WORK SESSION MINUTES
ECONOMIC DEVELOPMENT AUTHORITY
OF JAMES CITY COUNTY
BUILDING C CONFERENCE ROOM, 101 MOUNTS BAY ROAD
3:00 PM, TUESDAY, APRIL 26,2005

1. CALL TO ORDER
The meeting was called to order by Chairman Hartmann at 3:06 PM.

2. ROLL CALL
A roll call identified the following members present:
Mr. Vincent Campana, Jr.
Mr. Michael J. Diedzic, Jr.
Ms. Virginia Hartmann
Mr. Bernard Ngo
Mr. Mark Rinaldi
Also Present:
M. Anderson Bradshaw, BOS Liaison
Mr. Bill Doig, Williamsburg Landing CEO
Ann Davis, Treasurer
Barbara Finke, EDA Fiscal Agent
Jones Hooks. HREDA President and CEO
John Home, Development Management Manager
Richard Hurlbert, Jr., Kaufman and Canoles
Marce Musser, EDA Recording Secretary
Ben Puckett. Williamsburg Landing Associate CEO
Leo Rogers, EDA General Counsel
Keith A. Taylor, EDA Secretary
Paul Tongue, Williamsburg Fine Arts Center
Tara Woodruff, Accounting Supervisor
Absent:
Mr. John Berkenkamp
Mr. Alvin Bush

refundable upon transfer of the unitihome, which is listed as deferred liability (revenued
over a period of years), and actually constitutes positive net assets.
Mr. Puckett stated that 60% of residents are from the greater Williamsburg area, and this
percentage has been consistent since the facility opened.
Mr. Johnson stated he had reviewed the application and all was in order.

6. PUBLIC HEARING
a. Proposed Williamsburg Landing Revenue Bond Financing - G. Hartmann
Chairman Hartmann opened the public hearing concerning Williamsburg Landing's bond
financing request.
Mr. Tongue asked project eligibility and procedural questions regarding applying for an
Industrial Revenue Bond through the EDA, but asked no specific questions pertaining to
the Williamsburg Landing Revenue Bond Financing. Mr. Johnson answered Mr.
Tongue's questions.
There being no member of the public appearing to speak to the Williamsburg Landing
Revenue Bond Financing, Chairman Hartmann then closed the public hearing.
<official statement attached>

7. ACTION ITEM
On a motion by Mr. Carnpana, and a second by Mr. Rinaldi the Resolution Authorizing
Issuance of the Industrial Development Revenue Bonds (Williamsburg Landing) Series
2005A and Series 2005B was approved by roll call vote:
Mr. Campana
Mr. Diedzic
Ms. Hartmann
Mr. Ngo
Mr. Rinaldi

AYe
Aye
AYe
Abstain
Aye

8. DISCUSSION ITEM
Ms. Hartmann stated Mr. Rinaldi had looked in to a memorial for Joseph R. McCleary, as
instructed at the March 17 EDA meeting. Those wishing to contribute personally to a land
Conservancy brick engraved "JCC EDA Remembers Joseph R. McCleary" are asked to see
Mr. Rinaldi after today's EDA Work Session.

3. PERSONNEL MATTERS
Ms. Hartmann announced the receipt of a letter from Mr. Bekenkamp stating he will not seek
reappointment to the EDA. A list of applicants will be forwarded via email for consideration
by the Directors. Commentslchoices should be emailed to Ms. Hartmann, who will combine
a consensus of applicants to be recommended to the BOS.
Mr. Campana stated the personality, skill and capability of applicants should be considered,
and the EDA's recommendation to the BOS should be considered, as well. The Directors
concurred with Mr. Campana

4. ACTION ITEM
In July 2003. County Staff authorized the expenditure of $3,200 for routine maintenance on
the gravel roadway at Mainland Farm. The cost of the maintenance was charged to a County
Capital Improvement Project account. It has been determined that this expenditure from
County funds was incorrect and the County asked that the expenditure be charged to the
Economic Development Authority (EDA). Mr. Home asked for authorization from the EDA
for this expenditure.
After discussion, Mr. Campana moved that the EDA authorize the $3,200 expenditure for
routine maintenance on the gravel roadway at Mainland Farm from the Mainland Farms
Operating Account, 021-010-0245. Mr. Rinaldi seconded the motion which passed
unanimously.
Mr. Campana added that he had been contacted by Alain Outlaw regarding possible
historical/archeological significance on the Renwood Farm site. Mr. Home also stated he
had been contacted by Mr. Outlaw, and will look in to the matter and report back to the EDA.

5. PRESENTATION
a.

Williamsburg Landing Revenue Bond Financing Request-S. Johnson, R. Hurlbert
Mr. Hurlbert gave an overview of the Williamsburg Landing project, phase 2, and
refinancing the Series B bond, for which they were applying, followed by a more detailed
explanation by Mr. Puckett. The phase 2 project is to construct and equip 22 new single
and duplex cluster homes.
Mr. Hurlbert then presented Williamsburg Landing's application for industrial revenue
bond financing for the project.
Mr. Diedzic expressed concern regarding the percentage of debt versus income for
Williamsburg Landing. Mr. Doig explained that up-front entrancelservice fees are

9. PRESENTATIONS
a. HREDA Update

-

J. Hooks

Mr. Hooks gave a general overview of the HREDNPAED merger, which officially took
place March 1. He stated that the region has a competitive advantage it never had before.
Mr. Hooks and staff have met twice with VEDP stating the newly merged organization is
entitled to more time with prospects and must be given more acknowledgement because
Hampton Roads has:
The Port of Virginia
22% of the total Virginia population
2500 square miles
One-fifth of all employed persons in Virginia
21% of all Virginia college students.
Inc. Magazine's May issue named Hampton Roads as one of the best regions in which to
do business.
Mr. Hooks handed out the March HREDA report, which is the first to reflect the
Southside and the Peninsula. There are 39 marketing missions, 23 trade shows, and 28
events scheduled for the rest of 2005.
Mr. Hooks concluded his presentation by answering questions from Directors regarding
the newly merged organization.
b. EDA Finances - B. Ngo, B. Finke
Mr. Ngo introduced the presentation by stating he had been working with James City
County's Accounting Division, in particular Ms. Mellen and Ms. Finke, to give direction
in developing an overview for this work Session.
Ms. Finke gave a brief Powerpoint presentation (attached) explaining the EDA's
accounts and financial processes, then answered questions.
Ms. Davis explained the two types of interest being earned on EDA's funds and the types
of accounts earning that interest. She suggested
an analysis of the EDA's financial
-position, i n ~ l u d i n ~ i d e n t i f y ai nspending
~
plan and establishing goals and policies. She
handed out JCC investment goals and policies (attached), which is updated each year.
After brief discussion, Ms. Hartmam thanked the presenters for a thorough and easy-tounderstand presentation.
1 0 . ADJOURNMENT

