prior to this date,
specifically and #P-2010-01.

Page 2 of 4
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Harry J. Parrish I MAYOR
On Behalf of the City Council
of Manassas, Virginia

ATTEST:

Andrea Madden City Clerk

Page 3 of 4
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August 5, 2015
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Background and Purpose

The City of Manassas (the “City”) and its governing body, the City Council (the “Council”), has a
fiduciary responsibility to the City's citizens to prudently safeguard and properly account for all public
funds, to manage City finances wisely and to plan for the adequate funding of services desired by the
public, including the provision and maintenance of public facilities.

The City Council recognizes that one of the keys to sound financial management is the development of
financial policies. Bond credit rating agencies carefully monitor levels of unrestricted (committed,
assigned and unassigned) fund balance in a government’s general fund to evaluate a government’s
continued creditworthiness. The Government Finance Officers Association (GFOA) recommends as a
best practice, that governments establish formal financial policies for financial planning purposes.

The City Council is ensuring the long-term economic stability of the City by adopting financial policies
that maintain a prudent level of financial resources to protect against reducing service levels or raising
taxes and fees because of temporary revenue shortfalls or unanticipated one-time expenditures. The
unassigned fund balance will provide resources to allow for unforeseen needs of an emergency nature
and to permit orderly adjustment to changes resulting from reductions or loss of revenues. The
maintenance of an unassigned fund balance is not to be construed as a surplus or over-taxation by the
City. Rather, it is an element of prudent and sound fiscal management.

The following financial policies and guidelines establish the framework for the City’s overall fiscal
planning and management.

1.01 Policy Goals

This fiscal policy is a statement of the guidelines and goals that will influence and guide the
financial management practices of the City. A fiscal policy that is adopted, adhered to, and regularly
reviewed is recognized as the cornerstone of sound financial management. Effective fiscal policy:

Contributes significantly to the City's ability to insulate itself from fiscal crisis;

Enhances short term and long term financial credit ability by helping to achieve the highest
credit and bond ratings possible;

Promotes long term financial stability by establishing clear and consistent guidelines;

Directs attention to the total financial picture of the City rather than single issue areas;
Promotes the view of linking long term financial planning with day to day operations, and;

Provides the Council and the citizens a framework for measuring the fiscal impact of
government services against established fiscal parameters and guidelines.
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1.02 Policy Implementation and Coordination

The City has established a Finance Committee that meets monthly to collectively review financial
matters of the City, including the monitoring of financial activity involving cash and investment
management, budget administration, debt issuance and compliance with certain policies outlined
herein. Members of the Finance Committee include those members of the City Council appointed to
serve by the Mayor at the Council organizational meeting following the election.

1.03 Review and Revision

These polices will be reviewed for appropriateness and comparability with AAA rated jurisdictions
every three years or more frequently if a need for review is identified.

REVENUES
2.01_Revenue Diversification

The City will strive to maintain diversified and stable revenue streams to protect the government
from problematic fluctuations in any single revenue source and provide stability to ongoing services.

Current revenues will fund current expenditures and a diversified and stable revenue system will be
maintained to protect programs.

2.02 Eees and Charges

All fees established by the City for licenses, permits, fines, services, applications and other
miscellaneous charges shall be set to recover all or a portion of the City’s expense in providing the
attendant service. These fees shall be reviewed annually with the development of the annual
operating budget.

2.03 Revenue Collections

The City will strive to achieve an overall property tax collection rate of 100%.

2.04 Use of Fund Balance

The City’s General Fund balance will be utilized to provide sufficient working capital in
anticipation of current budgeted revenues and to finance unforeseen emergencies without borrowing.
The General Fund balance of the City (Unassigned Fund Balance) will not be used to finance
current operations.

2.05 Restricted Revenue

Restricted revenues (such as proceeds from borrowing, donations or asset forfeiture funds) shall
only be used for the purpose(s) intended and in a fiscally responsible manner.

-20-



BUDGET

3.01 Balanced Budget

The provisions of the Code of Virginia and the City Code of Ordinances shall control the preparation,
consideration, adoption and execution of the budget of the City. The budget shall be adopted and
appropriated by resolution with the concurrence of at least four members of City Council.

The City will annually adopt and execute a budget for such funds as may be required by law or by
sound financial practices and generally accepted accounting principles. The budget shall control the
levy of taxes and the expenditure of money for all City purposes during the ensuing fiscal year. The
City budget shall be balanced within all available operating revenues, including the fund balance,
and adopted by the City Council.

3.02 Legal Level of Control

The budget and appropriations of the City of Manassas shall be legally controlled at the fund level
except for Manassas City Public School (MCPS). The budget and appropriation for MCPS shall be
legally controlled at the total appropriation level.

3.03 Amendment of Budget

From time to time it may be necessary to amend the budget for unforeseen circumstances that arise
during the year. The budget may be amended by resolution with the concurrence of at least four
members of City Council.

A public hearing shall be held prior to any amendment of the budget which is greater than 1% of the
adopted budget. The public hearing and notice of such hearing shall be in accordance with the Code
of Virginia Section 15.2-2507.

The City Manager may approve transfers of budget and appropriations between departments within a
fund and Department Directors may approve transfers of budget and appropriations within a
department within a fund.

All transfers of budget and appropriations to and from contingencies and reserves shall require a
resolution with the concurrence of at least four members of City Council even when these transfers
may be within the legal level of budgetary control.

The City Council delegates to the City Manager the authority to transfer existing budget and
appropriations of fifty thousand dollars ($50,000) or less between funds even though this is outside
the legal level of control.

Contributions/donations to the City of Manassas of ten thousand dollars ($10,000) or less shall be
placed directly on the consent agenda of the City Council.

3.04 Use of Current Revenues to Support Current Expenditures

Ongoing and stable revenues will be used to support ongoing operating costs.
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3.05 Use of One-time Revenue and One-time Expenditure Savings

The use of one-time revenues and one-time expenditure savings (excess cash balances) will be used
for non-recurring expenditures.

3.06 Review of Fees and Charges

Fees established by the City for licenses, permits, fines, services, applications and other
miscellaneous charges shall be set to recover all or a portion of the City’s expense in providing the
attendant service and reviewed annually with the development of the annual operating budget.

3.07 Revenue and Expenditure Projections

The City will prepare and annually update a long range (5-year) financial forecast model utilizing
trend indicators and projections of annual operating revenues, expenditures, capital improvements
and related debt service and operating costs, and fund balance levels.

3.08 Budget Performance Monitoring

The Budget Department will maintain ongoing contact with the departmental fiscal officers during
the process of the budget execution. Expenditure and revenue projections will be developed
quarterly and reviewed with the Finance Committee of the City Council, the City Manager, and the
Department Directors. The City Manager through the Finance Department will exercise appropriate
fiscal management as necessary to live within the limits of the adopted budget.

3.09 Maintenance of Capital Assets

The budget should provide sufficient funds for regular repair and maintenance of capital assets.

3.10 Eund Balance Levels

The City will employ sound financial management principles to include the establishment of an
Unassigned General Fund balance with sufficient working capital to mitigate current and future risk

of revenue shortfalls and provide a reserve for unanticipated expenditures or emergencies, and other
non-recurring uses.
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CAPITAL IMPROVEMENTS PLANNING

The City's assets are held primarily in the form of infrastructure, physical assets, or capital plant,
such as roads, buildings, and equipment. Sound infrastructure is an important aspect of the quality
of life, economic development, and the credit quality of the City.

Dedicating resources to capital investment is appropriate for a growing City such as the City of
Manassas. Committing to and implementing the City's capital investment program will protect its
capital assets and minimize future maintenance and replacement costs.

CAPITAL IMPROVEMENT BUDGET POLICIES

1.

The City will prioritize all capital improvements in accordance with an adopted capital
improvement program.

The City will develop a five-year plan for capital improvements and review and update the plan
annually. The five-year plan will include projects for the City, including the Utility Systems
(Electric, Water, Sewer, Drainage, Airport, etc.), and the Manassas City Public Schools.

The City will coordinate development of the capital improvement program along with
development of the operating budget.

The City will use intergovernmental assistance to finance only those capital improvements that
are consistent with the capital improvement plan and City priorities.

The City will maintain all its assets at a level adequate to protect the City's capital investment and
to minimize future maintenance and replacement costs.

The City will identify the estimated costs and potential funding sources for each capital project
proposal before it is submitted for approval.

The City will attempt to determine the least costly and most flexible financing method for all
capital projects.

4.01 Capital Improvement Program
In order to prepare and plan for upcoming capital needs, comply with debt ratio targets, schedule

debt issuance, and systematically improve capital infrastructure, the City will annually prepare and
adopt a five-year Capital Improvement Plan.

The Capital Improvement Plan will include major capital improvements and identify estimated
revenue sources and annual operational costs for facilities including anticipated debt service
requirements.

Capital improvements do not include routine maintenance on existing capital assets.
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DEBT

OVERVIEW

The City through its Finance and Administration Director, executes debt instruments, administers
debt proceeds, manages ongoing disclosure and debt compliance, and makes debt service
payments, acting with prudence and diligence and with attention to prevailing economic
conditions. The City believes that debt is an equitable means of financing projects and represents
an important means of meeting its fiscal responsibilities to the community. The debt policy
primarily addresses debt instruments or securities issued by the City in public or private bond
markets. This is consistent with examples of debt policies of other comparable municipalities,
GFOA guidelines, and bond rating agency guidelines.

The City generally follows the guidelines listed below in making financial decisions on debt

issuance.

Adherence to these guidelines allows the City to plan for the necessary financing of

capital projects while maintaining its credit worthiness. In addition, continued adherence to these
policies will preserve the City’s strong financial position.

DEBT POLICIES

General

1.

The City will confine long-term borrowing to capital improvements or projects that

cannot be financed from current revenues except where approved justification is
provided.

The City will take a balanced approach to capital funding utilizing debt financing,

capital reserves and pay-as-you-go funding that will provide the least financial impact
on the taxpayer.

When the City finances capital improvements or other projects by issuing bonds or
entering into capital leases, it will repay the debt within a period not to exceed the
expected useful life of the project.

Where feasible, the City will explore the usage of special assessment, operating revenue,
or other self-supporting bonds instead of general obligation bonds.

Tax-Supported Debt Ratios

5.

Net debt as a percentage of estimated market value of taxable real property shall not
exceed 3.0%. Net debt is defined as any and all debt that is tax-supported. Should this
ratio exceed 3%, staff must request an exception from the City Council stating the
justification and expected duration of the policy exemption.
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6.  Debt Service expenditures as a percent of total governmental fund expenditures shall not
exceed 15.0%. Should this ratio exceed 15%, staff must request an exception from the
City Council stating the justification and expected duration of the policy exception.

7.  Payout of aggregate outstanding tax-supported debt principal shall be no less than 50%
repaid in 10 years. Should this ratio fall below 50%, staff must request an exception
from the City Council stating the justification and expected duration of the policy
exception.

The City shall use an objective analytical approach to determine whether it can afford new or
additional general purpose debt. This process shall use the City’s standards of affordability. These
standards include the measures stated above.

5.01 Revenue Anticipation Notes (RANS)

The City does not intend to issue tax or revenue anticipation notes (RANS) to fund government
operations but rather to manage cash in a fashion that will prevent any borrowing to meet working
capital needs.

The City may issue RANS during an extreme emergency beyond the City’s control or ability to
forecast when the revenue source will be received subsequent to the timing of funds needed. It will
be the City’s goal to minimize the term of any RANS issuance.

5.02 Bond Anticipation Notes (BANS)

The City may issue Bond Anticipation Notes (BANS) in expectation of General Obligation or
Revenue Bonds issuance when cash is required in order to initiate or continue a capital project or
when long-term markets do not appear appropriate but have a clear potential for improvement within
the designated BANS time frame.

It will be the City’s goal to minimize the term of any BANS taking into account
project specifics and market conditions. If the City issues a bond anticipation note for a
capital project, the BANS will be converted to a long-term bond or redeemed at its expiration.

5.03 Letters of Credit/Standby Bond Purchase Agreement

The City may enter into a letter-of-credit (LOC) or Standby Bond Purchase Agreement (SBPA)
when such an agreement is deemed prudent and advantageous. The City will prepare and distribute
a request for proposals to qualified banks which includes terms and conditions that are acceptable to
the City.

5.04 Lease Purchase Obligations

Lease purchase and master lease obligations, including certificates of participation or lease revenue
bonds, shall be considered as an alternative to long-term vendor leases. Such debt shall be subject to
annual appropriation.
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5.05 Public Private Partnerships

The City recognizes the value of developing public-private partnerships. As such, public-private
partnerships financings that require the City to provide capital or credit enhancement to a project
will be considered in light of the following:

The project is multi-faceted requiring coordinated and/or accelerated development;

The project is non-traditional with mixed use of public and private components;

The project calls for the bundling of design, construction and operation phases; or

There is an urgent need to construct multiple facilities or other public infrastructure
simultaneously to keep pace with a rapidly growing population.

The project has undergone a rigorous cost-benefit analysis by City staff (or agents employed by
the City for such purpose). If the project ultimately requires City credit enhancement, such
obligations will be treated as debt of the City.

5.06 Compliance with Legal Requirements

Pursuant to the Constitution of Virginia (the Constitution) and the City Charter, the City is
authorized to issue bonds secured by a pledge of its full faith and credit and unlimited taxing power.
There is no requirement in the Constitution, the Virginia Code or the City Charter that the
issuance of general obligation bonds be subject to the approval of voters of the City at referendum.
The issuance of general obligation bonds is subject to a constitutional limitation of ten percent (10%)
of the assessed value of taxable real property.
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5.10 Variable Rate Debt

To maintain a predictable debt service burden, the City shall give preference to debt that carries a
fixed interest rate. The City, however, may consider variable rate debt if warranted and
recommended by its Financial Advisor. The percentage of variable rate debt outstanding (excluding
debt which has been converted to synthetic fixed rate debt) shall not exceed 20% of the City’s total
outstanding debt and will take into consideration the amount and investment strategy of the City’s
operating cash. The City will consider issuing variable rate debt to:

a) Match Assets and Liabilities: By issuing variable rate debt the City matches variable interest
rates to its short-term investment assets.

b) Potentially Lower Debt Service Costs: Historically variable interest rates are less than fixed
rate cost of capital.

c) Add Flexibility and Diversity to the City’s Debt Structure: Variable rate bonds are
traditionally callable every 30 days and can generally be refunded on a fixed rate basis to
take advantage of low fixed rates and open up variable rate capacity for higher rate
environments.

