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Debt Related Financial Policies—Debt Ratios 

City Council passed a set of debt-related financial policies on June 9, 1987.  During FY 1998, the Budget and Fiscal Affairs Advisory 

Committee (BFAAC), a City Council appointed citizen committee, analyzed these debt-related financial policies, and examined the 

City’s financial condition in comparison to other jurisdictions with superior credit ratings (other double-triple A rated jurisdictions). 

The BFAAC and the City Manager recommended that City Council reaffirm the updated debt-related financial policies, incorpo-

rating BFAAC’s recommended updates to the policies to establish a consistent set of appropriate relationships between debt tar-

gets and limits.  Because three of the six debt indicators measure the debt capacity of the City in relation to the size of the City and 

its economy, BFAAC recommended that these indicators should not produce debt capacity limits that vary greatly from each other.  

Note the terminology has been updated to reflect required changes to government accounting rules. 
 

City Council reaffirmed its commitment to sound financial management and adopted the updated debt-related financial policies on 

December 9, 1997.  City Council amended the policies on October 26, 1999, to allow priority consideration for an increase in the 

assignment of fund balance for capital project funding. On June 24, 2008, City Council revised the target and limit upward reflecting 

the ratio of debt as a percentage of total personal income. 
 

On May 4, 2017, City Council amended the Debt Related Financial Policies to recognize the self-supporting nature of the City’s  

sewer-related debt and to increase ratios to better balance the City’s ability to pay for increased capital investment needs with the 

need to maintain the City’s top AAA/Aaa bond ratings. 
 

These updated polices are as follows: 

 

 

 

 

 

This ratio indicates the relationship between the City’s debt and the full value of real property in the City as assessed annually at 

fair market value. It is an important indicator of the City’s ability to repay debt because real property taxes are the primary source 

of the City’s revenues used to repay debt.  A small ratio is an indication that the City will be better able to withstand possible future 

economic downturns and continue to meet its debt obligations. 

 

 

 

 

 

This ratio is a measure of the City’s ability to repay debt without hampering other City services.  A small ratio indicates a lesser bur-

den on the City’s operating budget. 

 

 

 

 

 

 

Debt as a Percentage of Fair Market Real Property Value 

Target Limit 

Set by CIP 2.50% 

Debt Service as a Percentage of General Government Expenditures 

Target Limit 

Set by CIP 12.00% 
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Payout Ratio for Outstanding Debt 

 

 

 

 

 

The repayment structure for the City’s tax supported, General Fund debt will reflect a strategy of paying off outstanding debt at a 

rate of 50 percent in the first 10 years, with a target repayment rate of 65 percent. Excluded from this measure would be major 

capital projects where the life span of the project will likely substantially exceed a 20-year repayment time period. 

 

 

 

 

 

 

 

 

 

 

 

These ratios indicate the ability of the City to cope with unexpected financial problems or emergencies.  The Spendable General 

Fund Balance represents the funds legally available to the City.  It is desirable that the City maintain a Spendable General Fund 

Balance target of 15 percent.  The Spendable Fund Balance includes Commitments that are established by City Council and Assign-

ments that are established by the City Manager. Uses of Fund Balance in either classification can be changed to address unex-

pected, one-time needs.  Net assets correspond to stockholders’ equity for publicly traded companies.  The larger the Spendable 

General Fund Balance or unrestricted net assets, the greater the City’s ability to cope with financial emergencies and fluctuations 

in revenue cycles. 

 

The ratio for unrestricted net assets is calculated after adjusting for the effect of subsequent year’s expenditures, and funding for 

future equipment replacement and capital projects, grants and contributions restricted to specific programs, and extraordinary 

and special items. 

 

The City will not issue tax or revenue anticipation notes to fund ongoing governmental operations.  The City of Alexandria will 

manage its cash in a fashion that will prevent any borrowing to meet working capital needs. 

 

The City will not issue bond anticipation notes (BAN’s) for a period of longer than two years.  If the City issues a BAN for a capital 

project, the BAN will be converted to a long-term bond or redeemed at its expiration, but will not be rolled over. 