-

There being no further business. Chairman Hartmann entertained a motion bv Mr. Rinaldi to
adjourn. The motion was approved by unanimous voice vote, and the meeting adjourned at
5:37 PM.

f&4. 3

Keit A. Taylor, Secretary
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MEMORANDUM

Date:

April 26,2005

To:

Economic Development Authority Directors

From:

John T. P. Home, Development Manager

Subject: Mainland Farm Road Maintenance - EDA Expenditures
In July 2003, County Staff authorized the expenditure of $3,200 for routine maintenance on the
gravel roadway at Mainland Farm. The cost of the maintenance was charged to a County CIP
account. It has been determined that this expenditure from County funds was incorrect and that
the expenditure should be charged to the Economic Development Authority.
Attached is a resolution requesting that the Directors authorize the expenditure of $3,200 for
roadway maintenance at Mainland Farm.

Attachment

SUMMARY OF PUBLIC HEARING STATEMENTS
The Economic Development Authority of James City County, Virginia (the Authority),
conducted a public hearing at 3:00 p.m. on April 26, 2005, at the Building C Conference Room
of the James City County Government Center, 101-C Mounts Bay Road, Williamsburg, Virginia
23185, with respect to the Authority's issuance of up to $18,000,000 in tax-exempt revenue
bonds (the Bonds) pursuant to the Virginia Industrial Development Revenue Bond Act (the Act),
for the benefit of Williamsburg Landing, Inc. (the Borrower), a Virginia nonstock corporation,
whose principal business address is 5700 Williamsburg Landing Drive, Williamsburg Virginia
23185. The proceeds of the Bonds will be loaned to the Borrower to (1) finance the construction
and equipping twenty-two (22) single and duplex cluster homes and a wellness and fitness center
(the Project) at the Company's facility for the residence and care of the aged in the County of
James City, Virginia (the Facility), (2)refund the outstanding balance of the Authority's
Residential Care Facility First Mortgage Revenue Bonds (Williamsburg Landing, Inc.), Series
1996B (the Series 1996B Bonds), (3) finance a portion of a debt service reserve fund, and
(4) finance all or a portion of expenses incurred in connection with the issuance of the Bonds.
Mr. Ben Puckett, Deputy Executive Director of the Borrower, described to the Authority
the details of the Project. Richard L. Hurlbert, Jr. of Kaufman & Canoles, P.C., bond counsel,
described to the Authority the plan of finance, and the legal requirements pertaining thereto.
After questions from the Commissioners were answered by Mr. Puckett and Mr. Hurlbert, the
hearing was closed. No members of the public spoke at the public hearing in opposition to the
Bonds or the Project.

RESOLUTION OF
ECONOMIC DEVELOPMENT AUTHORITY OF
JAMES CITY COUNTY, VIRGINIA
WHEREAS, there has been described to the Economic Development Authority of James
City County, Virginia (the Authority), the plans of Williamsburg Landing, Inc. (the Company) to
(a) finance the construction and equipping of twenty-two (22) single and duplex cluster homes
and a wellness and fitness center (the Project) at the Company's facility for the residence and care
of the aged in the County of James City, Virginia (the Facility), (b) refund the outstanding
balance of the Authority's Residential Care Facility First Mortgage Revenue Bonds
(Williamsburg Landing, Inc.), Series 1996B (the Series 1996B Bonds), (c) finance a portion of a
debt service reserve fund, and (d) finance all or a portion of expenses incurred in connection with
the issuance of the Bonds (as hereinafter defined);
WHEREAS, under the Industrial Development and Revenue Bond Act, Chapter 49, Title
15.2, Code of Virginia of 1950, as amended (the Act), the Authority has been given the power to
issue its revenue bonds fiom time to time and to use the proceeds thereof for the purpose of
paying all or part of the cost of certain projects, including the Project, and to issue refunding
bonds;
WHEREAS, the Authority has been requested to assist in the issuance and sale of up to
$18,000,000 in aggregate principal amount of its Economic Development Authority of James
City County, Virginia, Residential Care Facility First Mortgage Revenue and Refunding Bonds
(Williamsburg Landing, Inc.), Series 2005 (the Bonds), the proceeds of which will be used to
finance the costs of the Project, to refund the Series 1996B Bonds, to fund a debt service reserve
fund, and to pay all or a portion of the costs of issuance of the Bonds;
WHEREAS, a public hearing with respect to the Project and the Bonds has been held by the
Authority as required by Virginia law and Section 147(f) of the Internal Revenue Code of 1986, as
amended, on the date hereof;
WHEREAS, the Company has elected to proceed immediately with implementing the
plan of finance and issuing the Bonds in an aggregate principal amount not exceeding
$18,000,000 pursuant to a Bond Purchase Agreement (the Bond Purchase Agreement) among the
Authority, the Company and BB&T Capital Markets, a division of Scott & Stringfellow, Inc., as
Underwriter (the Underwriter);
WHEREAS, the Company has requested that the Authority proceed with the plan of
finance heretofore described by the execution and delivery andlor approval of the following
documents, all of which have been presented at this meeting in substantially final form:
A Trust Agreement (the Trust Agreement) dated as of May 1,2005, by and
(i)
between the Authority and the Trustee named therein and herein and authorizing the issuance of
the Bonds;

A Loan Agreement (the Loan Agreement) dated as of May 1, 2005, by and
(ii)
between the Authority and the Company, together with the Company's promissoty note (the
Note) executed and delivered pursuant to the Loan Agreement to evidence the loan made thereby
and the form of assignment thereof from the Authority, without recourse, to the Trustee;
(iii) A Preliminary Official Statement to be dated on or about April 27, 2005,
(the Preliminary Official Statement), pursuant to which the Underwriter will furnish certain
information regarding the Bonds, the security therefor, the Company, the Project and the Facility;
(iv)

The Bond Purchase Agreement; and

A Remarketing Agreement (the Remarketing Agreement) dated as of May
(v)
1, 2005, by and among BB&T Capital Markets, the Authority and the Company, pursuant to
which the Series 2005B Bonds hereinafter described, if issued, are remarketed in accordance
with the Trust Agreement.