In determining its use of variable rate debt, the City will utilize an analysis from the City’s Financial
Advisor evaluating and quantifying the risks and returns involved in the variable rate financing.

5.11 Refinanced Qutstanding Debt

The Finance and Administration Director with assistance from the City’s Financial Advisor
will have the responsibility to analyze outstanding bond issues for refunding opportunities. The
City will consider the following issues when analyzing possible refunding opportunities:

1. Refunding Policy. The City establishes a minimum aggregate present value
savings threshold of 3% of the refunding bond principal amount unless otherwise approved
by staff and City Council. The present value savings will be net of all costs related to the
refinancing. Debt service savings may be taken in equal amounts over time or on an
upfront or deferred basis, at the City’s discretion.

2. Restructuring. The City will restructure debt when it is in the best financial interest of the
City to do so. Such restructuring will be limited to: meet unanticipated revenue expectations,
achieve costs savings, mitigate irregular debt service payments, release reserve funds or
remove unduly restrictive bond covenants.

3. Term of Refunding Issues. The City will refund bonds within the term of the originally
issued debt. However, the City may consider maturity extension, when necessary to achieve
a desired outcome, provided that such extension is legally permissible. The City may also
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consider shortening the term of the originally issued debt to realize greater savings. The
remaining useful life of the financed facility and the concept of inter-generational equity
should guide this decision.

4. Escrow Structuring. The City will assess escrow structuring and investment options on a
transaction by transaction basis. A certificate will be provided by a third party agent stating
that the securities were procured through an arms-length, competitive bid process (in the case
of open market securities), and that the price paid for the securities was reasonable within
Federal guidelines. Under no circumstances shall an underwriter, agent or financial advisor
sell escrow securities to the City from its own account.

5. Arbitrage. The City shall take all necessary and legal steps to optimize escrows and to avoid
negative arbitrage in its refundings. Any resulting positive arbitrage will be rebated as
necessary according to Federal guidelines.

5.12 Methods of Issuance
The City will determine the method of issuance on a case-by-case basis.

1. Competitive Sale. In a competitive sale, the City’s bonds shall be awarded to the bidder
providing the lowest true interest cost as long as the bid adheres to the requirements set forth
in the official notice of sale.

2. Negotiated Sale. The City recognizes that some securities are best sold through negotiation.
In its consideration of a negotiated sale, the City shall assess the following circumstances
among others:

a. Bonds issued as variable rate demand obligations;

b. A structure which may require a strong pre-marketing effort such as a complex
transaction or a “story” bond;

c. Size of the issue which may limit the number of potential bidders;

d. Market volatility is such that the City would be better served by flexibility in timing a
sale in a changing interest rate environment.

3. Direct Bank Placement. From time to time the City may elect to enter into a direct
bank placement.

4. Private Placement. From time to time the City may elect to privately place its debt.
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5.13 Bond Insurance

The City may purchase bond insurance when such purchase is deemed prudent and advantageous.
Use of bond insurance shall be based on such insurance being less costly than the present value of
the difference between the interest on insured bonds versus uninsured bonds.

In the case of a competitive sale, the City may permit bidders for its bonds to purchase bond
insurance if such insurance will enhance the market reception and lower the interest rate on the
City’s bonds. The winning bidder in a competitive sale will bear any associated cost with such
enhancement.

In the instance of a negotiated sale, the City will solicit quotes for bond insurance from interested
providers. The City will select a provider whose bid is most cost effective and whose terms and
conditions governing the guarantee are satisfactory to the City.

5.14 Use of Special Districts

The City may consider using special districts such as Tax Increment Financing Districts, Community
Development Authorities and special taxing districts to finance projects that:

Strengthen the employment and economic base of the City;

Increase property values and tax revenues;

Reduce poverty and blight;

Create economic stability;

Facilitate economic self-sufficiency; or

Assist in implementing the City’s economic development strategies.

Before using such districts, the City will consider the fiscal impact, the market feasibility and credit
implications of the project or district.

5.15 Debt Service Reserves

If necessary, the City may establish a reserve fund funded from bond proceeds, subject to federal tax
regulations and in accordance with the requirements of credit enhancement providers and/or rating
agencies. The City may purchase reserve equivalents (i.e., a reserve fund surety or letter of credit)
when such purchase is deemed prudent and advantageous. Such equivalents shall be evaluated in
comparison to cash funding of reserves on a net present value basis.

5.16 Underwriter Selection

Senior Manager Selection. The City shall select a senior manager for any proposed negotiated
sales. The selection criteria shall include but not be limited to the following:

The firm’s ability and experience in managing transactions similar to that contemplated by
the City;
Prior knowledge and experience with the City;
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The firm’s ability and willingness to risk capital and demonstration of such risk and capital
availability;

Quality and experience of personnel assigned to the City’s engagement

Financing plan presented,;

Underwriting fees; and

Pricing results of recent comparable transactions underwritten by the firm.

Co-Manager Selection. Co-managers may be selected on the same basis as the senior manager. In
addition to their qualifications, co-managers appointed to specific transactions will be a function of
transaction size and the necessity to ensure maximum distribution of the City’s bonds.

Selling Groups. The City may establish selling groups in certain transactions. To the extent that
selling groups are used, the Finance and Administration Director at his or her discretion, may make
appointments to selling groups from within the pool of underwriters or from outside the pool, as the
transaction dictates.

Underwriter’s Counsel. In any negotiated sale of City debt in which legal counsel is required to
represent the underwriter, the appointment will be made by the Senior Manager with input from the
City.

Underwriter’s Discount. The Finance and Administration Director with assistance from the City’s
financial advisor will evaluate the proposed underwriter’s discount against comparable issues in the
market. If there are multiple underwriters in the transaction, the Director will determine the
allocation of underwriting liability and management fees.

The allocation of fees will be determined prior to the sale date; a cap on management fee, expenses
and underwriter’s counsel will be established and communicated to all parties by the Finance
and Administration Director. The senior manager shall submit an itemized list of expenses
charged to members of the underwriting group. Any additional expenses must be substantiated.

Evaluation of Underwriter Performance. The City will evaluate each bond sale after completion
to assess the following: costs of issuance including underwriters’ compensation, pricing of the
bonds in terms of the overall interest cost and on a maturity-by-maturity basis, and the distribution of
bonds and sales credits.

Following each sale, the Finance and Administration Director shall provide a report to the City
Manager and City Council on the results of the sale.

Syndicate and Designation Policies. For each negotiated transaction, the Finance and
Administration Director will prepare syndicate policies that will describe the designation policies
governing the upcoming sale. The Finance and Administration Director shall ensure receipt of
each member’s acknowledgement of the syndicate policies for the upcoming sale prior to the sale
date. Such policies will be established with input from the syndicate members.
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5.17 Consultants

Financial Advisor. The City shall select a financial advisor (or advisors) to assist in its debt
issuance and debt administration processes. Selection of the City’s financial advisor(s) shall be
based on, but not limited to, the following criteria:

Experience in providing consulting services to entities similar to the City
Knowledge and experience in structuring and analyzing bond issues
Experience and reputation of assigned personnel

Fees and expenses

Conflicts of Interest. The City requires that its consultants and advisors provide objective advice
and analysis, maintain the confidentiality of City financial plans, and be free from any conflicts of
interest.

Bond Counsel. City debt will include a written opinion by legal counsel affirming that the City is
authorized to issue the proposed debt, that the City has met all legal requirements necessary for
issuance, and a determination of the proposed debt’s federal income tax status. The approving
opinion and other documents relating to the issuance of debt will be prepared by counsel with
extensive experience in public finance and tax issues. The Bond Counsel will be selected by the
City.

Disclosure by Financing Team Members. All financing team members will be required to provide
full and complete disclosure, relative to agreements with other financing team members and outside
parties. The extent of disclosure may vary depending on the nature of the transaction. However, in
general terms, no agreements shall be permitted which could compromise the firm’s ability to
provide independent advice which is solely in the City’s best interests or which could reasonably be
perceived as a conflict of interest.

5.18 City Continuing Financial Disclosure

The City is committed to full and complete financial disclosure, and to cooperating fully with rating
agencies, institutional and individual investors, City departments, and the general public to share clear,
comprehensive, and accurate financial information. The City is committed to meeting secondary
market disclosure requirements on a timely and comprehensive basis. The City has established a
separate Post Issuance Debt Compliance Policy and Procedures in accordance with Internal Revenue
Service requirements to ensure it meets its continuing disclosure responsibilities.
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RESERVE, CASH MANAGEMENT AND INVESTMENT POLICIES

6.01 Unassigned Fund Balance

After evaluating the City’s operating characteristics, its emergency and disaster risks, its overall
financial health, the diversity and flexibility of its tax base, the reliability of non-property tax
revenue sources, the City’s working capital needs, the impact of the Commonwealth of Virginia
policies and budgets, and other contingent issues, the City Council hereby establishes that the
unassigned fund balance of the City’s general fund will be maintained between thirteen percent
(13%) and fifteen percent (15%) of general fund operating revenues of the same fiscal year. For
purposes of this policy, operating revenues are all revenues excluding other financing sources.

6.02 Assigned or Committed Fund Balance Level

The City Council may assign or commit fund balance by way of a Resolution. Assigned or
committed fund balance may be unassigned or uncommitted by City Council by way of a
Resolution.

6.03 Maintenance of Unassigned Fund Balance Level

At the end of each fiscal year, all general fund revenues in excess of budget will first go into
the unassigned fund balance, until the council approved unassigned general fund balance
reserve for the current fiscal year is met. After the fund balance level is met, the Manassas
City School Board will receive a percent of the remaining excess of general tax revenue as
identified in the most current Joint Budget Agreement. All other excess revenues over
expenditures which have not been assigned or committed by City Council will be committed to
the Capital Reserve Fund Balance.

6.04 Capital Reserve Fund Balance Level

The Capital Reserve Fund Balance is to be used for non-reoccurring needs of the City as
determined by the City Council. Only the City Council may authorize the use of the Capital
Reserve Fund Balance by way of a Resolution budgeting and appropriating the funds.

6.05 Use of Unassigned Fund Balance

It is the policy of the City Council to limit the use of the general fund unassigned fund balance
to address unanticipated, non-recurring needs or known and planned future obligations.
General fund unassigned fund balance shall not normally be applied to recurring annual
operating expenditures. General fund unassigned fund balance may, however, be used to allow
time for the City to restructure its operations in a deliberate manner. Such use will only take
place in the context of long-term fiscal planning.
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6.06 Replenishment of Unassigned Fund Balance

In the event the City Council authorizes the use of general fund unassigned fund balance, the
authorization must be accompanied by a plan to replenish the unassigned fund balance. The
City shall restore the unassigned General Fund Balance to the minimum level established by
council policy from general fund operating revenues within two (2) fiscal years following the
fiscal year in which the event occurred. If necessary, the plan to restore the unassigned
General Fund Balance shall be included and highlighted in the City’s Adopted Five-Year

Forecast.

6.07 Cash Management / Investment Policies

The City Council recognizes that it is the explicit constitutional responsibility of the City
Treasurer to invest City Funds in accordance with Virginia Law. It is the desire of the City
Council to provide the Treasurer with the timeliest information in order to best execute the
powers of the Treasurer’s Office. To that end, the following Investment Policies are intended as

a guide for the City Council to facilitate this relationship.

16
-33-



City of Manassas Treasurer
Investment Policy
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ACCOUNTING AND
FINANCIAL REPORTING
POLICIES

7.01 Basis of Accounting

The Governmental Accounting Standards Board (GASB) is the accepted standard-setting
body for establishing governmental accounting and financial reporting principles applicable to state
and local governments. The City’s accounting and reporting policies conform to these generally
accepted accounting principles (GAAP). The following represent the more significant accounting
and reporting policies and practices used by the City.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered available to be used to pay
liabilities of the current period if they are collectible within the current period or soon enough
thereafter. For this purpose, the City considers revenues to be available if they are collected within
60 days of the end of the current period. Property taxes, sales taxes, other local taxes, and
intergovernmental revenue are all considered to be susceptible to accrual and so have been
recognized as revenues of the current fiscal period. Revenues from the use of money and
property and from intergovernmental grants are recorded as earned regardless of when collected.
The legal and contractual requirements of the individual programs are used as guidance in
determining revenue recognition. All other revenue items are considered to be measurable and
available only when cash is received by the City. Expenditures generally are recorded when a
liability is incurred, as under accrual accounting. However, debt service expenditures, as well as
expenditures related to compensated absences and claims and judgments, are recorded only
when payment is due.

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and
fiduciary fund financial statements. Revenues are recorded when earned and expenses are recorded
when a liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been
met.

7.02 Fund Basis

Governmental Funds

The City reports the general fund as the only major governmental fund. The general fund is the
City’s primary operating fund. It accounts for and reports all financial resources of the City not
accounted for and reported in another fund.

The City utilizes special revenue funds to account for and report the proceeds of specific revenue
sources that are restricted or committed to expenditure for specified purposes other than debt service
or capital projects. In order to be classified as a special revenue fund two criteria must be met.
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e Expenditure for Specified Purposes — Special revenue funds are designed to help determine that
resources that must be used for a specified purpose are, in fact, used for that purpose. Such
limitation on spending may be imposed by external parties, (creditors, grantors, contributors, or
other governments), by constitutional provisions, by enabling legislation, or by action taken by
the City Council.

e Proceeds of Specific Revenue Sources — A limitation on how resources may be spent is not
enough, by itself, to justify the use of a special revenue fund. At the core of each special revenue
fund there must be resources derived from one or more specific revenue sources that provide a
substantial portion of the fund’s total inflows.