 

The City will continue to rely on current revenue, including its fund balance, to finance its short-lived and maintenance-oriented 

capital improvements. The City believes in funding a significant portion of capital improvements on a pay as you go basis; there-

fore, the City will continue to finance short-lived and maintenance-oriented capital improvements with current revenues, and its 

fund balance. The priority to consider when additional General Fund revenues become available at the end of the fiscal year would 

be a Commitment within the General Fund fund balance for pay as you go capital. 

Spendable General Fund Balance as a Percentage of General Fund Revenue 

Target Limit 

15.0% Undefined 

Unrestricted Net Assets as a Percentage of General Revenues 

Target Limit 

5.5% 4.0% 

10-Year Debt Payout Ratio 

Target Limit 

65.00% 50.00% 
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The City will not establish a trend of using General Fund equity to finance current recurring operations.  The City’s General Fund 

equity has been built over the years to provide the City with sufficient working capital and to enable it to finance equipment re-

placement, capital projects, and unforeseen emergencies without borrowing. To conserve the General Fund equity balance and to 

avoid reliance on this balance, the City will not finance recurring operations from the General Fund equity balance for periods 

longer than two years as confirmed by the audited financial statements. If the audited financial statements confirm that recurring 

operations have been funded from the General Fund equity balance for a period longer than two consecutive fiscal years, then the 

City will adopt in its next ensuing budget a balanced budget in which the operating revenues meet the operating expenditures 

without any consideration of the General Fund equity balance. 

 

In the event that unforeseen and severe economic conditions result in a draw down of fund balance to finance current operations, 

replenishment of fund balance will be given priority over discretionary funding decisions to ensure that the target of 15 percent of 

Spendable Fund Balance as a proportion of General Fund Revenues is reached within three fiscal years. 

 

The City will annually prepare a ten-year capital improvement program. In accordance with the City Charter and in order to meet 

the debt ratio targets, to schedule debt issuance, and to systematically improve the capital structure, each year the City will pre-

pare and adopt a ten-year capital improvement program.    This capital improvement program will identify the source of funding 

for all capital projects. The debt issuances that are a part of the capital improvement program will be structured to meet the City’s 

debt policies and debt ratio targets. 

 

The City Manager will prepare each year and submit a set of ten-year scenarios of possible future revenues and expenditures that 

match the ten-year Capital Improvement Program time horizon with the proposed budget to be considered by the City Council.  

Those scenarios will be updated to reflect the decisions of the City Council and issued with the approved budget.  In order to im-

prove financial planning and decisions, the City Manager also will annually prepare with the approved budget a set of ten-year 

scenarios of possible future General Fund revenues and expenditures and their effects on the debt-related financial policy ratios 

outlined above, including the effect of planned borrowing under the approved CIP. 

 

General Fund Cash Capital Related Policies 

On January 13,2015, through Resolution #2660, City Council provided specific guidance regarding the amount of recurring General 

Fund Cash Capital applied to the CIP. The minimum or floor was set at 2.0% and the target was set at 2.5%. This percentage pro-

vides a minimum and a target to ensure that cash capital will be maintained at an acceptable level, but at the same time providing 

flexibility in setting budget priorities between the annual General Fund Operating Budget and annual cash capital transfer from the 

General Fund to the CIP. 

 

 
Recurring General Fund Cash Capital Transfer as a Percentage of General Fund Expenditures  

Target Minimum 

2.5% 2.0% 
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In accordance with the Government Finance Officers Association budget review requirements, this table, 

taken from the City's FY 2023 Annual Comprehensive Financial Report, is repeated here: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Limitations on the Incurrence of General Obligation Debt  

There is no requirement in the Virginia Constitution, the Virginia Statutes or in the Charter of the City of Alexandria that the issu-

ance of general obligation bonds of the City be subject to approval of the electors of the City at referendum. 
 

Under the City Charter, the City Council has full authority to authorize and issue general obligation bonds. The authorizing proce-

dure consists of the passage on first reading of an ordinance authorizing the issuance of the bonds followed by a notice of public 

hearing at a subsequent meeting and the final passage on second reading following the public hearing. 
 