BE IT RESOLVED BY THE ECONOMIC DEVELOPMENT AUTHORITY OF JAMES
CITY COUNTY, VIRGINIA:
1.
It is hereby found and determined that the issuance of the Bonds will benefit the
inhabitants of James City County, Virginia, increase their commerce, and promote their safety,
health, welfare, convenience and prosperity, and the Authority hereby agrees to assist in the
issuance and sale of the Bonds.
The Trust Agreement, the Loan Agreement, the Bond Purchase Agreement, the
2.
Remarketing Agreement and the Note (hereinafter collectively referred to as the Bond
Documents) are hereby approved in substantially the forms submitted to this meeting, with such
changes, insertions or omissions (including, without limitation, changes in the dates thereon) as
may be approved by the Chairman or Vice Chairman of the Authority, upon advice of counsel to
the Authority, which approval shall be evidenced conclusively by the execution and d e l i v q of
the Trust Agreement. As the Underwriter has not yet determined the final financing structure for
the Bonds, the Chairman or Vice Chairman is hereby authorized to approve such final financing
structure so long as (i) the net interest costs, taking into account any applicable original issue
discount (OID) of the Bonds does not exceed 6.80% per annum, (ii) the final maturity of the
Bonds is not later than thirty (30) years from the dated date thereof, and the average maturity of
the Bonds is not later than twenty-five (25) years or such earlier number of years as required by
Bond Counsel, (iii) the aggregate principal amount of the Bonds does not exceed $18,000,000
and (iv) the Underwriter's discount (excluding OID) does not exceed 2% of the aggregate
principal amount of the Bonds. The execution of the Bonds by the Chairman or Vice Chairman
of the Authority shall constitute conclusive evidence of the Authority's approval of the final
financing structure as determined by the Underwriter, subject to the foregoing limitations. The
Authority hereby acknowledges and agrees that, if requested by the Company, the Bonds may be
issued in two series which would be designated Series 2005A and Series 2005B, respectively,

and that the Series 2005A Bonds, if issued, will constitute fixed rate bonds and the Series 2005B
Bonds, if issued, would constitute Flexible Rate Bonds, as described in the Trust Agreement.
Such Flexible Rate Bonds will initially bear interest at a Flexible Rate, as defined in the Trust
Agreement, in accordance with the provisions of the Trust Agreement, that such Flexible Rate
will be adjusted from time to time as set forth in the Trust Agreement. No Flexible Rate Bonds
will at any time bear interest at a rate in excess of fifteen percent (15%) per annum. The net
interest costs, taken into account any applicable OID of the Series 2005A Bonds shall not exceed
the 6.80% limitations set forth above. The initial net interest cost taking into account any
applicable OID of the Series 2005B Bonds shall not exceed the 6.80% limitations set forth
above. All other terms of the Bonds as described in and provided by the Trust Agreement are
hereby approved.
The execution and delivery of the Trust Agreement, the Loan Agreement, the
3.
Bond Purchase Agreement, the Remarketing Agreement and the assignment form attached to the
Note and their delivery upon payment for the Bonds, and the execution and delivery of the Bonds
and the use of the proceeds of the Bonds as set forth herein and in the Trust Agreement, are all
hereby approved.
BB&T Capital Markets, a division of Scott & Stringfellow, Inc. is hereby
4.
appointed Underwriter and BB&T Capital Markets, a division of Scott & Stringfellow, Inc. is
hereby appointed Remarketing Agent with respect to the Bonds under the terms set forth in the
Bond Documents.
A draft Preliminary Official Statement is now on file with the Authority and is
5.
hereby approved. The distribution and use by the Underwriter of the Preliminary Official
Statement prepared by counsel for the Underwriter and based upon information provided by the
Company and other parties to the transaction (including the Authority but only to the extent of
the information set forth in the Section entitled "The Authority" and in the first paragraph of the
Section entitled "Litigation") is hereby approved. The Chairman or Vice Chairman is hereby
authorized on behalf of the Authority to deem the Preliminary Official Statement final for
purposes of Rule 15~2-12of the Securities and Exchange Commission (the Rule) prior to its use
and distribution, except for the omission of certain pricing and other information allowed to be
omitted pursuant to the Rule. The Chairman or Vice Chairman of the Authority is hereby
authorized to execute a final Official Statement, appropriately dated, with appropriate
completions, insertions, omissions and changes as shall be necessary to accurately describe the
Bonds, the Company, the financing plan, the security for the Bonds, the Project and the Facility.
The execution of the final Official Statement by the Chairman or Vice Chairman of the Authority
shall constitute conclusive evidence of the Authority's approval of the final form of such final
Official Statement and that the Authority has deemed the final Official Statement final within the
meaning of the Rule as of its date.
The Chairman or Vice Chairman of the Authority is hereby authorized and
6.
directed to complete, execute and submit to the Internal Revenue Service its Form 8038 with
respect to the Bonds and to mail a copy thereof to the Board of Supervisors of James City

County, Virginia (the Board), and the Virginia Department of Business Assistance in accordance
with the Act.
7.
Each officer of the Authority is authorized to execute and deliver on behalf of the
Authority such instruments, documents or certificates and to do and perform such things and acts
as they shall deem necessary or appropriate in carrying out the transactions authorized by this
Resolution or contemplated by the Bond Documents, and all of such actions previously done or
performed by the officers or directors of the Authority are in all respects approved, ratified and
confirmed.