The City uses capital projects funds to distinguish its operating activities from its capital activities. In
accordance with GAAP, capital projects funds are used to account for and report financial resources
that are restricted, committed, or assigned to expenditure for capital outlays including the acquisition
or construction of capital facilities and other capital assets. The use of capital projects funds can also
be required by debt covenants, grant contracts, law or regulation and are also used to account and
report on multi-year projects.

The City uses a debt service fund in accordance with GAAP, to account for and report financial
resources that are accumulated and used to service general long term debt. These financial resources
are restricted, committed, or assigned to expenditures for principal and interest on City issued debt
from its governmental operations. The use of a debt service fund would not be appropriate for debt
reported as a liability in a proprietary fund.

In accordance with GAAP, permanent funds should be used to account for and report resources that
are restricted to the extent that only earnings and, not principal, may be used for purposes that support
the City’s programs or that are for the benefit of the City citizens. A Cemetery Maintenance Fund is
used to account for and report fees from the sale of cemetery plots which are invested in a
perpetual care fund established in the City Code of Ordinances. The Code stipulates that $100,000
of the fees are to remain intact and any amount in excess of $100,000 is restricted to
expenditures for cemetery maintenance.

Proprietary Funds

The City uses proprietary funds to account for and report on its operations and activities that are similar
to those performed by commercial enterprises. Unlike commercial enterprises, the use of proprietary
funds is not to maximize its return on invested capital but to provide a service or product to the public
or other government entity at a reasonable cost. This objective is achieved by creating either an
enterprise fund or internal service fund type.

Enterprise Funds
Enterprise funds are used in accordance with GAAP to account and to report on the activities of those
operations which charge fees for operations and services to external customers. The electric, water,
storm water, and sewer utilities funds and the solid waste fund are enterprise funds.
The airport fund accounts for the activities of the Manassas Regional Airport and is also an enterprise
fund.
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Enterprise fund accounting is designed to highlight the extent to which fees and charges for service are
sufficient to cover the costs of providing the goods and services. GAAP also requires the use of
enterprise funds if any of the following criteria is met.

e There is outstanding debt that is backed solely by fees and charges;

e Laws or regulations require that fees and charges be set to recover costs, including capital
costs, and depreciation or debt service;

e There is a pricing policy that fees and charges be set to recover costs, including capital costs,
and depreciation or debt service.

Internal Service Funds
In accordance with GAAP, internal service funds are used to account and report on any activity that
provides goods and services to other funds, departments, or agencies of the primary government and its
component units, or other governments, on a cost reimbursement basis. The City uses internal service
funds account for vehicle maintenance, building maintenance, and information technology
services provided to other departments.

7.03 Internal Control

In developing and maintaining the City’s accounting system, consideration is given to the adequacy of
internal accounting controls. The adequacy of internal accounting controls are designed to provide
reasonable, but not absolute, assurance regarding the safeguarding of City owned assets against loss
from unauthorized use or disposition and the reliability of financial records for preparing financial
statements and maintaining accountability.

The concept of reasonable assurance recognizes that the costs of a control should not exceed the
benefits likely to be derived, and the evaluation of costs and benefits requires estimates and judgments
by management. All internal control evaluations occur within this framework.

7.04 External Audit

The Code of Virginia requires the City to have all of its accounts and records audited annually as of June
30 of each year by an independent certified public accountant in accordance with the Specifications for
Audits of Counties, Cities and Towns issued by the Auditor of Public Accounts (APA), Commonwealth
of Virginia and Government Auditing Standards issued by the Comptroller General of the United States.

In accordance with the City’s Purchasing Policies, as amended, and the Virginia Public Procurement
Act, Sections 2.2-4300 et seq. of the Code of Virginia, as amended, the City will select its external
auditor through the competitive negotiation process by preparing and releasing a Request for
Proposals (RFP). The external auditor will perform those services outlined in the RFP for a period of
not less than five (5) years. The auditor will present their report and findings at the end of each fiscal
year to the City Council.

7.05 Financial Reporting

Reporting Entity
The City is a municipal corporation of the Commonwealth of Virginia and is governed by an
elected mayor and six-member council. The City Council appoints a City Manager who is the
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City’s chief administrative officer and executes the Council’s policies and programs.  The
City’s financial statements include the City and its component unit, the entity for which the City
is considered to be financially accountable.

The City’s only discretely presented component unit, the Manassas City Public Schools
(MCPS), is reported in a separate column in the City’s government-wide financial statements
to emphasize that it is legally separate from the City. The MCPS is responsible for elementary
and secondary education within the City. The MCPS is governed by an elected seven-member
School Board. The City is financially accountable for the MCPS because the City Council
approves the MCPS’s budget, levies taxes to support operations and capital needs and issues debt
for MCPS capital improvements. The MCPS has a June 30 year-end and does not issue separate
financial statements.

Reporting Frequency

The City shall annually prepare and submit to the City Council and, make available to the public via
the City’s website, a comprehensive annual financial report (CAFR) to present the results,
financial position, and operations of the City for the prior fiscal year.

Quarterly budget summary reports will be presented to the City Council Finance Committee after
the close of each quarter. Such reports will enable the City Council to be informed of the financial
status of the City.
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GLOSSARY

Arbitrage. The difference between the interest paid on the tax-exempt securities and the interest
earned by investing the security proceeds in higher-yielding taxable securities. IRS regulations
govern arbitrage on the proceeds from issuance of municipal securities.

Balloon Maturity. A later maturity within an issue of bonds which contains a disproportionately
large percentage of the principal amount of the original issue.

Bond Anticipation Notes (BANs). Notes which are paid from the proceeds of the issuance of long-
term bonds. Typically issued for capital projects.

Bullet Maturity. A maturity for which there are no principal and/or sinking fund payments prior to
the state maturity date.

Call Provisions. The terms of the bond giving the issuer the right to redeem all or a portion of a
bond prior to its stated date of maturity at a specific price, usually at or above par.

Capitalized Interest. A portion of the proceeds of a bond issue which is set aside to pay interest on
the same bond issue for a specific period of time. Interest is commonly capitalized for the
construction period of the project.

Commercial Paper. Very short-term, unsecured promissory notes issued in either registered or
bearer form, and usually backed by a line of credit with a bank.

Community Development Authority (CDA). A Community Development Authority (CDA) is a
separate authority that may be used to foster growth and development in a special taxing district. A
CDA can issue debt for public purpose infrastructure paid for with tax revenues generated within the
special taxing district. Public purpose infrastructure includes, but is not limited to: Roads, bridges,
sidewalks, traffic signals, Parking facilities; Storm water management systems; Parks and
recreational facilities; Fire Stations and equipment; and Schools and related structures. Generally, a
CDA can be formed by City Council at the request of 51% or more of the landowners within the
proposed district. Under state law, the District’s special tax rate cannot exceed $0.25 per $100 of
assessed value.

Competitive Sale. A sale/auction of securities by an issuer in which underwriters or syndicates of
underwriters submit sealed bids to purchase the securities. Contrast to a negotiated sale.

Continuing Disclosure. The principle that accurate and complete information material to the
transaction which potential investors would be likely to consider material in making investment
decisions with respect to the securities be made available on an ongoing basis.

Credit Enhancement. Credit support purchased by the issuer to raise the credit rating of the issue.
The most common credit enhancements consist of bond issuance, direct or standby letters of credit,
and lines of credit.
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Debt Service Reserve Fund. The fund in which moneys are placed which may be used to pay debt
service if pledged revenues are insufficient to satisfy the debt service requirements.

Deep Discount Bonds. Bonds which are priced for sale at a substantial discount from their face or
par value.

Derivatives. A financial product whose value is derived from some underlying asset value.

Designation Policies. Outline how an investor’s order is filled when a maturity is oversubscribed
when there is an underwriting syndicate. The senior managing underwriter and issuer decide how
the bonds will be allocated among the syndicate. There are three primary classifications of order
which form the designation policy: Group Net orders; Net Designated orders and Member orders.

Escrow. A fund established to hold moneys pledged and to be used to pay debt service on an
outstanding issue.

Expenses.  Compensates senior managers for out-of-pocket expenses including:  underwriters
counsel, DTC charges, travel, syndicate expenses, dealer fees, overtime expenses, communication
expenses, computer time and postage.

General Obligations. Bonds issued by the City secured by the City’s pledge of its full faith and
credit and unlimited taxing power.

Hedge. A transaction that reduces the interest rate risk of an underlying security.

Intergenerational Equity. Equity or fairness principal that those that benefit from a capital
improvement should pay for it.

Interest Rate Swap. The exchange of a fixed interest rate and a floating interest rate between
counterparties.

Letters of Credit. A bank credit facility wherein the bank agrees to lend a specified amount of
funds for a limited term.

Management Fee.  The fixed percentage of the gross spread which is paid to the managing
underwriter for the structuring phase of a transaction.

Members. Underwriters in a syndicate other than the senior underwriter.

Negotiated Sale. A method of sale in which the issuer chooses one underwriter to negotiate terms
pursuant to which such underwriter will purchase and market the bonds.

Original Issue Discount. The amount by which the original par amount of an issue exceeds its
public offering price at the time it is originally offered to an investor.

Pay-As-You-Go. An issuer elects to finance a project with existing cash flow as opposed to issuing
debt obligations.
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Present Value. The current value of a future cash flow.

Private Placement. The original placement of an issue with one or more investors as opposed to
being publicly offered or sold.

Rebate. A requirement imposed by Tax Reform Act of 1986 whereby the issuer of tax-exempt
bonds must pay the IRS an amount equal to its profit earned from investment of tax-exempt bond
proceeds at rates exceeding the tax-exempt borrowing rate. The tax-exempt borrowing rate (or
“bond yield”) is calculated pursuant to the IRS code together with all income earned on the
accumulated profit pending payment.

Revenue (Limited Liability) Bonds. Bonds issued by the City secured by a specific revenue pledge
of rates, rents or fees.

Selling Groups. The group of securities dealers who participate in an offering not as underwriters
but rather who receive securities less the selling concession from the managing underwriter for
distribution at the public offering price.

Syndicate Policies.  The contractual obligations placed on the underwriting group relating to
distribution, price limitations and market transactions.

Tax Increment Financing District (TIF). A Tax Increment Financing District (TIF) district is a
public financing technique primarily used to foster economic development projects. Upon creation
of a TIF district, a base year and base assessment is established and over time incremental increases
in the TIF district’s real estate assessments and associated real estate tax revenues accrue to the TIF
district and may be used to pay debt service.

Underwriter. A dealer that purchases new issues of municipal securities from the Issuer and resells
them to investors.

Underwriter’s Discount. The difference between the price at which bonds are bought by the
Underwriter from the Issuer and the price at which they are reoffered to investors.

Variable Rate Debt. An interest rate on a security which changes at intervals according to an index
or a formula or other standard of measurement as stated in the bond contract.

24
-41 -



_42 -
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Manassas, Virginia
Office of the City Treasurer
Robin Perkins

This Investment Policy has been established by the Treasurer of the
City of Manassas to ensure effective management of the day-to-day
investment activity for the City, and is designed to increase non-tax
revenues by investing funds when not needed for current obligations.

The Treasurer of the City of Manassas is an elected office
(“Constitutional Officer”) charged with receiving, collecting,
safeguarding and disbursing city funds with general custody of city
funds from all sources. The general custody of all funds requires the
investment of those funds within the confines of the Code of Virginia
and a comprehensive Investment Policy developed and maintained by
the Treasurer.

Questions or recommendations regarding these policies should be
directed to the Treasurer who will consider the recommendations and
implement any which she deems to be in the best interest of the City.

Robin Perkins, Treasurer
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CITY OF MANASSAS, VIRGINIA
INVESTMENT POLICY

A.  INTRODUCTION

The City of Manassas (the “City”) is a political sub-division of the Commonwealth of
Virginia. The cash and investment functions of the City are administered by the
Treasurer, an elected Constitutional Officer.

It is the policy of the City that the investment and administration of its funds be made in
accordance with the Code of Virginia Investment of Public Funds Act, the applicable
provisions of any outstanding bond indebtedness, and this Investment Policy (the
“Policy”). The City shall be in complete compliance with all applicable federal, state
and local laws, and other regulations and statutes governing the investment of public
funds.

The purpose of this Policy is to set general guidelines for the investment of the City’s
funds.

B. SCOPE

This Investment Policy applies to the investment activities of the City of Manassas,
except for its pension and other post-employment benefits funds. All financial assets of
other funds, including the general fund, the enterprise funds, the debt service funds and
other funds that may be created from time to time, shall be administered in accordance
with the provisions of the Policy. For the purpose of this Policy, these funds are referred
to as the “Investment Portfolio”.

The City’s funds are accounted and reported in a series of accounts including the
following:

Governmental Fund Types

Governmental Funds are those through which most governmental functions of the
City are financed. The acquisition, use, and balances of the City’s expendable
financial resources and the related liabilities (except those accounted for in the
Propriety Funds and similar trust funds) are accounted for through Governmental
Funds. The measurement focus is based upon determination of changes in
financial position, rather than upon net income determination. The following are
the City’s governmental funds types:

e General Fund — The General Fund is the general operating fund and is
used to account for all financial resources except those required to be
accounted for in another fund.

e Special Revenue Funds — Special Revenue Funds are used to account for
the proceeds of specific revenue sources (other than major capital projects)
that are legally restricted to expenditures for specified purposes.

e Capital Projects Funds — Capital Projects Funds are used to account for
financial resources to be used for the acquisition or construction of major
capital facilities (other than those financed by Proprietary Funds). The
City has four Capital Projects Funds.
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Proprietary Fund Types

Proprietary Funds are used to account for the City’s ongoing organizations and
activities that are similar to those often found in the private sector. The
measurement focus is based upon determination of net income. The following are
the City’s proprietary fund types:

e Enterprise Funds — Enterprise Funds are used to account for operations (a)
that are financed and operated in a manner similar to private business
enterprises where the intent of the governing body is that the costs
(expenses, including depreciation) of providing services to the general
public on a continuing basis be financed or recovered primarily through
user charges; or (b) where the governing body has decided that periodic
determination of revenues earned, expenses incurred, and/or net income is
appropriate for capital maintenance, public policy, management control,
accountability, or other purposes.

e Internal Service Funds — Internal Service Funds are used to account for the
financing of goods or services provided by one department or agency to
other departments or agencies of the governmental unit, or to other
governmental units, on a cost reimbursement basis.