The only constitutional limitation on the issuance of general obligation bonds is contained in Article VII, Section 10 of the Virginia 

Constitution, which states that:  No city or town shall issue any bonds or other interest-bearing obligations which, including existing 

indebtedness, shall at any time exceed ten percent of the assessed valuation of real estate in the city or town subject to taxation, 

as shown by the last preceding assessment for taxes. 
 

 

City of Alexandria, Virginia 

Computation of Legal Debt Margin 

as of June 30, 2023 

Assessed Value of Real property, January 1, 2023 $48,332,631,187 

Debt Limit: 10 Percent of Assessed Value $4,833,263,119 

Amount of Debt Applicable to Debt Limit:  

General Obligation Bonds $946,057,000 

Less Total General Obligation Debt ($946,057,000) 

LEGAL DEBT MARGIN REMAINING $3,887,206,119 
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City of Alexandria, Virginia 

Investment Policy 

Revised December 17, 2014 

 

Policy Statement 

It is the policy of the City of Alexandria (City) that the administration of deposits of cash and cash equivalents, and their invest-

ment, shall be handled as its highest public trust.  Investments shall be made in a manner that provides maximum security of prin-

cipal invested and conforms to all applicable statutes of the Commonwealth of Virginia governing the investment of public funds.  

The portfolio may consist of obligations of the Commonwealth of Virginia, obligations of the United States and certain Agencies 

thereof, obligations of Virginia municipalities, “prime quality” commercial paper, Certificate of Deposit Account Registry Service 

(CDARS), Insured Cash Sweep Service (ICS), the Virginia Local Government Investment Pool (LGIP) and the Virginia Investment Pool 

(VIP). The portfolio shall have an average maturity of up to three years, while remaining liquid to meet the daily cash flow needs of 

the City. The receipt of a market rate of return will be secondary to safety and liquidity requirements. 
 

Scope 

This investment policy applies to all deposits of cash and cash equivalents, defined in the City's Comprehensive Annual Financial 

Report (CAFR), excluding retirement funds.  The City commingles its funds into one pooled investment fund for efficiency and maxi-

mum investment opportunity. Any new deposits of cash and cash equivalents will also be commingled unless specifically exempted 

by City Council and this policy. Investment income will be allocated to the various funds based on their respective participation and 

in accordance with generally accepted accounting principles. 
 

Objective and Strategy 

It is the policy of the City that all deposits of cash and cash equivalents shall be managed and invested with three primary objec-

tives, listed in order of their priority: safety, liquidity and yield. 
  

a. Safety of Principal.  Safety of principal is the foremost objective of the City.  Investments of the City shall be made in a 

manner that seeks to ensure the preservation of capital in the overall portfolio.  The objective will be to mitigate cred-

it risk and interest rate risk. 
 

The City will minimize credit risk, the risk of realizing a loss due to the failure of the security issuer or backer, by: 

 

• Limiting investments to the safest types of securities. 

• Pre-qualifying the financial institutions, brokers/dealers, intermediaries and advisers with which the City will 

do business. 

• Diversifying the investment portfolio so that potential losses on individual securities will be minimized. 
 

The City will minimize interest rate risk, the risk of realizing a loss due to the market value of securities in the portfolio falling as a 

result of changes in general interest rates, by: 
 

• Structuring the investment portfolio so that securities mature to meet cash requirements for ongoing opera-

tions, thereby avoiding the need to sell securities on the open market prior to maturity. 

• Investing operating funds primarily in shorter-term securities. 
 

b. Liquidity.  The City's investment portfolio will remain sufficiently liquid to enable it to meet all operating requirements 

that might be reasonably anticipated.  This will be accomplished by structuring the portfolio so that securities mature 

concurrent with cash needs to meet anticipated demands.  Furthermore, since all possible cash demands cannot be 

anticipated, the portfolio will maintain a cushion of liquid securities with active secondary or resale markets. 
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Cash flow forecasting is designed to ensure adequate liquid funds to meet the City's cash flow requirements.  Supple-
mental to the financial and budgetary systems, the Assistant Director/Treasury will maintain a cash flow forecasting 
process designed to monitor and forecast cash positions for investment purposes. 