8.
All costs and expenses in connection with the financing plan, including the fees
and expenses of the Authority, and the fees and expenses of counsel for the Authority, shall be
paid promptly from the proceeds of the Bonds to the extent permitted by law or from finds
provided by the Company. If for any reason the Bonds are not issued, it is understood that all
such fees and expenses (other than the Authority's annual fees and closing fees) shall be paid
promptly by the Company upon presentation of an invoice and that the Authority shall have no
responsibility therefor. The Company shall also pay the Authority's administrative fee as
required by the Loan Agreement. The Company agrees to indemnify and save harmless the
Authority's directors, employees, agents and counsel from and against all liabilities, obligations,
claims, penalties, losses, costs and expenses in any way connected with the Project, the Facility,
the application submitted to the Authority by the Company, the issuance of the Bonds or the
refunding of the Series 1996B Bonds.
9.

SunTrust Bank is hereby appointed Trustee under the Trust Agreement.

The Authority hereby agrees to the recommendation of the Company that
10.
Kaufman & Canoles, P.C., Norfolk, Virginia, be appointed as bond counsel and hereby appoints
such firm to supervise the proceedings and approve the issuance of the Bonds.
All other acts of the officers of the Authority which are in conformity with the
11.
purposes and intent of this Resolution and in furtherance of the issuance of the Bonds and the
refunding of the Series 1996B Bonds are hereby approved and confirmed.
The Authority hereby recommends to the Board that it approve the issuance of the
12.
Bonds and hereby directs the Chairman of the Authority to provide to the Board the
documentation required by the Act.
13.

This Resolution shall take effect immediately upon its adoption.

This Resolution shall expire if the Bonds have not been sold or this Resolution
14.
extended on or before the first anniversary date of the adoption of this Resolution. In no event
may the Bonds be issued and sold pursuant hereto until the Board has approved the issuance of
the Bonds by the Authority.

15.
The Authority acknowledges that the Bonds may be issued in one or more series
of Bonds issued pursuant to the Trust Agreement in the event the Company elects to defer the
refunding of the Series 1996B Bonds to achieve greater debt service savings, in which event, the
Bond Documents approved hereby will be amended, or new documents, including an Official
Statement, will be executed and delivered, all subject to approval by the Authority and its
counsel, to provide for the issuance of such subsequent series of Bonds.
The undersigned hereby certifies that the above resolution was duly adopted by an
affirmative roll call vote of a majority of the directors of the Economic Development Authority of
James City County, Virginia, at a meeting duly called and held on April 26, 2005, and that such
resolution is in ti111 force and effect on the date hereof.
Dated: 2 &
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Secretary, Economic ~ e v e l o ~ m e d ~ u t h o of
rity
James City County, Virginia

FISCAL LIFE CYCLE
ECONOMIC DEVELOPMENT AUTHORITY
April 26, 2005
Barbara Finke

Hello, my name is Barbara Finke; I work as the fiscal agent representative for
the EDA on behalf of James City County. Today I would like to go over the
fiscal life cycle of the EDA in a brief presentation

OVERVIEW
.The Audit
.The Interim
.The Budget

The goal of this presentation is to answer the board's questions by illustrating
the typical fiscal life cycle. The other goal is to not put you to sleep! If you
have any questions during the slides please don't hesitate to speak out. I will
do my best to answer each question or if needed I will research the question
and report back at the next meeting or contact the EDA Director directly.

AUDIT REPORT
.Auditors: KPMG
EDA uses ,the County's auditors

The audit will usually begin around the end of May and the Financial
Statements are issued around October of the next fiscal year. The FY04 audit
report will provide clean starting point for detailing your financial story. The
EDA audit is done in conjunction with the County wide audit. Right now KPMG
is performing the audit, and we are very pleased with their work.
By contract we are allowed to renew with KPMG for two more years and
barring any unforeseen events we will be renewing both times. The renewal
process has been completed for this year and the memo attached to meeting
packets shows the price for the EDA at $6,100. After the renewal period we
will be going back out to find a new audit firm. If at any point during this
process there are concerns from the EDA feel free to express those to our
office. We will make sure that they are heard by KPMG, or included in the
criteria for choosing the next audit firm.

AUDIT REPORT
Structure
Management Discussion and Analysis

I

Basic Financial Statements

There are three critical sections in the Financial Statement report. The style of
the report has changed in recent years due to legislation from the
Governmental Accounting Standards Board.
The first section is The Management's Discussion and Analysis which gives a
brief overview of what occurred during the year.
The second section is The basic financial statements consisting of a Balance
sheet which shows the financial position of the EDA at the fiscal year end, a
Statement of Revenues, Expenses, and Change in Net Assets which shows
the activity of the EDA throughout the year and is comparable to the Income
Statement of a corporation, and finally a Statement of Cash Flows which
shows the cash sources and uses for the year.
The final section is the notes to the financial statement which serve to describe
the necessary background to numbers illustrated in the financial statements.

AUDIT REPORT
Key Items
Restricted Cash

rn Escrow Liability

1
1

N e t Assets
- Invested in capital assets, net of related debt
- Restricted for community development
-

1

Unrestricted

Next, I would like to bring your attention to several key items on the Balance
Sheet (hold up handout)

The Restricted Cash- is cash that must be used for a specific purpose. For
example if you become a member of a golf course and are required by
contract to make monthly payments, a portion of your income is allocated
to the membership fees. The amount is in your account, but if you spend it
for other purposes and cannot pay your monthly fee their will be legal
repercussions.
The balance of $875,000 here resulted from the agreement with the Virginia
Economic Development Partnership after the close of the John Deere
plant. It began with a balance of $1 mil but in FY04 $125,000 was
expensed for allowable community development. Your golf fees were l m i l
(nice course!) and from your budget you paid $125,000.