Fiduciary Fund Types

Fiduciary Funds are used to account for assets held by the City in a trustee
capacity or as an agent for individuals, private organizations, other governmental
units and/or other funds. The following are the City’s fiduciary fund types:

e Trust and Agency Funds — Trust and Agency Funds include Pension Trust,
Non-expendable Trust and Agency Funds. Pension Trust and Non-
expendable Trust Funds are accounted for in essentially the same manner
as Proprietary Funds since capital maintenance is important. Agency
Funds are custodial in nature and do not involve measurement of results of
operations.

Although all these assets and fund types may be pooled for investment purposes, they
may be segregated as necessary for accounting and budgetary reporting purposes.

C.

OBJECTIVES

All investments shall be in compliance with the Code of Virginia Sections 82.2-
4400 et seq. and 82.2-4500 et seq. and Trust Agreements, where applicable.

The cash management and investment activities of the City shall be conducted in
a manner which is consistent with prevailing prudent business practices which
may be applied by other public organizations of similar size and financial
resources.

All investments and deposits will be managed to accomplish the following
fundamental goals:
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e Safety of Principal - The single most important objective of the investment
program is the preservation of principal of those funds within the Investment
Portfolio.

e Maintenance of Liquidity - The Investment Portfolio will be managed at all
times with sufficient liquidity to meet all daily and seasonal needs, as well as
to fund special projects and other operational requirements which are either
known or which might reasonably be anticipated.

e Maximizing Return - The Investment Portfolio shall be managed so as to
maximize the return on investments within the context and parameters set
forth by the safety and liquidity objectives above.

D. STANDARD OF PRUDENCE

All investments shall be in compliance with the Code of Virginia Sections §2.2-4400 et
seq. and 82.2-4500 et seq. Public funds held and invested by the City shall be held in
trust for the citizens of the City and any investment of such funds shall be made solely in
the interest of the citizens of the City and with the care, skill, prudence, and diligence
under the circumstances then prevailing that a person acting in a like capacity and
familiar with such matters would use in the conduct of an enterprise of a like character
and with like aims.

The Treasurer and the Treasurer’s designees, acting in accordance with written
procedures of the code of Virginia, Sections 82.2-4400 et seq., §2.2-4500 et seq. and Sec.
858.1-3123 et seq. and exercising due diligence, shall not be held personally responsible
for a specific security’s credit risk or market price change provided these deviations are
reported by the Treasurer to the City’s stakeholders in a timely manner and that
reasonable and prudent action is taken to control adverse developments. Furthermore, in
accordance with Sec. §58.1-3163 of the Code of Virginia, the Treasurer shall not be
liable for loss of public money due to the default, failure or insolvency of a depository.

E. ETHICSAND CONFLICTS OF INTEREST

1. The Treasurer and the Treasurer’s designees involved in the investment process
shall comply with the Code of Virginia Section §2.2-3100 et seq., the State and
Local Government Conflict of Interests Act. Specifically, no officer or employee
shall:

a. accept any money, loan, gift, favor, service, or business or professional
opportunity that reasonably tends to influence him in the performance of
his official duties; or

b. accept any business or professional opportunity when he knows there is a
reasonable likelihood that the opportunity is being afforded to influence
him in the performance of his official duties.

2. The Treasurer and the Treasurer’s designees involved in the investment process
shall refrain from personal business activity that could conflict with the proper
execution and management of the investment program, or that could impair their
ability to make impartial decisions.
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F. DELEGATION OF AUTHORITY

The Treasurer may designate a deputy, other staff, or employ an outside investment
manager to manage the day-to-day investment operations and place actual buy/sell orders
with brokers consistent with this Policy and other administrative procedures.

G. AUTHORIZED INVESTMENTS

The Treasurer may invest in the following securities that are in compliance with the
Virginia Code. The Treasurer, however, may impose additional requirements and
restrictions in order to ensure that the City’s goals are met. Permitted Investments
include:

1. U.S. Treasury Obligations. Bills, notes and any other obligation or security
issued by or backed by the full faith and credit of the United States Treasury. The
final maturity shall not exceed a period of four (4) years from the time of
purchase.

2. Federal Agency Obligations. Bonds, notes and other obligations of the United
States, and securities issued by any federal government agency or instrumentality
or government sponsored enterprise except for Collateralized Mortgage
Obligations, with a rating of at least “AA” (or its equivalent) by at least two
NRSROs, one of which will be either Moody’s Investors Services, Inc., or
Standard & Poor’s, Inc.. The final maturity shall not exceed a period of four (4)
years from the time of purchase.

3. Municipal Obligations. Bonds, notes and other general obligations of the
Commonwealth of Virginia and its agencies, authorities, and political
subdivisions upon which there is no default, has a rating of at least “AA” by
Standard & Poor’s and “Aa” by Moody’s Investors Service, matures within four
(4) years of the date of purchase, and otherwise meets the requirements of Code
of Virginia 82.2-4501.

4. Commercial Paper. “Prime quality” commercial paper, with a maturity of 270
days or less, issued by domestic corporations (corporations organized and
operating under the laws of the United States or any state thereof) provided that
the issuing corporation, or its guarantor, has a short-term debt rating of no less
than “A-1" by Standard & Poor’s and “P-1” by Moody’s Investors Service.

5. Bankers Acceptance. Issued by domestic banks or a federally chartered office of
a foreign bank, which are eligible for purchase by the Federal Reserve System
with a maturity of 180 days or less. The issuing corporation, or its guarantor,
must have a short-term debt rating of no less than “A-1" (or its equivalent) by at
least two of the NRSROs.

6. Corporate Notes. High quality corporate notes with a rating of at least “AA” by
Standard & Poor’s and “Aa” by Moody’s Investors Service. The final maturity
shall not exceed a period of four (4) years from the time of purchase

7. Negotiable Certificates of Deposit and Bank Deposit Notes. Negotiable
certificates of deposit and negotiable bank deposit notes of domestic banks and
domestic offices of foreign banks with a rating of at least “A-1" by Standard &
Poor’s, Inc., and “P-1" by Moody’s Investors Service, for maturities of one year
or less, and a rating of at least “AA” by Standard & Poor’s and “Aa” by Moody’s
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Investors Service, for maturities over one (1) year. The final maturity may not
exceed a period of four (4) years from the time of purchase.

8. Money Market Mutual Funds (Open-Ended Investment Funds). Shares in
open-end, no-load investment funds provided such funds are registered under the
Federal Investment Company Act of 1940, provided that the fund is rated at least
“AAAM” or the equivalent by an NRSRO. The mutual fund must comply with all
requirements of Rule 2(a)-7, or any successor rule, of the United States Securities
and Exchange Commission, provided the investments by such funds are restricted
to investments otherwise permitted by the Code of Virginia for political sub-
divisions.

9. Local Government Investment Pool (LGIP). A specialized money market-like
fund created in the 1980 session of the General Assembly designed to offer a
convenient and cost-effective investment vehicle for public entities. The Fund is
administered by the Treasury Board of the Commonwealth of Virginia and is
rated AAAm by Standard & Poors, Inc.

10. Virginia State Non-Arbitrage Program (Virginia SNAP). An investment
program authorized by the Government Non-Arbitrage Act in 1989 (Code of
Virginia 82.2-4700 through 2.2-4705). The program is administered by the
Treasury Board of the Commonwealth of Virginia and offers a variety of
investment options for bond proceeds.

11. Repurchase Agreements. In overnight, term and open repurchase agreements
provided that the following conditions are met:

a. the contract is fully secured by deliverable U.S. Treasury and Federal Agency
obligations as described in paragraph 1 above (with a maximum maturity of 5
years), having a market value at all times of at least one hundred and two
percent (102%) of the amount of the contract;

b. a Master Repurchase Agreement or specific written Repurchase Agreement
governs the transaction;

c. the securities are free and clear of any lien and held by an independent third
party custodian acting solely as agent for the City, provided such third party is
not the seller under the repurchase agreement;

d. a perfected first security interest under the Uniform Commercial Code in
accordance with book entry procedures prescribed at 31 C.F.R. 306.1 et seq.
or 31 C.F.R. 350.0 et seq. in such securities is created for the benefit of the
City;

e. for repurchase agreements with terms to maturity of greater than one (1) day,
the City will value the collateral securities daily and require that if additional
collateral is required then that collateral must be delivered within one business
day (if a collateral deficiency is not corrected within this time frame, the
collateral securities will be liquidated);

f. the counterparty is a:

I.  primary government securities dealer who reports daily to the Federal
Reserve Bank of New York, or

ii.  abank, savings and loan association, or diversified securities broker-
dealer having at least $5 billion in assets and $500 million in capital
and subject to regulation of capital standards by any state or federal
regulatory agency; and

g. the counterparty meets the following criteria:
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I.  along-term credit rating of at least *AA’ or the equivalent from an
NRSRO.

ii.  has been in operation for at least 5 years, and
iii.  is reputable among market participants.
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H. PORTFOLIO DIVERSIFICATION

The Investment Portfolio shall be diversified by security type and institution. The
maximum percentage of the portfolio permitted in each eligible security is as follows:

Permitted Investment Sector Limit Issuer Limit
U.S. Treasury Obligations 100% 100%
Federal Agency Obligations 100% 35%
Municipal Obligations 20% 3%
Commercial Paper 25% 5%
Bankers’ Acceptances 25% 5%
Corporate Notes 25% 5%
Negotiable Certificates of 25% 5%
Deposit and Bank Deposit

Notes

Money Market Mutual Funds 75% 50%
LGIP 100% 100%
Repurchase Agreements 50% 25%

l. MAXIMUM MATURITY

Maintenance of adequate liquidity to meet the cash flow needs of the City is essential.
Accordingly, to the extent possible, the investment portfolio will be structured in a
manner that ensures sufficient cash is available to meet anticipated liquidity needs.
Whenever practical, selection of investment maturities will be consistent with the known
cash requirements of the City in order to minimize the forced sale of securities prior to
maturity.

To manage the volatility of the Investment Portfolio, the Treasurer shall determine an
appropriate duration or weighted average maturity (“WWAM?) target for the Investment
Portfolio or for any separate fund identified in section B. Scope.

Debt service reserve funds with longer term investment horizons may be invested in
securities exceeding five (5) years if the maturity of such investment is made to coincide
as nearly as practical with the expected use of funds.

J. SECURITY DOWNGRADES

In the event that any security held in the Investment Portfolio is downgraded below “AA”
or equivalent rating by any NRSRO, the Treasurer shall be notified immediately and shall
make a determination on the security’s disposition.

K. INVESTMENT OF BOND PROCEEDS

The City intends to comply with all applicable sections of the Internal Revenue Code as it
related to Arbitrage Rebate and the investment of bond proceeds. All investment records
will be maintained to ensure compliance with all regulations.

L. COLLATERALIZATION OF BANK DEPOSITS

All bank deposits of the City should be considered Public Deposits as defined by Code of
Virginia Security for Public Deposits Act (Section 2.2-4400 et seq.) and all deposits must
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be made with Qualified Pubic Depositories. There shall be no sector or issuer limit for
properly insured or collateralized public deposits, or deposits made in accordance with
Code of Virginia 2.2-4518.

M. SELECTION OF BROKER/DEALERS

The Treasurer will maintain a list of broker/dealers that are approved for investment
purposes. All broker/dealers who desire to provide investment services to the City will
be provided with current copies of the City’s Investment Policy. Before an organization
can provide investment services to the City, it must confirm in writing that it has received
and reviewed the City’s Investment Policy.

At the request of the Treasurer, broker/dealers will supply the City with information
sufficient to adequately evaluate their financial capacity and creditworthiness. The
following information will be provided:
1) Audited financial statements demonstrating compliance with state and federal
capital adequacy guidelines
2) Proof of Financial Institution Regulatory Authority (“FINRA”) certification
3) Proof of state registration
4) Certification of having read and understood and agreeing to comply with the
City’s investment policy
5) Evidence of adequate insurance coverage.
6) A sworn statement by an authorized representative of the broker/dealer
pledging to adhere to “Capital Adequacy Standards” established by the
Federal Reserve Bank and acknowledging the broker/dealer understands that
the City has relied upon this pledge;
7) any additional information requested by the Treasurer in evaluating the
creditworthiness of the institution.

Only firms meeting the following requirements will be eligible to serve as broker/dealers
for the City:
1) “Primary” dealers and regional dealers that qualify under Securities and
Exchange Commission Rule 15C3-1 (uniform net capital rule);
2) Capital of at least $10,000,000;
3) Registered as a dealer under the Securities Exchange Act of 1934;
4) Member of the Financial Institution Regulatory Authority (“FINRA”);
5) Registered to sell securities in the Commonwealth of Virginia; and
6) Engaged in the business of effecting transactions in U.S. government and
agency obligations for at least five (5) consecutive years.

The City shall designate broker/dealers on an annual basis. If an external third-party
Investment Manager is engaged, the Treasurer may designate that Investment Manger to
maintain a list of approved broker/dealers.