 

c. Yield.  The City's investment portfolio shall be structured with the objective of attaining a market rate of return 
throughout budgetary and economic cycles, taking into account the City's investment risk constraints and liquidity 
needs. "Market rate of return" is defined as the   2-year Treasury constant maturity as reported in H.15 Selected Inter-
est Rates on the Board of Governors of the Federal Reserve Systems’ website.  Return on investment is of secondary 
importance compared to the safety and liquidity objectives described above.  The core of investments is limited to 
relatively low risk securities in anticipation of earning a fair return relative to the risk being assumed.  Securities may 
be sold prior to maturity in the following situations: 

 

• A security with declining credit may be sold early to minimize loss of principal. 

• Liquidity needs of the portfolio require that the security be sold. 

• The sale realizes gains that can be reinvested for additional yield. 
 

Legal Authority 
The legal authority and limitations for the investment of public funds in Virginia are found in the Investment of Public Funds Act 
(Code of Virginia § 2.2-4500 et seq. (as amended)) and in the Local Government Investment Pool Act (Code of Virginia § 2.2-4600 et 
seq. (as amended)).   
 

City’s Investment Committee 
The Director of Finance; the Assistant Director, Revenue; and the Assistant Director, Treasury are designated as the City’s Invest-
ment Committee and are responsible for investment management decisions and activities.  The Investment Committee is responsi-
ble for considering the ability of City staff and brokers/dealers involved with investment management and procedures.  All partici-
pants in the investment process shall act responsibly as custodians of the public trust. The Investment Committee shall review the 
City’s investment portfolio and cash flow forecast at least monthly. 
 

The Investment Committee shall be responsible for all investment transactions and shall implement sufficient controls to protect 
City funds.  City staff and brokers/dealers shall not engage in any investment transaction except as provided under the terms of this 
policy and the written procedures. 
 

Standard of Care and Limitation of Liability 
Public funds held by the City shall be held in trust for the citizens of Alexandria.  Any investment of such funds pursuant to this poli-
cy shall be made solely in the interest of the citizens of Alexandria and with the care, skill, prudence and diligence under the cir-
cumstances then prevailing that a prudent person acting in like capacity and familiar with such matters would use in the conduct of 
an enterprise of a like character and with like aims.  See Code of Virginia § 2.2-4514. 
 

When investments are made in accordance with this policy, the Investment Committee shall not be liable for any loss therefrom in 
the absence of negligence, malfeasance, or nonfeasance on their part or on the part of City staff performing investment and cash 
management functions.  See Code of Virginia § 2.2-4516. 
 

Ethics and Conflicts of Interest 
Investment Committee members and City staff involved in the investment process and brokers/dealers shall refrain from activity 
that could conflict with the proper execution and management of the investment program, or that could impair their ability to 
make impartial decisions.  Investment Committee members and City staff involved in the investment process and brokers/dealers 
shall disclose any interests in financial institutions with which they conduct business, and shall refrain from entering into personal 
investment transactions with the same individual with whom business is conducted on behalf of the City.  In addition to the forego-
ing, Investment Committee members and City staff shall comply with, as applicable, the State and Local Government Conflict of 
Interests Act (Code of Virginia  § 2.2-3100 et seq. (as amended)) and City Code Article I (Ethics in Public Contracting), Chapter 3, 
Title 3 (as amended). 
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Internal Controls 

In addition to this Policy, the Investment Committee shall develop written procedures that specifically identify the responsibilities 

of the City, broker/dealer and custodian for each investment transaction.  Annually, the City’s independent auditors will review the 

written procedures, which are designed to prevent loss of public funds due to fraud, employee error, misrepresentation by third 

parties or imprudent actions by City staff involved in the investment process.  The process shall be structured to provide reasona-

ble 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 requires estimates and judgements by man-

agement.  The procedures shall include separation of transaction authority from accounting and record keeping, independent third 

party custodial safe keeping, clear delegation of authority and responsibility, written confirmation of purchase/sale approval, 

written transaction receipts and explicit wire transfer instructions. 
 