AUDIT REPORT
Key Items
Restricted Cash
Escrow Liab~lity
Net Assets
- Invested in capital assets, net of related debt
- Restricted for community development
-

Unrestricted

-

Escrow Liability in general this is money held by a third party until the
agreement which created the funds is complete. So now you take your
friend to show off your new putting ground, and your friend bets you a
hundred bucks you can't make on the next shot. For safe keeping he gives
the money to the caddy to hold. If you make the next shot, your end of the
agreement is complete and you will take the money, however if you don't
then his end of the agreement is settled and he takes the money back.
The number that is shown on the EDA Balance Sheet as being in
escrow is $700,000 which is the amount of the restricted cash from
above that was required to be placed in Escrow. As indicated in the
Note 8 (hold up handout) from the financial statements these funds
were "Placed in escrow due to stipulations made by the
Commonwealth that these funds revert back to them if they were not
used as incentives to new prospects in the Deere site within 3
years." The end of the three years will be in September of 2005 but
there is the ability for requesting an extension. A letter has been
written requesting this extension. The extension will prevent the
funds from reverting back to the state, but will not alleviate the
restrictions. In other words the VEDP, your friend will let you keep
taking a mulligan until you make the shot and you can spend the
money.

AUDIT REPORT
Key Items
Restricted Cash
Escrow Liability
Net Assets
lnvested in capital assets, net of related debt
- Restr~cted
for community development
- Unrestricted
-

The final part of the balance sheet I would like to highlight is the break down of Net assets:
The first, Invested in capital assets, net of related debt. This is a fancy way to show what
amount of the assets you truly own.
What are your assetsOwn Mainland farm as a conduit agreement with the County
property transfer to the EDA - if it does occur it could be the Warhill Sports
Complex as collateral for the re-payment of the lease financing.
James River Commerce Center - plans to extend roads and utllity to the back of
the Commerce Center to fully serve the EDA-owned property - proposed
as a County capital investment in FY2007 -was not included in the
adopted 5-year CIP
The only debt on the balance sheet of the EDA is the note used to purchase the
Mainland Farm.
The second category, Restricted for community development, is the remaining balance of
the $300,000 not put into escrow minus the portion spent last year. Continuing our golfing
example, and I am really hoping that some of you do play..., these are the funds that you
will use to pay the rest of your rnembersh~p
Unrestricted- these are the assets that are available for use as designated for the board. These
funds may have internal restrictions. The main difference between the restricted and the
unrestricted is that restricted are categorized as such due to an external party stipulation.
These funds are similar to the un-appropriated retained earnings of a corporation. They are
made up sum of the unrestricted cash, accounts and notes receivables, due from JCC, less
accounts payable. Back to the golf example, your membership fee amount is restricted
because you must pay this to the club, the amount you set aside for golf balls, shoes and
other accessories could in fact be taken by your spouse for their own hobbies.

AUDIT REPORT
Breakdown of Cash
Restricted Corn. Dev.

$

175,000

Escrow Funds

$

700,000

County Source Funds

$

1,019,960

Gain on John Deere

$

1,047,087

Miscellaneous
Beginning Cash FY05

$
$

154,721
3,096,768

~

Now for the most pressing question for many of you, and the question that I
remember hearing at my first EDA meeting: What is available for spending?
At the beginning of this year your cash balance was $3,096,768, excluding what has
happened for FY 2005 here is a break down of what is in your cash balance.
The first amount of $175,000 is what is left from the amount restricted for
community development. The amount you still owe for your membership...
The $700,000 is the amount in escrow restricted by the VEDP for use on
marketing the John Deere site. The amount they have left with the caddy
betting for you to make the next shot ...
The County has also contributed funds for a few buildings of the EDA, when
these are sold the County still has some claim to these monies.
This is the amount of the Gain on John Deere that is a return of the EDA
monies
This amount is what the EDA has earned in the normal course of business
The year end balance on cash will depend on what is planned for May and
June ...
Concluding Audit Portion:
Overall the audit period is a time to wrap up the fiscal year end and report the
condition to the public. After speaking with Bernie, we believe that it would be
beneficial to meet with Bernie and Keith to go over the Drafts of the report in
September prior to their issuance.

INTERIM
Reports
Milestones Throughout the Year

In between the budget process and audit we monitor that the expense
accounts are not over budget and that the cash balance is reasonable to
maintain current and future spending levels. Monthly we will ensure that our
cash balances with that provided by the treasures. Our office also handles the
payroll and accounts payable functions for the EDA staff.

INTERIM
Reports
Operating & Administrative Expenses
Non-administrative Operating Expenses
-Mainland Farm

nCapital Project Funds

Each bimonthly period we create reports for the board that will highlight the
expenses of the EDA.

1. The first report (hold up the report) will show the operating expense
accounts. These are the administrative and day to day expenses of the
EDA

2 . The second report illustrates the non administrative costs associated with
the EDA
The capital expenses are those associated with the purchase and
management of Mainland Farms.
The capital project funds are the expenses paid out for certain
incentives, and other building projects. These expenses are directly
reimbursed by County Funds, IF the County Board approved the
incentive agreement - there may be one or more incentive
agreements initiated by the EDA without the County's formal
approval.

INTERIM
Milestones
January- The bond fees billed
aAugust- Payment Mainland Farm

a December- Payment Renwood Inc.
December- Revenues Crops

Each year there are certain events that are handled by the financial
department.
In January the bond fee revenues are billed based on those conduit
debt holders who decided to pay the administrative fees over the life of
the bond. They are assessed based on the outstanding amount of debt
In August a payment is made on the note used to purchase Mainland
Farm land. A brief history on the Mainland farm- EDA entered into a
mortgage, receives operating revenue from a farming lease and spends
funds to maintain the property from that operating revenue, EDA makes
the mortgage payments but is reimbursed by the County - a conduit
arrangement acting for the County on the County's behalf, when
mortgage is completely paid off title switches to the County. These
payments will end in August of 2009.
In December the payment to Renwood farms for the management of
Mainland Farm is made. This payment is for the agent who is
maintaining the land and is based on a lump sum and a portion of profit
sharing.
In December or early January the gross proceeds from the sale of all
crops and other growths produced from Renwood Farms are received.