N. ENGAGEMENT OF INVESTMENT MANAGERS

The Treasurer may engage one or more qualified firms to provide investment
management services for the City. All investment management firms who desire to
provide investment services to the City will be provided with current copies of the City’s
Investment Policy. Before an organization can provide investment services to the City, it
must confirm in writing that it has received and reviewed the City’s Investment Policy.
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Only firms meeting the following requirements will be eligible to serve as investment
manager for the City:
1) Registered with the Securities and Exchange Commission under the
Investment Advisers Act of 1940;
2) Must provide to the City an annual updated copy of Form ADV, Part I1;
3) Must be registered to conduct business in the Commonwealth of Virginia; and
4) Must have proven experience in providing investment management services
under Code of Virginia §Sections 2.2-4500 et seq.

Any firm engaged by the City to provide investment services shall:

1) Maintain a list of approved security brokers/dealers selected by
creditworthiness who are authorized to provide investment services in the
Commonwealth of Virginia;

2) Provide monthly reports of transactions and holdings to the Treasurer;

3) Provide quarterly performance reports that display investment performance in
comparison to the City’s investment benchmarks and which show that the
manager has solicited at least three bids for any security purchased or sold on
behalf of the City; and

4) Not collect any soft dollar fees from any broker/dealer or other financial firm
in relation to services provided to the City.

O. COMPETITIVE SELECTION OF INVESTMENT
INSTRUMENTS

All securities purchases and sales will be transacted only with designated broker/dealers
through a formal and competitive process requiring the solicitation and evaluation of at
least three bids/offers, taking into consideration current market conditions. Electronic
bids will be accepted. The City will accept the bid which, in the sole judgment of the
Treasurer or his/her designee: (a) offers the highest rate of return within the maturity
required; (b) optimizes the investment objective of the overall Investment Portfolio,
including diversification requirements. When selling a security, the City will select the
bid that generates the highest sale price, consistent with the diversification requirements.

P.  SAFEKEEPING AND CUSTODY

All investment securities purchased by the City or held as collateral on deposits or
investments shall be held by the City or by a third-party custodial agent that may not
otherwise be counterparty to the investment transaction. The custodial agent shall
annually provide a copy of its most recent reports issued in accordance with the
Statement on Standards for Attestation Engagements (SSAE) No. 16.

All securities in the City’s Investment Portfolio will be held in the name of the City and
will be free and clear of any lien. Further, all investment transactions will be conducted
on a delivery-vs.-payment basis. The custodial agent shall issue a safekeeping receipt to
the City listing the specific instrument, rate, maturity, and other pertinent information.
On a monthly basis, the custodial agent will provide reports that list all securities held for
the City, the book value of holdings, and the market value as of month-end.

The City officials and representatives of the custodial agent responsible for, or in any
manner involved with, the safekeeping and custody process of the City shall be bonded in
such a manner as to protect the City from losses from malfeasance and misfeasance.
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Original copies of non-negotiable certificates of deposit and confirming copies of all
other investment transactions must be delivered to the City or its custodial agent.

Q. INTERNAL CONTROLS

The Treasurer shall establish a framework of internal controls governing the
administration and management of the City’s Investment Portfolio. Such controls shall
be designed to prevent and control losses of the City monies arising from fraud,
employee error, misrepresentation by third parties, unanticipated changes in financial
markets, or imprudent actions by any personnel. The internal control structure shall be
designed to provide reasonable assurance that these objectives are met. The concept of
reasonable assurance recognizes that: (1) the cost of a control should not exceed the
benefits likely to be derived and (2) the valuation of costs and benefits require estimates
and judgments by management.

R.  RECORDS AND REPORTS

The Treasurer will review an investment report on at least a quarterly basis as provided
by external and/or internal investment managers.

The Treasurer shall report to the City Council on a regular basis, as determined by the
City Council. The City Council may require additional information or clarification from
the Treasurer either orally or in writing.

The reports to the City Council shall consist of a summary of cash and investments by
depository and a listing of all investments. A report shall be prepared for each calendar
month as of the last day of that month.

S. PERFORMANCE STANDARDS

The Investment Portfolio will be designed to obtain at least a market level rate of return,
given budgetary and economic cycles, commensurate with the City’s investment risk and
cash flow needs. The City’s portfolio management approach will be active, allowing
periodic restructuring of the Investment Portfolio to take advantage of current and
anticipated interest rate movements.

The returns on the Investment Portfolio will be compared on a quarterly basis to indices
of U.S. Treasury securities having similar maturities or to other appropriate benchmarks.

For funds having a weighted average maturity greater than 90 days, performance will be
computed on a total return basis.

T. INVESTMENT POLICY ADOPTION

This policy is enacted by the Treasurer of the City of Manassas, Virginia this__ day of

Treasurer, City of Manassas, Virginia
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Glossary of Terms

Bankers’ Acceptance: a draft or bill or exchange accepted by a bank or trust company.
The accepting institution guarantees payment of the bill, as well as the issuer.

Benchmark: a comparative base for measuring the performance or risk tolerance of the
investment portfolio. A benchmark should represent a close correlation to the level of risk
and the average duration of the portfolio’s investments.

Broker: brings buyers and sellers together for a commission.

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

Collateral: securities, evidence of deposit or other property, which a borrower pledges to
secure repayment of a loan. Also refers to securities pledged by a bank to secure deposits
of public monies.

Commercial Paper: An unsecured promissory note with a fixed maturity no longer than
270 days. Public offerings are exempt from SEC regulation.

Corporate Notes: Unsecured promissory notes issued by corporations to raise capital.
Dealer: acts as a principal in all transactions, buying and selling for his own account.

Debenture: a bond secured only by the general credit of the issuer.

Delivery versus Payment: delivery of securities with an exchange of money for the
securities. (See also “Delivery versus Receipt”)

Delivery versus Receipt: delivery of securities with an exchange of a signed receipt for
the securities. Also known as “free” delivery. (See also “Delivery versus Payment).

Diversification: allocation investment funds among a variety of securities offering
independent returns.

Federal Agency: government sponsored/owned entity created by the U.S. Congress,
generally for the purpose of acting as a financial intermediary by borrowing in the
marketplace and directing proceeds to specific areas of the economy considered to
otherwise have restricted access to credit markets, also referred to as Government
Sponsored Enterprises or GSEs. The largest are Ginnie Mae, Fannie Mae, Freddie Mac,
Federal Home Loan Banks, Federal Farm Credit Bank, Tennessee Valley Authority.

Federal Funds: funds placed in Federal Reserve Banks by depository institutions in
excess of current reserve requirements, and frequently loaned or borrowed on an
overnight basis between depository institutions.

Federal Funds Rate: the rate of interest at which Fed funds are traded. This rate is

currently pegged by the Federal Reserve through open — market operations.
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Liquidity: the ability of ease with which as asset can be converted into cash without a
substantial loss of value. In the money market, a security is said to be liquid if the spread
between bid and asked prices is narrow and reasonable size can be transacted at those
quotes.

Market Value: the price at which a security is trading and could presumably be
purchased or sold.

Master Repurchase Agreement: a written contract covering all future transactions
between the parties to repurchase—reverse repurchase agreements that establishes each
party’s rights in the transactions. A master agreement will often specify, among other
things, the right of the buyer-lender to liquidate the underlying securities in the event of
default by the seller borrower.

Maturity: the date upon which the principal or stated value of an investment becomes
due and payable.

Nationally Recognized Statistical Rating Organization (NRSRO): A credit rating
agency which issues credit ratings that the U.S. Securities and Exchange Commission
(the “SEC”) permits other financial firms to use for certain regulatory purposes. Several
examples include Moody’s Investor Service, Standard & Poor’s and Fitch Ratings.

Portfolio: collection of securities held by an investor.

Primary Dealer: a group of government securities dealers who submit daily reports of
market activity and positions and monthly financial statements to the Federal Reserve
Bank of New York and are subject to its informal oversight. Primary dealers include
Securities and Exchange Commission (SEC)-registered securities broker-dealers, banks,
and a few unregulated firms.

Rate of Return: the yield obtainable on a security based on its purchase price or its
current market price. This may be the amortized yield to maturity on a bond or the
current income return.

Repurchase Agreement (RP or REPO): a agreement under which the holder of
securities sells these securities to an investor with a commitment to repurchase the
securities at a fixed price on a fixed date. The security’s “buyer” in effect lends the
“seller” money for the period of the agreement, and the terms of the agreement are
structured to compensate him for this.

Safekeeping: a service rendered by banks for a fee whereby securities and valuables of
all types and descriptions are held by the bank for protection.

SEC Rule 15C3-1: see “Uniform Net Capital Rule”.

Securities and Exchange Commission (“SEC”): agency created by Congress to protect
investors in securities transactions by administering securities legislation.
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Treasury Bills: a non-interest bearing discount security issued by the U.S. Treasury to
finance the national debt. Most bills are issued to mature in three months, six months, or
one year.

Treasury Bonds: long-term coupon-bearing U.S. Treasury securities issued as direct
obligations of the U.S. Government and having initial maturities of more than 10 years.

Treasury Notes: medium-term coupon-bearing U.S. Treasury securities issued as direct
obligations of the U.S. Government and having initial maturities from two to 10 years.

Uniform Net Capital Rule: Securities and Exchange Commission requirement that
member firms as well as nonmember broker-dealers in securities maintain a maximum
ratio of indebtedness to liquid capital of 15 to 1; also called net capital rule and net
capital ratio. Indebtedness covers all money owed to a firm, including margin loans and
commitments to purchase securities, one reason new public issues are spread among
members of underwriting syndicates. Liquid capital includes cash and assets easily
converted into cash.

Yield: the rate of annual income return on an investment, expressed as a percentage.
Income/current yield is obtained by dividing the current dollar income by the current
market price for the security. Net yield or yield to maturity is the current income yield
minus any premium above par or plus any discount from par in purchase price, with the
adjustment spread over the period from the date of purchase to the date of maturity of the
bond.
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Investment of Public Funds Act

2010 Code of Virginia

Title 2.2 - ADMINISTRATION OF GOVERNMENT.

Chapter 45 - Investment of Public Funds Act (2.2-4500 thru 2.2-4518)
2.2-4500 - Legal investments for public sinking funds.

8§ 2.2-4500. Legal investments for public sinking funds.

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

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

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

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

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

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

(1956, c. 184, § 2-297; 1958, c. 102; 1966, c. 677, § 2.1-327; 1970, c. 75; 1974, c. 288;
1986, c. 270; 1988, cc. 526, 834; 1996, cc. 77, 508; 2001, c. 844.)
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2.2-4501 - Legal investments for other public funds.
8§ 2.2-4501. Legal investments for other public funds.

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

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

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

3. Stocks, bonds, notes and other evidences of indebtedness of any state of the United
States upon which there is no default and upon which there has been no default for more
than 90 days; provided, that within the 20 fiscal years next preceding the making of such
investment, such state has not been in default for more than 90 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 earnings available for payment of principal and interest equal to estimated
requirements for that purpose according to the terms of the issue, the standards of
judgment and care required in Article 9 (8 64.2780 et seq.) of Chapter 7 of Title 64.2,
without reference to this section, shall apply.

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

5. Legally authorized stocks, bonds, notes and other evidences of indebtedness of any
city, county, town or district situated in any one of the states of the United States upon
which there is no default and upon which there has been no default for more than ninety
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days; provided, that (i) within the 20 fiscal years next preceding the making of such
investment, such city, county, town or district has not been in default for more than 90
days in the payment of any part of principal or interest of any stock, bond, note or other
evidence of indebtedness issued by it; (ii) such city, county, town or district shall have
been in continuous existence for at least 20 years; (iii) such city, county, town or district
has a population, as shown by the federal census next preceding the making of such
investment, of not less than 25,000 inhabitants; (iv) the stocks, bonds, notes or other
evidences of indebtedness in which such investment is made are the direct legal
obligations of the city, county, town or district issuing the same; (v) the city, county,
town or district has power to levy taxes on the taxable real property therein for the
payment of such obligations without limitation of rate or amount; and (vi) the net
indebtedness of such city, county, town or district (including the issue in which such
investment is made), after deducting the amount of its bonds issued for self-sustaining
public utilities, does not exceed 10 percent of the value of the taxable property in such
city, county, town or district, to be ascertained by the valuation of such property therein
for the assessment of taxes next preceding the making of such investment.

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

B. This section shall not apply to funds authorized by law to be invested by the Virginia
Retirement System or to deferred compensation plan funds to be invested pursuant to §
51.1-601 or to funds contributed by a locality to a pension program for the benefit of any
volunteer fire department or volunteer emergency medical services agency established
pursuant to § 15.2-955.

C. Investments made prior to July 1, 1991, pursuant to § 51.1-601 are ratified and
deemed valid to the extent that such investments were made in conformity with the
standards set forth in Chapter 6 (8§ 51.1-600 et seq.) of Title 51.1.

(1956, c. 184, § 2-298; 1966, c. 677, § 2.1-328; 1980, c. 596; 1988, c. 834; 1991, c. 379;
1992, c. 810; 1996, c. 508; 1999, ¢. 772; 2001, c. 844; 2007, c. 67; 2008, c. 295; 2015,
cc.502,503.)

2.2-4502 - Investment of funds of Commonwealth, political subdivisions, and public
bodies in ""prime quality”" commercial paper.

8§ 2.2-4502. Investment of funds of Commonwealth, political subdivisions, and public
bodies in "prime quality” commercial paper.

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

City of Manassas Investment Policy | 17
-63-



Inc., within its rating of F-1, by Duff and Phelps, Inc., within its rating of D-1, or by their
corporate successors, provided that at the time of any such investment:

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

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

3. All existing senior bonded indebtedness of the issuer, or its guarantor, is rated "A" or
better or the equivalent rating by at least two of the following: Moody's Investors Service,
Inc., Standard & Poor's, Inc., Fitch Investor's Services, Inc., or Duff and Phelps, Inc.

Not more than thirty-five percent of the total funds available for investment may be
invested in commercial paper, and not more than five percent of the total funds available
for investment may be invested in commercial paper of any one issuing corporation.