Authorized Financial Dealers and Institutions 

All investment transactions undertaken on behalf of the City must be restricted to approved brokers/dealers. The Investment Com-

mittee shall maintain a list of brokers/dealers, which are approved for investment purposes.  Investment Committee members and 

City staff involved in the investment process shall not conduct business with any securities dealer with whom or through whom 

public entities have paid excessive prices or have sustained losses on investments through mismanagement by the securities deal-

er.  The Investment Committee must periodically (at least annually) assess the financial strength and integrity of the brokers/

dealers and the individual account representatives with whom it does business. The following criteria must be met by those firms 

on the list: 
 

a. Provide an audited financial statement for the most recent period. 

b. Proof of certification by the National Association of Securities Dealers. 

c. Proof of current registration with the State Securities Commission. 

d. Completion of the City's broker/dealer questionnaire. 
 

In addition, the supervising officers at the custodial bank and each broker/dealer shall submit certifications that they have re-

viewed this investment policy and agree to disclose potential conflicts or risks to public funds that might arise out of business trans-

actions between the broker/dealer, custodial bank and the City.  Each broker/dealer will implement sufficient controls and proce-

dures to prevent unauthorized investment of City funds.   
  

The supervising officer of the broker/dealer and custodial bank shall agree to exercise due diligence in monitoring the activities of 

other officers and subordinate staff members engaged in transactions with the City.  Employees of any firm or financial institution 

offering securities or investments to the City shall be trained in the precautions appropriate to public sector investments and shall 

be required to familiarize themselves with the City's investment objectives, policies and constraints.  
 

Authorized Investments 

Under this policy, investments shall be limited to the instruments listed below.  The investments are to be chosen in a manner that 

promotes diversity of issuer and maturity.  The choice of high-grade government instruments is designed to ensure the marketabil-

ity of those investments should liquidity needs arise. 
 

a. Obligations of the Commonwealth of Virginia   

Stocks, bonds, notes, and other evidences of indebtedness of the Commonwealth and those unconditionally guaran-

teed as to the payment of principal and interest by the Commonwealth.  See Code of Virginia § 2.2-4501(A)(1). 
 

Requirement for Direct City Purchases (Not Applicable to LGIP and VIP)– Rated AA+ or better by Standard & Poor’s 

Rating Services or Aa1 or better by Moody’s Investors Service. 
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b. Obligations of the United States and certain Agencies thereof  

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.  See Code of Virginia § 2.2-4501(A)(2). 
 

Requirement for Direct City Purchases (Not Applicable to LGIP and VIP) – No asset backed paper.  Purely straight for-

ward “vanilla” direct debt from the United States Treasury, Federal Home Loan Bank (FHLB) and Federal Farm Credit 

Bank (FFCB), which has a liquid market and a readily determinable market value.  No investment in Federal National 

Mortgage Association (FNMA) and Federal Home Loan Mortgage Corporation (FHLMC) until authorized by this Invest-

ment Policy. 
 

c. Obligations of Virginia Municipalities 

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 rec-

ord 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 (§ 64.2-780 et seq.) of 

Chapter 7 of Title 64.2, without reference to this section, shall apply. See Code of Virginia § 2.2-4501(A)(4). 
 

Requirement for Direct City Purchases (Not Applicable to LGIP and VIP)– Rated AA+ or better by Standard & Poor’s 

Rating Services or Aa1 or better by Moody’s Investors Service. 
 

d. "Prime Quality" Commercial Paper  

"Prime quality" commercial paper, with a maturity of 270 days or less, of issuing corporations organized under the 

laws of the United States, or of any state thereof including paper issued by banks and bank holding companies. "Prime 

quality" shall be as rated by at least two of the following: Moody's Investors Service, Inc., within its NCO/Moody's 

rating of prime 1, by Standard & Poor's, Inc., within its rating of A-1, by Fitch Investor's Services, Inc., within its rating 

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

any such investment:  
 

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

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

the previous five years; and  
 

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

rating by at least two of the following: Moody's Investors Service, Inc., Standard & Poor's, Inc., Fitch In-

vestor'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 com-

mercial paper of any one issuing corporation.  See Code of Virginia § 2.2-4502(A). 
 