INTERIM

1

.Are there other reports we could show
you?

The goal behind our issued reports at each meeting is to keep the board
informed of the financial standing of the EDA. If we can manipulate the current
reports, or issue additional information please let us know.

BUDGET

1

Generally adopted by the end of May
beginning of June for the next fiscal
year
T h e County adopts at the end of April

The EDA Budget process in the past has generally concluded with an adopted
budget at the end of May, beginning of June of the previous fiscal year. If the
EDA would like to move towards coinciding dates with the County, they tend to
adopt their budget at the end of April. Regardless of when the budget process
is begun, this is another opportunity for a member of the board to meet with
our staff and Keith to discuss the upcoming fiscal year outlook.

BUDGET
Operating Revenues
-Based on prior year experience
-Based on known bond fees

A few things I would like to point out to the board, now that you know your
cash options include
The County had budgeted for a second shell building in its capital
budget before the first shell building was sold. That County budget
balance ($2.5 million and in addition to the EDA cash balances) still
exists but it is losing buying power each year - and there is pressure to
reallocate the funds to some other purpose.
County funds are being used to buy and equip space for an incubator
at Ironbound Village to be managed by the Office of Economic
Development, via a contract with a private company - uncertain if the
EDA desires a role in this effort.
EDA may wish to consider funding for all or part of the JRCC road
improvements if these improvements are important in the short-term

BUDGET
O p e r a t i n g Expenses
-Funded by bond fee revenues and
interest revenues
-The largest expense for promotions

The revenue portion of the budget is made up of interest revenues and
anticipated bond fee revenues. The interest is based on prior year experience
and is often hard to predict. The bond fee revenue is based on known
administrative fees and a conse~ativeestimate of additional bonds to be
issued in the coming year. We are generally involved with this process to help
estimate.

Budget
Options for Spending
C o u n t y budget and EDA funds on 2nd
shell building
.OED

Incubator at lror~boundVillqge

Road improvements at JRCC

The expense side of the budget is composed solely of the operating expenses.
These are strictly funded from the previously described revenues. The largest
expense has continuously been for promotions, specifically the Michelob
event. These numbers are provided to us and added to our system.

FISCAL LIFE CYCLE
I .The Audit
.The

Interim Reports

.The

Budget

Again, the goal of this presentation was to answer the board's questions by
illustrating the typical yearly financial cycle. I hope by seeing the fiscal life
cycle and the breakdown of cash the board can determine what is required to
maintain a comfortable level of fiduciary responsibility. We are here to help
with this task as need be.

"Golf is a game whose aim is to hit a very small ball into a even
smaller hole, with weapons singularly ill-designed for the
~urDose."-Winston Churchill

Are there any further questions at the moment? If not please feel free to
contact me at any time.
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James City County, Virginia
Statement of lnvestment Policy and Procedures

Purpose
The purpose of this policy is to set forth the investment and operational policies for the
management of the public funds of James City County, Virginia ("the County"). These policies
have been adopted by, and can be changed only by, the Treasurer of James City County ("the
Treasurer").
These policies are designed to ensure the prudent management of public funds, the availability of
operating and capital funds when needed, and an investment return competitive with comparable
funds and financial market indices.
It shall be the policy of the Treasurer that all investments and investment practices meet or
exceed all statutes and guidelines governing the investment of public funds in Virginia and the
guidelines established by the State Treasury Board and the Governmental Accounting Standards
Board (GASB).

Scope of the lnvestment Policy
This investment policy is a comprehensive one that governs the overall administration and
investment management of those funds held in the County's investment portfolio. This policy
shall apply to such funds from the time of receipt until the time the funds ultimately leave the
County's accounts. These funds include, but are not limited to, all operating funds, debt service
funds, and capital project funds (the "County Portfolio").
Except for cash in certain restricted and special funds, the Treasurer will consolidate cash
balances from all funds to maximize investment earnings. lnvestment income will be allocated to
the various funds based on their respective participation and in accordance with generally
accepted accounting principles.
The guidance set forth herein is to be strictly followed by all those responsible for any aspect of
the management or administration of these funds.

lnvestment Objectives
The County's Portfolio shall be managed to accomplish the following hierarchy of objectives:

-

I -Preservation of Principal The single most important objective of the County's
investment program is the preservation of principal of those funds within the portfolio

2 -Maintenance of Liquidity - The portfolio shall be managed in such a manner that
assures that funds are available as needed to meet those immediate andor future
operating requirements of the County, including but not limited to payroll, accounts
payable, capital projects, debt service and any other payments.
3 -Maximize Return - The portfolio shall be managed in such a fashion as to maximize
the return on investments within the context and parameters set forth by objectives 1 and
2 above.

Delegation of Authority
The Treasurer is an elected official provided for by the Constitution of the Commonwealth of
Virginia who is charged with collecting, safeguarding and disbursing public funds. Therefore, the
Treasurer shall have responsibility for the operation of the investment program. The Treasurer
shall establish written procedures for the operation of the investment program consistent with
this investment policy. Procedures should include references to safekeeping, delivery vs.
payment, investment accounting, repurchase agreements, wire 'ansfer agreements,
collateral/depository agreement agreements and banking services contracts. No person may
engage in an investment transaction except as provided under the terms of this policy and the
procedures established by the Treasurer. The Treasurer may employ an Investment Manager to
assist in managing some or all of the County's Portfolio. Such Investment Manager must be
registered under the Investment Advisors Act of 1940.

Standard of Prudence
The standard of prudence to be applied to the investment of the County's Portfolio shall be the
''Prudent Investor" rule that states:
"Investments shall be made with judgment and care, under circumstances then
prevailing which persons ofprudence, discretion and intelligence exercise in the
nianagement of their own ufluirs, not for speculatiotr, but for investment, considering the
probable safety of their capital as well as the probable income to be derived."