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

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

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

(1973, c. 232, § 2.1-328.1; 1974, c. 295; 1976, c. 665; 1986, c. 170; 1987, c. 73; 1988, c.
834; 1992, c. 769; 2001, c. 844.)

2.2-4503 - Description unavailable
§ 2.2-4503.
Not set out.

2.2-4504 - Investment of funds by the Commonwealth and political subdivisions in
bankers' acceptances.

8§ 2.2-4504. Investment of funds by the Commonwealth and political subdivisions in
bankers' acceptances.

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

City of Manassas Investment Policy | 18
-64 -



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

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

8 2.2-4505. Investment in certificates representing ownership of treasury bond principal
at maturity or its coupons for accrued periods.

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

(1983, c. 117, § 2.1-328.5; 1985, c. 352; 1988, c. 834; 2001, c. 844.)
2.2-4506 - Securities lending.
§ 2.2-4506. Securities lending.

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

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

2.2-4507 - Investment of funds in overnight, term and open repurchase agreements.
8 2.2-4507. Investment of funds in overnight, term and open repurchase agreements.
Notwithstanding any provision of law to the contrary, the Commonwealth, all public
officers, municipal corporations, other political subdivisions and all other public bodies
of the Commonwealth, may invest any and all moneys belonging to them or within their

control in overnight, term and open repurchase agreements that are collateralized with
securities that are approved for direct investment.

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

2.2-4508 - Investment of certain public moneys in certain mutual funds.

8§ 2.2-4508. Investment of certain public moneys in certain mutual funds.
Notwithstanding any provision of law to the contrary, the Commonwealth, all public

officers, municipal corporations, other political subdivisions and all other public bodies
of the Commonwealth may invest any and all moneys belonging to them or within their
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control, other than sinking funds that are governed by the provisions of § 2.2-4500, in one
or more open-end investment funds, provided that the funds are registered under the
Securities Act (8 13.1-501 et seq.) of the Commonwealth or the Federal Investment Co.
Act of 1940, and that the investments by such funds are restricted to investments
otherwise permitted by law for political subdivisions as set forth in this chapter, or
investments in other such funds whose portfolios are so restricted.

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

2.2-4509 - Investment of funds in negotiable certificates of deposit and negotiable
bank deposit notes.

§ 2.2-4509. Investment of funds in negotiable certificates of deposit and negotiable bank
deposit notes.

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

(1998, cc. 20, 21, § 2.1-328.15; 2001, c. 844.)
2.2-4510 - Investment of funds in corporate notes.
§ 2.2-4510. Investment of funds in corporate notes.

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

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

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

C. Notwithstanding any provision of law to the contrary, the Department of the Treasury
may invest any and all moneys belonging to it or within its control, other than sinking
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funds, in high quality corporate notes with a rating of at least BBB or Baa2 by two rating
agencies, one of which shall be Moody's Investors Service, Inc., or Standard and Poors,
Inc. With regard to investment securities rated below A, the Commonwealth Treasury
Board shall establish strict investment guidelines concerning the investment in such
securities and monitor the performance of the securities for compliance with the
investment guidelines.

(1987, c. 187, § 2.1-328.10; 1988, c. 834; 1994, c. 145; 2001, c. 844; 2002, cc. 18, 438;
2005, c. 30.)

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

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

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

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

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

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

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

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

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

8§ 2.2-4513. Investments by transportation commissions.
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Transportation commissions that provide rail service may invest in, if required as a
condition to obtaining insurance, participate in, or purchase insurance provided by,
foreign insurance companies that insure railroad operations.

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

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

8§ 2.2-4514. Commonwealth and its political subdivisions as trustee of public funds;
standard of care in investing such funds.

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

(1996, c. 437, § 2.1-328.14; 2001, c. 844.)
2.2-4515 - Collateral and safekeeping arrangements.
8 2.2-4515. Collateral and safekeeping arrangements.

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

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

The provisions of this section shall not apply to (i) investments with a maturity of less
than 31 calendar days or (ii) the State Treasurer, who shall comply with safekeeping
guidelines issued by the Treasury Board or to endowment funds invested in accordance
with the provisions of the Uniform Prudent Management of Institutional Funds Act,
Article 1.2 (8 55-268.11 et seq.) of Chapter 15 of Title 55.

(1988, c. 834, § 2.1-329.01; 2001, c. 844; 2008, c. 184.)
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2.2-4516 - Liability of treasurers or public depositors.
§ 2.2-4516. Liability of treasurers or public depositors.

When investments are made in accordance with this chapter, no treasurer or public
depositor shall be liable for any loss therefrom in the absence of negligence, malfeasance,
misfeasance, or nonfeasance on his part or on the part of his assistants or employees.

(1979, c. 135, § 2.1-329.1; 2001, c. 844.)
2.2-4517 - Contracts on interest rates, currency, cash flow or on other basis.
8 2.2-4517. Contracts on interest rates, currency, cash flow or on other basis.

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

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

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

(2002, c. 407.)

2.2-4518 - Investment of funds in deposits.
8§ 2.2-4518. Investment of funds in deposits.

A. Notwithstanding any provision of law to the contrary, the Commonwealth and all
public officers, municipal corporations, other political subdivisions, and all other public
bodies of the Commonwealth, each referred to in this section as a "public entity," may
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invest any or all of the moneys belonging to them or within their control in accordance
with the following conditions:

1. The moneys are initially invested through any federally insured bank or savings
institution selected by the public entity that is qualified by the Virginia Treasury Board to
accept public deposits;

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

3. The full amount of principal and any accrued interest of each such deposit is covered
by federal deposit insurance;

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

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

B. After deposits are made in accordance with the conditions prescribed in subsection A,
such deposits shall not be subject to the provisions of Chapter 44 (8 2.2-4400 et seq.), 8
2.2-4515, or any security or collateral requirements that may otherwise be applicable to
the investment or deposit of public moneys by government investors.

(2008, c. 103; 2010, c. 33.)

Disclaimer: These codes may not be the most recent version. Virginia may have more
current or accurate information, no warranties or guarantees about the accuracy,
completeness, or adequacy of the information contained on this site or the information
linked to on the state site. Please check official sources.
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ITEM NO.
August 5, 2015 — Finance Committee

5 Minutes

Consideration of Amendment to Interjurisdictional Agreement Related to The Manassas
Regional Airport

In March of 2000, the FAA responded to a request for clarification from the City on the
Interjurisdictional Agreement. The FAA letter stated that airport revenues may not be
shared, and that the revenue generated by an airport must remain with the airport and
be used only for the airport’s capital and operating costs, which was contrary to Section
IV (Airport Agreement on Page 13) in the Interjurisdictional Agreement. This issue has
remained unresolved since 1999 and no surplus has been shared.

The attached Amendment to the Interjurisdictional Agreement with Prince William
County will end the revenue sharing with the County and all revenues will remain in the
Airport Fund to be used for capital and operational expenditures per the FAA ruling.
Any excess revenues will be held to offset any future deficits that may be incurred for
airport services, before calculating deficit amounts to be shared between the parties.

A reconciliation of the annual surplus and/or deficit based on the FAA ruling and this
amendment shows a net deficit per the agreement of $78,876 due to the City from the
County for the period from 1999-2014. Beginning with FY 2015, all airport revenues will
remain in the Airport Fund, in compliance with the FAA determination.

Approve the Amendment to the Interjurisdictional Agreement Related to The Manassas
Regional Airport, To Be in Compliance With the FAA Requirements

Approve Disapprove Reviewed See Comments

Approve Disapprove Reviewed See Comments

Prince William County will remit $78,876 to the City for their share of the net deficit
between FY 1999 through FY 2014. From FY 2015 forward, all revenues will remain in the
Airport Fund for capital and operating costs.

W. Patrick Pate, City Manager, (703) 257-8212
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AMENDMENT TO INTERJURISDICTIONAL AGREEMENT RELATED TQO

THE MANASSAS REGIONAL AIRPORT

THIS AGREEMENT, made this ___ day of , 2015, by and among

the BOARD OF COUNTY SUPERVISORS OF PRINCE WILLIAM COUNTY,
VIRGINIA (“the County™), and the CITY OF MANASSAS, VIRGINIA (“Manassas”™), is
undertaken for the purpose of defining how the parties will share the costs of operating the
Manassas Regional Airport (“City Airport™) which they have funded in cooperation with each
other for many years. The parties hereto agree that this Agreement shall supercede all other

written agreements previously made by them with respect to the City Airport.

WHEREAS, the parties entered into an interjurisdictional agreement on May 10, 1983 for
the exchange and sharing of public services for the mutual benefit of the citizens of both

jurisdictions; and

WHEREAS, Section IV of this agreement included services at the City Airport and an
agreement to share revenues and expenditures of the City Airport in a ratio of 20% to the County

and 80% to the City each fiscal year, and

WHEREAS, The FAA provided an opinion in a letter dated March 16, 2000 that airport

revenues could not be shared as described in the Agreement, and

WHEREAS, In order to meet the FAA requirements the parties desire to amend the

agreement.

NOW, THEREFORE and in consideration of the mutual promises contained in

this Agreement, the parties agree as follows:
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1. Sharing of Revenues: The sharing of revenues portion of the agreement will be
stricken and all revenues defined in the Agreement will be used for airport capital and
operational costs.

2. Revenues in excess of Expenditures: Any revenues which exceed the capital and

operational expenditures will be held by the City in the Airport Fund to offset any future deficits
that may be incurred for airport services before calculating deficit amounts to be shared between
the parties.

3. Membership on the Airport Board: The County will continue to appoint two
representatives to the Manassas Regional Airport Board.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be

executed by their proper officers, who have been duly authorized to do so, and their seals are

attached to this Agreement.
BOARD OF COUNTY SUPERVSIORS OF
PRINCE WILLIAM, COUNTY, VIRGINIA
By:
Corey Stewart, Chairman
ATTEST:
Clerk
THE CITY OF MANASSAS
By:
Harry J. Parrish, II, Mayor
ATTEST:
Clerk
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FROM : MANASSAS REGIONAL AIRPORT FAX MO, @ 7&83-257-B286 Jan. 28 2P@2 B5:82PM

@

1. 8, Department
of Transportation

SHINGTON AIRPORTS DISTRICT CFFICE
Box 16780

ington, D.C. 20041.6780

Teldphone: 703/661-1357

¥ 703/661-1370

Federal Aviation
Admiolstration

March 16, 2000

Mr. Bruce H. Lawson
Airpart Director

PO Box 560

Manassas Regional Airport
Manassas, Virginia 20108

RE: Manassas Regional Airport — Airport Revenue Determination
Dear Mr. Lawson:

The FAA has reviewed your letter date January 31, 2000 which requested a formal determination
on a proposed payment of a portion of airport revenues to a govemment agency pursuant to an
Interjurisdictional Agreement and a sccond issue regarding use of airport revenue. Based on our
review the following comments are offered:

The City of Manessas and. Prince Willizms County entered into an Interjurisdictional Agreement
dated May 10, 1983. This agreement identified procedures regarding the sharing of revenue and
expenses at the Manassas Regional Airport. The agreement calls for the City and County to
share the airpott's revenue and cxpenses in a ratio of 20% to the County ard 80% to the City.

1. The FAA policy on use of airport revenue does not aliow the sharing of airport revere
beceuse the revenue generated by an airport must remain on the airport. The sponsor may
use airport revenue only for the airport's capital and operating costs.

2. The Act of 1996 limited to 6 years the time period in which sponsors may re-coup their
capital and operating contributions to the airport. The 1983 agreement appears o show that
the City and County were not intending to use the document to establish their ¢laim for prior
contributions, and in fact the document does not establish a claim for prier contributions. -
Consequently, the City and County may not use the document to re-coup contributions
extending beyond the 6-year statute. However, it would be permissible for both the City
and the County to re-toup legitimate capital and operating contributions made to the
alrport within the 6-year perlod permitted under the Act. 1t would not be permitted for
the City or the County to xe-coup funds in excess of the legitimate capital and operating
contributions. FAA, fur accountability purposes, recommends that surplus revenues
remain with the airport and that they be used to offset future capital and operating
costs incurred by the City and County.
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FROM : MAMNASSAS REGIDNAL RIRPORT FRX NO. @ "B3~257-8286 Jan. 28 2¥A2 @5:083PM

3, 'The agrcement does not qualify under the grandfather provision. The date of such
agrecments must be prior to September 3, 1982, and their purpose must be retirement of debl
or be pursuant to legislation.

4. The second question in your January 31, 2000 questions the extent of the six-year statute of
limitation. The Airport Revenue Use Policy states that airport revenue may be used to
reimburse a sponsor only for contributions or expenditurss for a claim made after October 1,
1996, when the claim is made within six years of the contribution or expenditure. If the
sponsor made a loan to Manassas airport on October 1, 1999 for capital or operating costs of
the airport, it must make the claim for reimbursement before the end of the sixth year after
the date of the conlribution or expenditure. Otherwise they will lose the opportunity under
the statute of limitation. Xn direct answer to your question the policy docs not imply that
loans must be retired within a six-year period, but rather that the sponsor has six years
to put in a clalm for the loan,

Sincerely,

Washington Airports District Office

cc: DOAV
ABRA-620, Ms, Martincz
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INTERJURISDICTIONAL AGREEMENT

THIS AGREEMENT, made and entered into this _/¢ day of
/”in , 1983, by and between the City of Manassas, a

Municipal Corporation of the Commonwealth of Virginia, (herein-
after referred to as '"City"), acting by and through its govern-
ing body, the Manassas City Council; Prince William County
(hereinafter referred to as 'County'), acting by and through
its governing body, the Prince William County Board of County
Supervisors; and The Greater Manassas Sanitary District (here-
inafter referred to as the '"District"), acting by and through
its governing body, the Prince William County Board of County
Supervisors.

WHEREAS, the parties desire to enter into an agreement for
the exchange and sharing of public services for the mutual
benefit of the citizens of both jurisdictions and adjust their
boundaries in order to provide services more efficiently; and

WHEREAS, County desires to be assured that for a period of
time further boundary changes will not be sought by City or
aided by City if sought by other parties.