Requirement for Direct City Purchases (Not Applicable to LGIP and VIP) – No asset backed paper.  Purely 

straight forward “vanilla” direct debt of the issuer.  Commercial paper must be rated A1/P1 (or better) and 

on City’s approved list of commercial paper issuers. Committee will discuss approved issuers with negative 

outlook on debt.   

 

e. CDARS and ICS 

For investments in CDARS and ICS, the investment must be made in accordance with the following conditions: 
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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 in-
sured 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 in-
surance;  

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 re-
ceives 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 insti-
tution.  

6. After deposits are made in accordance with the conditions prescribed in subsection e, 1 – 5, such deposits 
shall not be subject to the provisions of Chapter 44 (§ 2.2-4400 et seq.),   § 2.2-4515, or any security or collat-
eral requirements that may otherwise be applicable to the investment or deposit of public moneys by gov-
ernment investors.   

 

See Code of Virginia § 2.2-4518. 
Requirement for Direct City Purchases (Not Applicable to LGIP and VIP) – Deposit bank must be rated per-
forming or better by Bankrate.com at time of purchase  
 

f. LGIP 
Established by Code of Virginia § 2.2-4602. 
See Code of Virginia § 2.2-4600 et seq. 

 

g. VIP 
Established by Trust Fund Agreement. Authorized by City Council on January 25, 2014. 
 

The Investment Committee must review the portfolio at least monthly to ensure compliance with the City’s investment policy and 
to review the credit ratings of all securities in the investment portfolio. The Investment Committee and dealer/broker will review 
any investment that no longer meets the original purchase requirements and will discuss available alternatives to arrive at an 
agreed upon course of action.   
Relative Value Requirement.  Securities will only be purchased after comparing prices with two similar securities to ensure that the 
City is receiving fair market value/price for the investment.  Records of the comparisons will be kept to justify each investment de-
cision.  
 

Delivery Versus Payment.  All security transactions, entered into by, or on behalf of, the City, shall be conducted on a delivery ver-
sus payment (DVP) basis.  The Assistant Director/Treasury must receive written trade confirmation tickets within three business 
days of all trades.  An Accounting Division reporting manager who is not authorized to buy or sell securities for this portfolio must 
receive copies and review the written trade confirmation tickets. The written trade confirmation ticket must provide the trade 
date, par value, maturity, interest rate, price, yield, settlement date, description of security purchased, issuer's name, amount due, 
third-party custodial information and show the City as owner of the security. 
 
Unauthorized Investments 
 

a. The City will not "sell short," i.e., sell something it does not own in anticipation of buying it later at a lower price. 
b. The City will not buy on margin. 
c. The City will not contract for future delivery  
d. The City will not deal in futures or options of any kind. 
e. The City will not purchase derivatives.  
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f. The City will not purchase asset-backed securities.

g. The City will not purchase collateralized mortgage obligations.

h. The City will not purchase pass-through securities.

i. The City will not purchase inverse floaters.

j. The City will not purchase principal only or interest only strips.

k. The City will not purchase range bonds.

Diversity and Maturity Limitations 

The investment portfolio shall be diversified by: 

• limiting investments to avoid overconcentration in securities from a specific issuer or business sector

(excluding U.S. Treasury securities, CDARS and ICS),

• limiting the number of securities in the portfolio that have a higher risk of credit default,

• investing in securities with varying maturities, and

• continuously investing a portion of the portfolio in the Virginia Local Government Investment Pool (LGIP) or

the Insured Cash Sweep Service (ICS) to ensure that appropriate liquidity is maintained in order to meet on-

going obligations.

Diversification strategies shall be established and periodically reviewed.  At a minimum, diversification standards by security type 

and issuer shall be: 

The Assistant Director/Treasury shall diversify maturities, and to the extent possible, match investments with anticipated cash flow 

requirements. Matching maturities with cash flow dates will reduce the need to sell securities prior to maturity, thus reducing mar-

ket risk. 

The average maturity of the City's investment portfolio at the end of any given month shall be up to three years. No less than $15 

million will be invested in securities with maturities of 14 days or less.   Excluding LGIP and VIP, securities with more than 60 

months to maturity are not authorized for the City’s investment portfolio. 