The Treasurer and other County employees and officials involved in the investment process
actlng in accordance with the Code of Virginia, this policy and any other written procedures
pertaining to the administration and management of the County's Portfolio and who exercise the
proper due diligence shall be relieved of personal responsibility for an individual security's
credit risk or market price changes, provided that any negative deviations are reported in a timely
fashion to the County Treasurer and that reasonable and prudent action is taken to control and
prevent any further adverse developments. Furthermore, in accordance with Section 2.2-4410 et
seq. 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.

Ethics and Conflict of Interest
The State and Local Government Conflict of Interests Act governs officers and employees,
including those involved in the County's investment process. Specifically, Code of Virginia
Section 2.2-3 103 (5) and (6) of the Act provide that no officer or employee shall:

1) 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
2) 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.
Officers and employees involved in the investment process shall refrain from personal business
activity that could conflict with the proper execution and management of the investment
program, or that could Impair their ability to make impartial decisions. Employees and
investment officials shall disclose any material interests in financial institutions with which they
conduct business. They shall further disclose any personal financiallinvestment positions that
could be related to the performance of the investment portfolio. Employees and officers shall
refrain from undertaking personal investment transactions with the same individual with who
business in conducted on behalf of the Treasurer.

Authorized Investments
In accordance with Sections 2.24501 through 2.24510 of the Code of Vlrginia and other
applicable law, including regulat~onspromulgated by the Treasury Board of Virginia, the County
shall be permitted to invest in any of the following securities.
A) U.S. Government Obligations. The following securities issued by the Unites States
Government or its Agencies:
I) Stocks, bonds, treasury notes and other evidences of indebtedness of the United States,
including:
a) the guaranteed portion of any loan guaranteed by the Small Business Administration,
b) any agency of the United States government, and
c) those unconditionally guaranteed as to the payment of principal and interest by the
United States;
2) bonds of the District of Columbia;
3) bonds and notes of the Federal National Mortgage Association and the Federal Home
Loan Banks;
4) bonds, debentures or other similar obligations of federal land banks, federal intermediate
credit banks, or banks of cooperatives, issued pursuant to acts of Congress; and
5) obligations issued by the United States Postal Service when principal and interest
thereon is guaranteed by the government of the United States.
U.S. Government obligations shall be limited to a maximum maturity of five ( 5 ) years at the
time of purchase.

B) Repurchase Agreements. Contracts for the present purchase and subsequent resale at a
specified time in the future of specific securities at specified prices at a price differential
representing the interest income to be eamed by the County. Such contracts shall be invested
in only if the following conditions are met:
1) the repurchase agreement has a term to maturity of no greater than ninety (90) days;
2) the contract is fully secured by deliverable U.S. Government obligations as described in
(A) above (without limit to maturity), having a market value at all times of at least one
hundred two percent (102%) of the amount of the contract;

3) a master repurchase agreement or specific written, repurchase agreement governs the
transaction;
4) the securities are held free and clear of any lien by a independent third party custodian
acting solely as agent for the County, provided such third party is not the seller under the
repurchase agreement and is a qualified public depository as defined in Section 2.2-4400
et seq. of the Code of Virginia;
5) a perfected first security interest under the Uniform Commercial Code, or book entry
procedures prescribed at 31 C.F.R. 306.1 et seq. or 3 1 C.F.R. 350.0 et seq. in such
securities is created for the benefit of the City;
6) for repurchase agreements with terms to maturity of greater than one (1) day, the County
will value the collateral securities continuously 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.);
7) the counterparty is a:
a) primary government securities dealers who report daily to the Federal Reserve Bank
of New York, or
b) a bank, savings and loan association or diversified securities broker-dealer having $5
billion in assets and $500 million in capital and subject to regulation of capital
standards by any state or federal regulatory agency; and
8) the counterparty meets the following criteria:
a) have long-term credit rating of at least " A A by Standard & Poor's or "Aa" by
Moody's Investors Services,
b) have been in operation for at least 5 years, and
c) be reputable among market participants.
C) Commercial paper. Unsecured short-term debt of U.S. corporations may be purchased if
the following conditions are met:
I) the maturity is no greater than two hundred-seventy days (270) days;
2) no more than thirty-five percent (35%) of the total funds available for investment (based
on book value on the date of acquisition) may be invested in commercial paper;
3) the amount invested in any single issuing corporation will not exceed five percent (5%)
of the total funds available for investment (based on book value on the date of
acquisition);
4) the issuing corporation, or its guarantor, has a net worth of at least $50 million;
5) the net income of the issuing corporation, or its guarantor, has averaged $3 million per
year for the previous five years; and
6 ) the issuing corporation, or its guarantor, has a short-term debt rating of no less than "A1" (or its equivalent) by at least two of the following; Moody's Investors Service,
Standard & Poor's, Fitch Investor's Senice and Duff and Phelps.

D) Bankers' acceptances issued by a domestic bank or a federally chartered domestic office of
a foreign bank, which are eligible for purchase by the Federal Reserve System may be
purchased if the following conditions are met:
1) the maturity is no greater than two hundred-seventy days (270) days;
2) the short-term paper of which is rated not lower than P-1by Moody's Investors Services
and A-1 Standard &Poor's Corporation; and
3) the amount invested in any single bank will not exceed five percent (5%) of the total
funds available for investment (based on book value on the date of acquisition).

E) Corporate Notes issued by corporations organized and operating within the United States or
by depository institutions licensed by the United States or any state and operating within the
United States which meets the following requirements:
1) the maturity is no greater than five (5) years at the time of purchase;
2) has a minimum "Aa" long term debt rating by Moody's Investors Service and a minimum
"AA" long term debt rating by Standard &Poor's; and
3) the amount invested in any single issuing corporation will not exceed five percent (5%)
of the total funds available for investment (based on book value on the date of
acquisition).
F) Municipal Obligations. Bonds, notes and other evidences of indebtedness of the
Commonwealth of Virginia, or of any county, city, town, district, authority or public body of
the Commonwealth of Virginia upon which there is no default that meet the following
criteria;
1) have a final maturity on the date of investment not to exceed five (5) years.
2) rated in either of the two highest rating categories by a nationally recognized rating
agency; and
G) Negotiable Certificates of Deposit and Bank Deposit Notes of domestic banks and
domestic offices of foreign banks with:
1) a rating of at least A-1 by Standard &Poor's and P-l by Moody's Investor Service, Inc.,
for maturities of one year or less;
2) and a rating of at least " A A by Standard &Poor's and "Aa" by Moody's Investor
Service for maturities over one year and not exceeding five years.