NOW, THEREFORE, in congideration of the mutual promises

herein contained, the parties agree as follows:

-
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SECTION I
ANNEXATION RESTRICTIONS

A. The parties acknowledge that County has heretofore
obtained total immunity from City-initiated annexation by
order of the Circuit Court of Prince William County pursuant to

§15.1-977.20 et seq. of the Code of Virginia, subject to the

linitations in §15.1-977.23. 1In any event, City agrees that,
for ten (10) years from the effective date of this Agreemen?f,qu',
it will not initiate any annexation proceedings against -
County. For an additional fifteen (15) years, or a total of
twenty-£five (25) years from the effective date of this Agreeifrﬂéﬁ€z)
ment, City agrees that it will not initiate any proceedings é?"/l/’
annex any land in the County lying both south of State Route -—‘
#234 and west of State Route #28, and between the two as
generally shown on the map attached hereto as "Exhibit C."

B. City agrees to oppose for tem (10) years from the
effective date of this Agreement, each and every petition filed
by qualified voters in the County, or by owners of real estate
in the County, seeking to have any land in the County annexed
to the City. For an additional fifteen (15) years, or a total
of twenty-£five (25) years from the effective date of thisg
Agreement, City agrees to oppose each and every petition filed
by qualified voters in the County, or by owners of real estate
in the County, seeking to have annexed to the City any land
lying both south of State Route #234 and west of state Route

#28, and between the two as generally shown on the map attached
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hereto as "Exhibit C", and City agrees to reject any annexation
approved by a Court in response to the filing of such a peti-
tion.
SECTION II
BOUNDARY ADJUSTMENT

A. City and County hereby agree that the boundary line
between them should be adjusted. The existing Boundary line is
shown in green on the plat attached hereto and made a part
hereof as "Exhibit A," (hereinafter referred to as "Exhibit
A"). The parties agree that the boundary line should be moved
to the location shown by the blue line on Exhibit A. The pro-
posed new boundary line, adjusting the said line to the loca-
tions shown by the blue line on Exhibit A is more specifically
described in "Exhibit B" attached hereto and made a part hereof
(hereinafter referred to as “"Exhibit B").

B. Following the effective date of Senate Bill No. 240
enacted by the 1983 session of the Virginia General Assembly,
City and County agree to petition the Circuit Court of Prince
William County, Virginfa (hereinafter referred to as "the
Court'), for an order establishing a new boundary line. The
parties will include within the petition to be filed a prayer
that the Court expressly confirm the provisions of Section VI
of this Agreement, and if the Court shall decline to do so, the
parties agree that the boundary 1ine between the City and the
County shall be adjusted to exclude from the City and retain in

the County any territory within the District.
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C. The parties agree that the boundary adjustment provi-
sions of the Agreement are of paramount importance and are not
severable. City is unwilling to enter into any agreement for
the sharing of services unless the boundary line is adjusted to
conform to the description contained in Exhibit B (including
any modificatioms required by Section II, paragraph B, and
County is unwilling to enter into any agreement if the boundary
is adjusted in a manner which will include within City's juris-
diction more territory or different territory than that des-
cribed in Exhibit B (including any modifications required by
Section II, paragraph B). Accordingly, each of the parties
agrees that this Agreement shall be null and void in its
entirety if the parties are unable to secure a court order and
to comply with 42 U.S.C. §1973(c) to establish the boundary
line in the location described in Exhibit B (including any
modifications required by Section I1I, paragraph B). The parties
agree that they will jointly move the Court to make no boundary
change in the event that the Court deems that a new boundary
line should be established other than that described in Exhibit
B (including any modifications required by Section II, para-
graph B). The parties further agree that in the event that a
court order is entered making a boundary change other than that
described in Exhibit B (including any-modifications required by
Section II, paragraph B), the parties will take all necessary
steps to cause the said court order to be vacated, including,

if necessary, a joint appeal to the Virginia Supreme Court.

-4 -

-80-



-" -

/‘\ '.

D. In the event that this Agreement becomes null and
void because the parties are unable to obtain a final court
order making the boundary line adjustment described in Exhibit
B or to secure compliance with 42 U.S.C. §1973(C), the parties
agree that neither party will offer this Agreement in evidence
in any administrative or judicial proceeding by either of the
partiés against the other, and the parties expressly agree that
this Agreement shall be inadmissible.

SECTION III
SALE OF WATER CAPACITY TO THE COUNTY

A. Commencing on the effective date of this Agreement

and continuing thereafter so long as City's system remains in

existence and operation and is used or useful in providing

R

water service and as long as County is not in default of any of

its obligations under this Agreement, County shall have the
right to require treated water to be delivered to it for pur-
chase ("capacity'"), at a rate not exceeding one and one-half
million gallons per day (1.5 mgd) subject, however, to the

following conditions:

1. Immediately upon the effective date of this
Agreement, County may purchase treated water from City at a
rate not exceeding 340,000 gallons per day, and County agrees

to purchase water at a rate of not leas than 200,000 gallons

per day.
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2, Upon the giving of six months' notice by County
to City in writing, County shall be entitled to purchase treat-
ed water at a rate not exceeding 506,000 gallons per day, pro-
vided that County shall then and at all times thereafter be
obligated to purchase water from City at the rate of at least
300,000 gallons per day.

3. Upon the giving of at least three years' notice
by County to City in writing and upon payment by County to City
of the amount specified in paragraph B of this Section III,
County may require City to deliver treated water at a rate of
either one million gallons per day (1 mgd) or one and one-half
million gallons per day (1.5 mgd), as specified by County in
such notice. If County elects, pursuant to this paragraph, to
require City to deliver a maximum of one million gallons per
day (1 mgd) of treated water to it for purchase, it may there-~
after require City to deliver a maximum of one and one-half
million gallons per day (1.5 mgd) by giving three years' notice

and paying the amount specified in paragraph B of this Section

III.

4. If at any time City decides to increase the
treatment capability of its present plant above its existing
capability, it shall notify County at least six months in
advance of the commencement of construction to increase the
treatment capability of the plant and give County the option of

Increasing 1ts maximum purchases of treated water to either the
& f -
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rate of one million gallons per day (I mgd) or the rate of one
and one-half million gallons per day (1.5 mgd), provided that
County agrees to pay the sums set out in paragraph B of this
Section III.

5. City will deliver up te 506,000 gallons of
treated water per day to County at the present delivery point
on Wellington Road near Godwin Drive. All other deliveries of
treated water by City to County shall be at City's treatment
plant or at such point and on such terms and conditions as the
parties may mutually agree}

B. City agrees to finance the construction of treatment
capability to satisfy its obligations under paragraph A of this
Section III by the issuance and sale of its water revenue
bonds, if legally possible. The parties agree that City shall
have the sole discretion to determine the manner in which these
bonds will be sold. Whenever treatment capability is enlarged,
County shall pay a percentage of the construction costs associ-
ated with such enlargement equal to a fraction, the numerator
of which is the additional capability being provided for the
County by such enlargement and the denominator of which is the
total additional capability being provided by such enlarge-
ment. County agrees to pay its share of the costs of the said

enlargement on & current basis as sueh costs become due and

payable.
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C. City and County agree that in the event that any por-
tion or all of the project is rendered partially or totally
nonuseful or nonusable during the term of this Agreement, by
reagon of some natural or other circumstance which prevents
City from performing any or all of its obligations hereunder,
payments required to be made by County to City under subpara-
graph B of this Section IXII shall nevertheless be made as

though no such event had occurred.

D. In each year in which City delivers water to County,

County shall pay to City for operation and maintenance expenses

Incurred by City an amount equal to the actual andited cost of

operation and maintenance per thousand gallons of all treated

City water sold by City during such year, including water sold

o e == il

to retail customers of City,_gultiplied by the total number of.

— s r e r————

gallons of water, expressed in thousand gallons, sold to

County.
E. As used in Section III, paragraph D, "actual audited

cost of operation and maintenance’ in any year shall mean the
necessary and reasonable current expenses (cash basis and net
of any grants in aid, reimbursements, insurance proceeds,
refunds, etc.) of operating and repairing City's system includ-
ing, and without limiting the generality of the foregoing, all
adminigtrative and general expenses,.-insurance and surety bond
premiums, engineering- and legal expenses attributsasble to the
operation and maintenance of the water system, materials, sup-

plies, labor, rental of equipment and other property, utility

- 8 -
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services, any taxes which may be lawfully imposed on City or
its income or operations of the property under its control, but
not including any allowance for return on capital, deprecla-
tion, amortization or interest on revenue bonds issued by City,
or the costs of rendering service to the City's retail custom-
erg all as shown in the report of audit for such year prepared
by a certified public accountant.

F. County agrees to pay its share of all costs incurred
in operating the City water system (except the costs of render-
ing service to the City's retail customers) and in keeping the
City water system operational, and except as otherwise provided
by this agreement, County agrees to pay City three-twenty-
seconds (3/22) of the actual cost to City of any major improve~
ment (including increasing the height of the dam at the
reservoir), major replacement, major rehabilitation (including,
but not limited to, dredging), dam safety assurance programs,
including improvements to water treatment facilities required
by any state or federal agency having authority to do so.
County shall pay from time to time within 30 days of billing
with all charges to be adjusted in accordance with the actual
audited flgures at the conclusion of the project. In the event
that the height of the dam at the reservoir is increased,
County shall pay City three twenty-seconds (3/22) of the cost
actually incurred by City in increasing such height and County
shall make such payment to City promptly upon receipt of

billing therefor.
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G. For the purpose of billing for the sale of water to
County In each year, City shall, on or before June 30th of each
year, furnish to County a copy of City's adopted budget for the
next succeeding fiscal year and a computation of total esti-
mated costs per thousand gallons of water expected to be sold
to County during such year, which amount shall be used for
billing purposes during the year. On or before the 20th day of
each month, City shall render a billing to County covering the
amount of water delivered to County during the preceding month
computed on the basig of the estimated cost determined pursuant
te this Section, and County hereby agrees to pay each such bill
in full within 30 days fcllowing receipt thereof.

On or before November 1 of each year, City shall furnish
to County a copy of the report of audit covering the preceding
year of operation of City's system and a computation of the
total actual cost per thousand gallons of water sold to Couaty
during such year and the actual amount paid by County during
such year. In the event that the amount which was due and pay-
able by County exceeds the amount paid by County, City shall
render a supplemental billing therefor to County, and County
shall make payment thereof to City on or before the 10th day of
the month following the date of billing. In the event that the
amount which was due and payable by Gounty is less than the

actual amount paid by County, City shall refund the amount of

- 10 -
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the difference to County on or before the 10th day of the month
following the date of furnishing the said report of audit and
computation to County.

H. If, notwithstanding the provisions of Section III,
paragraph A, the City, in its sole and absolute discretion,
upon the request of County delivers water to County in excess
of the maximum rate set forth in said paragraph A, as the same
may be applicable from time to time, the City, in its sole dis-
cretion, may establish and revise from time to time a reason-
able capacity charge for such excess water, in addition to the
charge set by Section III, paragraph D, and County shall pay
the same promptly after receipt of billing therefor. Such
capacity charge shall be effective only for water delivered
after the City gives notice to the County in writing of the
rate to be charge.

I. If drought, natural causes, legal requirements or
other circumstances reduces the rate at which City may withdraw
water from its reservoir, treat water or transport water, the
entitlements of each party shall be portionately reduced, and
the available water shall be divided between the parties during
such period of reduction in the proportions which the usage of
city water by each party during the 30 days next preceding such
reduction bears to the total usage by both parties.

J. City hereby agrees to operate and maintain its sys-

tem, and any expansion or enlargement thereof, in an efficient
- 11 -
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and econoMjcal manner and in accordance with all applicable
local, state and federal laws, regulations and performance
standards.

K. City hereby agrees that it will maintain a practical
insurance program, with reasonable terms, conditions, provi-
sions and costs which it determines, with the approval of its
consultants will afford adequate protection against loss caused
by damage to or destruction of City's system or any part there-
of and also such tomprehensive public liability insurance for
bodily injury and property damage resulting from the construc-
tion or operation of City's systems in such amounts as may be
approved by its consultants. All such insurance policies shall
be carried in an insurance company or companies authorized and
qualified to assume the risks thereof. Any insurance proceeds
paid to the City as the result of loss or damage to the City's
systen shall be applied by the City to the costs of rebuilding
the damaged facilities.

L. The parties hereto hereby agree that the execution of
this Agreement shall operate to supplant and terminate any and
all apgreements heretofore entered into by the parties or other-
wise applitable with respect to the delivery of water by City
to the District or County, including but not limited to Section
(C) of an agreement between City and Gounty and their respec-

tive school boards dated April 12, 1976.

- 12 -
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M. In the event City sells untreated water to the Fair-
fax County Water Authority or others, County shall be entitled
to recelve three twenty-seconds (3/22) of the net amount
received by City from such sale. Any funds due from City to
County under this paragraph shall be credited against amounts
due by County to City on account of the operation and mainte-
nance of City's treatment facilities.

N. This Agreement shall not operate to pass to or create
in the District or County any ownership interest in City water
system, including but not limited to, the reservoir, treatment

plant or transmission or distribution lines.

SECTION IV

AIRPORT AGREEMENT

A. City and County agree to share the revenues and the
expenses of the City Airport in the ratio of 207 to the County
and 80% to the City in each fiscal year, effective on the first

day of the first fiscal year commencing after the effective

date of this Agreement._ 7Jdi'%

B. The City Airport consists of the tracts of land more
particularly described in "Exhibit C" attached hereto,
C. '"Revenues" shall include income from leages, landing

fees, tie-down fees, parking fees, interest on investments and

other ordinary and usual items of income.

"Expenses" shall include salaries, insurance, adver-
tising, repairs, vehiclesg, costs of construction of new facil-

ities, repayment of loans or advances from City existing on the
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effective date of this Section IV and all necessary and reason-
able costs and expenses of operating, maintaining, repairing,
improving, adding to or enlarging the afrport, ineluding any
real estate acquired for such purpose except real estate owned
by City on the effective day of this Section IV.