Security Type 
Maximum Percentage of the Total Funds 

Available for Investment 

A. Obligations of the Commonwealth of Virginia 40% 

B. Obligations of the United States and certain Agencies thereof 75% 

C. Obligations of Virginia Municipalities 40% 

D. “Prime Quality” Commercial Paper (in total) 25% 

E. Commercial Paper of any one Issuing Corporation 5% 

F. CDARS 75% 

G. ICS 40% 

H. LGIP 75% 

I. VIP 75% 
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Safekeeping (for securities other than LGIP, CDARS,  ICS and VIP) 
All trades where applicable will be executed by delivery versus payment (DVP) to ensure that all securities are deposited in an inde-
pendent third party custodial bank prior to the release of funds. Securities will be held by a custodial bank that is not otherwise a 
counterparty to the investment transaction, in the City’s name and subject to the City’s order of withdrawal.  The custodial bank 
may not be within the same holding company as the bank from which the securities are pledged.  At no time will the City's securi-
ties be commingled with those of other investors.  The custodial bank shall deliver securities to the City in the event of default by a 
counterparty to the investment transaction. 
 

All safekeeping arrangements shall be approved by the Investment Committee and an agreement of the terms executed in writing.  
The third-party custodian shall issue original safekeeping receipts to the Assistant Director/Treasury, listing each specific security, 
rate, description, maturity and CUSIP number (9-digit alphanumeric code that identifies a North American financial security).  Each 
safekeeping receipt will clearly state that the security is held in the City’s name, subject to the City’s order of withdrawal. 
 

Perfected Security Interest 
To ensure the City has a perfected security interest, the Investment Committee must issue written authorization before selling any 
security from the City’s investment portfolio.  Prior to making a purchase on behalf of the City, the broker/dealer must notify the 
City’s Investment Committee of the par value, maturity range and type of security to be purchased. 
 

Performance Evaluation and Reporting 
At least quarterly, the Assistant Director/Treasury shall submit monthly reports to the Investment Committee containing sufficient 
information to permit an informed outside reader to evaluate the performance of the investment program.  The reports will be 
prepared and reviewed by individuals who are not responsible for buying and selling securities. In addition, the market value of the 
portfolio shall be calculated and reported at least monthly.  The reports will summarize investment activity and may include the 
following information: 
 

Monthly Investment Portfolio Inventory Reports. Securities will be grouped by type, and may include the following information: 
 

• Name of issuer 

• Par amount 

• Coupon Rate 

• Contractual maturity date 

• Call date, if applicable 

• Amortized cost (book value) 

• Fair value (market value) 

• Expected yield 

• Unrealized gain or loss 

• Credit rating 

• CUSIP number 

• Purchase price 

• Original dollar amount of premium or discount 

• Yield to maturity or total return if held to maturity 

• Yield to call, or total return if held to call, if applicable 

• Interest received 

• Accrued interest 

• Amortized/Accretion Premium/Discount 

• Percentage of total portfolio that specific security comprises 
 

Monthly Investment Portfolio Activity Reports. Listing of purchases, sales, calls, maturities, interest received, rating upgrades and 
rating downgrades, and beginning and ending par, book and market values. 
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Monthly Investment Portfolio Liquidity Reports.  Listing of investments by maturity date, and a maturity breakdown of the portfolio 

by type of investment and by time period. 

Monthly Investment Portfolio Earnings Summary Reports. Listing of interest earnings accrued, amortization/accretion and total 

earnings for the month and fiscal year-to-date. 

Monthly Investment Portfolio Unrealized Gains and Losses Report. 

Monthly Investment Portfolio Performance Reports. Listing of average weighted yield-to-maturity and yield-at-cost for current 

month and fiscal year-to-date, with comparison to the two year Treasury reported by the Federal Reserve. 

Monthly Investment Policy Compliance Report.  Report shows that portfolio meets policy requirements regarding investment 

types, maturities and diversification. 

Policy Considerations 

This policy shall be reviewed on an annual basis.  The City’s Investment Committee must approve any change. 
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