Federal and state grants, when received, shall not be
treated as revenues and, when disbursed, shall not be treated
as expenses. Advances or loans by City from its general fund
occurring on or after the effective date of this Section IV
shall not be treated as revenues when received or as expenses

when repaid. In each figcal year for the purpos. calculatin

revenues _as that term is used in this Section IV, an amount

o~

shall be included which gqualslgge amount of personal property

g o o L =

taxes omn alrplanes or other aircraft located at the agigort
actually received by City during such fiscal year-. If any of

the capital assets (excluding any real estate owned by City on

the effective date of this Section IV outside of the present
City Airport which is hereafter devoted to alrport use).are
sold the net funds received shall be used to reduce airport
debt including loans and advances treated as revenues in the
year received,
D. For the purpose of paying County the excess of

revenues over expenses or bllling County for the excess of
expenses over revenues, City shall on June 30th of each year

furnish to County a copy of City's adopted budget for the next
- 14 -~
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succeeding fiscal year and a computation showing the expected
excess of revenues over expenses Or expenses over revenues.

On or before November 1 of each year City shall
provide to County a copy of the report of audit covering the
preceding year of operation and the payment from City to County
or County to City shall be adjusted on the basis of audited
actual figures as shown by the audit and such payment shall be
made no later than December 31st of each year.

E. In the event that the Airport ceases to operate and
all or part of the Airport property is sold, City will pay to
County on account of anticipated lost income to County twenty
percent (20%) of the net sales price to the City of the land
and improvements (excluding any real property owned by City on
the effective date of this Section IV outside of the present
City Airport which may hereafter be devoted to airport use),
less any funds due City for advances or loans from its general
fund and less any refunds due to the FAA, Department of Trans-
portation, United States Goveranment or Virginia Department of
Aviation.

F. County agrees to joinm in such applications for
Federal or State aid for the Alrport as City may request from
time to time.

G. The Airport shall be managed by an Airport Board
appointed by the City Council of the City of Manassas or in

such other manner as may be directed by said Council.
- 15 -
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H. City hereby agrees to operate and maintain the Air-
port, and any expansion or enlargement thereof, in an efficient
and economical manner and in accordance with all applicable
local, State and Federal laws, regulations and performance
standards.

I. City hereby agrees that it will maintain a practical
insurance program, with reasonable terms, conditions, provi-
sions and costs which it determines, with the approval of its
congultants, will afford adequate protection against loss
caused by damage to or destruction of the Airport in such
amounts as may be approved by the consulting engineers. All
such insurance policies shall be carried in an insurance com- ///
pany or companies authorized and qualified to assume the risks
thereof.

J. This Agreement shall not operate to pass to or create
in County any ownership interest in the Airport.

SECTION V
PAYMENT BY COUNTY FOR WATER CAPACITY
AND INTEREST IN CITY AIRPORT

A. County agrees to pay to City two and one~half million
dollars ($2,500,000.00) for the 1.5 mgd capacity in the City
reservoir as set out in Section III of this Agreement and the

right to share in Airport revenues set out in Section IV of

this Agreement, payable as follows:

- 16 -
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1. On the effective date of this Agreement County

shall pay the sum of one million dollars ($1,000,000.00) to

Cicy.
~—
2. The balance shall be paid by County to City in

three equal annual installments of five hundred thousand
dollars ($500,000.00) each, without interest, on the first,
second and third anniversaries, respectively, of the effective

date of this Agreement.

B. All payments by County to City under this Section V
and Section III(F) are subject to annual appropriations by the
governing body of Prince William County; provided, however,
that if County defaults in any of its payments under this
Section V or Section III(F), Sections III and IV of this

Agreement shall thereupon terminate.

SECTION VI

ACQUISITION BY CITY OF ASSETS OF DISTRICT AND

ASSUMPTION BY CITY OF A PORTION OF DISTRICT'S DEBT

The boundary adjustments described in Exhibit B will
result in 0.31% of the District becoming a part of the City.
County, the District and City agree that from and after the
effective date of the boundary adjustment such area shall no
longer be a part of the District, and all water and sewer
lines, pumps and related equipment shgll become the property of
City. Then and thereafter, the parties agree that the District

shall no longer make and receive any charges for providing

- 17 -
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watexr and sewer service within such area. In return City
agrees to assume a just proportion of the debt of the Sanitary

District by paying to the District the sum of $275,000 within

seven days of the effective date of the boundary adjustment.
SECTION VII

SALE TO CITY OF AN INTEREST

IN CERTAIN COUNTY SEWERAGE FACILITIES

A, County.agrees to sell and City agrees to buy thirty-
nine (39%) percent ownership interest in the Area 6 Pump
Station, force main, and intercepter sewer (''the Facilities")
shown on plans prepared by .Betz, Converse and Murdoch, Ine.,
dated June 1981, a copy of which is attached hereto as "Exhibit
E."

B. County agrees to cause construction of the Facllities

in accordance with Exhibit E within one year of the effective

—e——

date of this Agreement.
C. City agrees to pay $725,000 to County for the said

ownership interesgt upon completion‘and_nggpgggpq_gg_ghe Facil-

Rl S

iEéEE,EZ“QQEQtY or upon the effective date of this Agreement,

whichever is later, such payment to be adjusted to reflect the

actual audited cost of constructing the Facilities, provided

however, that the City's payment shall not exceed $725,000.00.
D. The parties agree that City may connect its sewer

lines to the Facilities without cost.

- 18 -
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E. For the purpose of celculating payments by each party
to the Upper Occoquan Sewer Authority, City will install and
maintain meters to indicate the flow of sewage from City into
the Facilities, and County agrees to install and maintain
meters indicating the total flow of sewage through the Facili-
ties. Each party shall give the cther party access to the
meters imstalled by such party.

F. Commencing upon the date of completion of the Facili-
ties and acceptance thereof by County, City agrees to pay to
County on account of operation and maintenance expenses
incurred by County, and for services actually rendered by
County to City in each year thirty-nine percent (392) of said
cost of operating and maintaining the Facilities.

G. As used in the preceding paragraph, actual cost of
operation and maintenance in any year shall mean the necessary
and reasonable current expenses (cash basis and net of any
grants in aid, reimbursements, insurance proceeds, refunds,
etc.) of operating, maintaining and repairing the Facilities,
including, and without limiting the generality of the fore-
going, all administrative and general expenses, lnsurance and
surety bond premiums, engineering and legal expenses attribut-
able to the operation and maintenance of the Facilities, mate-
rials, supplies, labor, rental of equipment and other property,
utility services, any taxes which may be lawfully imposed on

County or its income or operations of the property under its
- 19 -
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control, but not including any allowance for return on capital,
depreciation, amortization or interest on revenue bonds issued
by County, all as shown in the report of audit for such year
prepared by a certified public accountant.

H. City agrees to pay to County thirty-nine percent
(39Z) of the actual cost to County of any major replacement or
major rehabilitation required for continued operation of the
Facilities. City shall pay from time to time within 30 days of
billing with all charges to be adjusted in accordance with the
actual audited figures at the conclusion of such replacement or
rehabilitation project.

I. For the purpose of billing operation and maintenance
costs to City in each year, County shall on or before June 30
of each year, furnish City a copy of County's adopted budget
for the next succeeding year and a computation of the total
estimated cost of operating and maintaining the Facilities in
such year, which amount shall be used for billing purposes
during the year. On or before the 20th day of each month,
County shall render a billing to City covering the operation
and maintenance costs during the preceding month computed on
the basis of the estimated cost determined pursuant to this
paragraph, and City agrees to pay each such bill in full within
30 days following receipt thereof. -

On or before November 1 of each year, County shall furnish

City a copy of the report of audit covering the preceding year
- 20 -
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of operation of County system and a computation of the total
actual cost of operating and mainteining the facilities during
such year. 1In the event that the amount which was due and pay-
able by City exceeds the amcount paid by City, County shall ren-
der a supplemental bill therefor to City and City shall make
payment thereof to County on or before the 10th day of the
month following the date of billing. In the event that the
amount which was due and payable by City is less than the
actual amount paid by City, County shall refund the amount of
the difference to City on or before the 10th day of the month
following the date of furnishing the said report of audit and
computation to City.

J. County agrees to operate the Facilities in a reason-
able and efficient manner and to maintain an adequate program
of liability and casualty insurance.

K. Each party shall be entitled to bill and collect
availabllity and user fees to users of the sewer system within
its jurisdiction.

L. The payment by City under Section VII(C) 1s subject
to appropriation by City. If City defaults imn such payment,
City shall forfeit all rights under this Section VII.

SECTION VIII

SENIOR CITIZENS.-CENTER

A. County agrees to plam, construct and operate a senior

citizens' center on land owned by County in the City.
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B. City agrees to pay twenty percent (20%) of the capi-
tal cost (not including land costs) of constructing the said
gsenlor citizens' center, City's share not to exceed
$100,000.00. County will bill City for City's share of con-
struction costs as construction progresses, and City will pay
County within 30 days of each billing, all costs to be adjusted
in accordance with audit at the conclusion of construction.

All payments by City are subject to appropriatiomn by City. If
City defaults in payment of construction costs, City shall for-
feit all rights under this Section VIII. Upon payment City
will be entitled to an ownershilp interest in the improvements
constructed equal to twenty percent (20Z) or a fraction the
nunerator of which is $100,000 and the denominator of which is
the actual cost of constructing the said senior citizens'

center. County will execute such document as may be necessary

to convey such interest to City.

c. For service actually rendered, City agrees to pay in
each year a proportion of the actual cost of operating and
maintaining the said senior citizens' center equal to a frac-
tion, the numerator of which i1s the number of residents of City
using such center in such fiscal year and the denominator of
which is the number of all senlor citizens using the said

center in such fiscal year.

SECTION IX

DISPATCHING SERVICES

County agrees to provide dispatching services for fire and

rescue vehicles based in the City at no cost to City.
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SECTION X
BOCOKS AND RECORDS

County, City and District shall make available to each
other their books and records related to obligations created by

this Agreement at all reasonable times where such books and

records are customarily kept.

SECTION XI
FURTHER ASSURANCES

Each party hereto agrees to make a good faith effort to
effectuate the intent of this Agreement and to execute and
deliver to the other such documents as may appear appropriate
or desirable to clarify or carry out the provisions hereof.

SECTION XII

EFFECTIVE DATE

All boundary adjustments made pursuant to this Agreement
shall become effective on the last to occur of (1) the effec-
tive date provided by the Court in its final decree or (2)
upon the date that approval has been obtained under 42 U.S.C.
§1973(c) from the United States Attorney General or the time
within which the Attorney General may object under 42 U.S.C.
§1973(¢) to such boundary. changes has expired. Unless other-
wise specifically provided herein, all other provisions of this
Agreement shall become effective fourteen days after the last
to occur of (1) the date upon which the final decree adjusting

the boundaries of the City and the County in accordance with
- 23 -
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Exhibit B becomes final and is no longer appealable or (2) the
date that approval has been obtained from the United States
Attorney General under 42 U.S.C. §1973(c) or the time within
which the Attorney General may object under 42 U.S.C. §1973(c)
to such boundary changes has expired. If sald decree is
appealed, the provisions of this Agreement other than those
relating to boundary adjustments shall become effective four-
teen days after such appeal has been firally disposed of in a
manner which will permit the boundaries of the City and the
County to be adjusted in accordance with Exhibit B.

SECTION XIII

DEBT ASSUMPTION

The parties agree that the boundary adjustment contem-
plated by Exhibit B does not result in a loss of net tax
revenues to County nor net reduction of assessments of either
City or County which would require the assumption of debt by
either. The parties further agree that the territories trans-
ferred from each to the other contain no public improvements
owned by either other than those specifically set forth herein.

SECTION X1V
SEVERABILITY

ILf the boundary line adjustment set out in Exhibit B is
not effectuated or is held to be invalid or unenforceable by
any court of competent jurisdiction, this Agreement shall be

null and void in its entirety. If the provisione of Sections
- 2% -

- 100 -



i -
- 4 . A

Catte ]

I, I1I, 1V, V, VI, VII, VIII, or IX are held invalid in whole
or in part by any court of competent jurisdiction, all other

provisions of the Agreement shall survive.

SECTION XV.

ASSIGNABILITY

County has created a water and sewer authority ('the
Authority") under the provisions of the Virginia Sewer and
Water Authorities Act. The parties agree that County may
assign its rights to purchase water and to require the expan-
sion of City's water treatment facility under Section III of
this Agreement to the Authority by written notice to City. In
such event, then and thereafter, the Authority shall have the
exclusive right to direct City with respect to quantities of
water to be delivered. County may not assign its obligations
under Section III and Sectiom V of the contract without the
consent of City.

County may assign its responsibility for operation and
maintenance of the Facilities described in Section VII of this
Agreement to the Authority, and the Authority shall be substi-
tuted for County in Sections VII (F), (H), (I) and (J). County
agrees to remain responsible for its obligations under Section
VII (A) in any event.

Except as provided in this sect{bn, the rights and obliga-

tions of the parties shall not be assignable without consent of

both parties.
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IN WITNESS WHEREOF, City, County and the District cause

this Agreement to be executed in triplicate by their duly

v authorized officers.

ATTEST:

_dunctn & Blwmed

ATTEST:

Ly sl

ATTEST:

sinsio 1 sl

CITY OF MANASSAS

-/
By: {/7/”11 Al L \?f"/: el

Sf "1ts Mayor

PRINCE WILLIAM COUNTY

jL/;ijq/(ﬁ(ch—

Chairman
Board of County Supervisors

7(” 777T=,

GREATER MANASSAS SANITARY -
DISTRICT

By: YA, o AL S LM~
Chairman, Board of County
Supervisors of Prince
William County acting as the
governing body of the
Pistrict
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