H) State Pool. The pooled investment fund (known as the Virginia Local Government
Investment Pool or "LGLP") as provided for in Section 2.2-4600 et seq. of the Code of
Virginia.
I) Registered Investment Companies (Mutual Funds.) Shares in open-end investment funds
provided such funds are registered under the Federal Investment Company Act of 1940.
invest exclusively in the securities permitted under this investment policy, provided that the
fund is rated "AAm" or "AAm-G" or better by Standard &Poor's Corporation, or equivalent
by other rating agencies. The fund must also be properly registered for sale under the
Securities Act (Section 13.1-501 et seq.) of the Code of Virginia.

Bank Deposits
Certificates of deposit and other evidences of deposit in any national banking association,
Federal Savings and Loan Association or Federal Savings Bank located in Virginia and any bank,
trust company or savings institutions organized under Virginia law are permitted by Section 2.24401 et seq. of the Code of Virginia. The County will maintain bank deposits meeting the
following requirements:
1) the maturity is no greater than one (1) year at the time of purchase;
2) certificates of deposit will be placed directly with depository institutions (no third parties
or money brokers will be used);
3) deposits will be secured in accordance with the Virginia Security for Public Deposits
Act, (Section 2.2-4400 et seq.) of the Code of Virginia that requires:

a) collateralization on all deposits of County funds in excess of the amount protected by
federal deposlt insurance, and
b) collateralization with (i) U.S. Government obligat~onsand securities unconditionally
guaranteed as to the payment of principal and interest by the United States, or any
Agency thereof, or (ii) municipal bonds of the Commonwealth of Virginia or any
political subdivision of the Commonwealth of Virginia that meets the minimum
criteria established in this Policy for direct investment.

Portfolio Diversification
The County's Portfolio shall be diversified by security type and institution. The maximum
percentage of the portfolio (book value at the date of acquisition) permitted in each eligible
security is as follows:
U.S. Government Obligations
Registered Money Market Mutual Funds
State of Virginia LGIP
Repurchase Agreements
Bankers' Acceptances
Commercial Paper
Negotiable Certificates of Depositlsank Notes
Municipal Obligations
Corporate Notes
Bank Deposits

100% maximum
100% maximum
100% maximum
50% maximum
40% maximum
35% maximum
20% maximum
20% maximum
15% maximum
25% maximum

The County's Portfolio will be further diversified to limit the exposure to any one issuer. No
more than 5% of the County's Portfolio will be invested in the securities of any single issuer with
following exceptions
U.S. Treasury
Each Money Market Mutual Fund
Each Federal Agency
Each Repurchase Agreement Counterparty

100% maximum
50% maximum
35% maximum
25% maximum

Maximum Maturity
Maintenance of adequate liquidity to meet the cash flow needs of the County is essential.
Accordingly, the portfolio will be structured in a manner that ensures sufficient cash is available
to meet anticipated liquidity needs. Selection of investment maturities must be consistent with
the cash requirements of the County in order to avoid the forced sale of securities prior to
maturity.
For purposes of this Investment Policy, assets of the County shall be segregated into three
categories based on expected liquidity needs and purposes -short-term operating funds, the
core portfolio and bond proceeds.

Short-Term Operating Funds. Assets categorized as short-term funds will be invested in
permitted investments maturing in twelve (12) months or less. The average weighted maturity of
the short-term assets will not exceed 180 days. Because of inherent difficulties in accurately

forecasting cash flow requirements, a portion of the portfolio will be continuously invested in
readily available funds such as the LGIP, money market mutual funds or overnight repurchase
agreements to ensure that appropriate liquidity is maintained to meet ongoing obligations.
Core Portfolio. The operating fund core portfolio will be invested in permitted investments with
a stated maturity of no more than 5 years from the date of purchase. To control the volatility of
the core portfolio, the Treasurer will determine a duration target, not to exceed three years.

Bond Proceeds. Proceeds from the sale of bonds will be invested in compliance with the specific
requirements of the bond covenants without further restriction as to the maximum term to
maturity of securities purchased. However, in no case will bond proceeds be invested in
securities with a term to maturity that exceeds the expected disbursement date of those funds.
Reserve funds and other 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 practicable with the expected use of funds. The intent to invest in securities with longer
maturities shall be disclosed in writing to the Board of Supervisors.

Prohibited Investments and Investment Practices
The County is prohibited from:
1) Investment in reverse repurchase agreements:
2) Short sales (selling a specific security before it has been legally purchased);

3) Borrowing funds for the sole purpose of reinvesting the proceeds of such borrowing;
4) Investment in complex derivatives such as range notes, dual index notes, inverse floating
rate notes and deleveraged notes, or notes linked to lagging indices or to long-term
indices.
5) Investing in any security not specifically permitted by this Policy.

Olde Towne Medical Center Endowment Fund
The Olde Towne Medical Center Endowment Fund ("Endowment Fund") was established to
generate annual income to supplement the Medical Center's operating revenue. Spending from
the Endowment Fund may be restricted and will be determined annually by the Board of
Directors of the Olde Towne Medical Center. To ensure adequate liquidity to meet operating
obligations, at least $50,000 of the Endowment Fund will be invested in accordance with the
Short-Term Operating Fund guidelines listed above.
The remainder of the Endowment Fund may be invested in Authorized Investments without
regard to maturity as long as the effective duration of the Endowment Fund does not exceed 7
years. In addition to the Authorized Investments contained herein, up to 20% of the Endowment
Fund may be invested in stock mutual funds that mirror the price and yield p e r f o m n c e of the S
& P 500 Index or the Wilshire 5000 Index.

Selection, Approval of Brokers, Qualified Financial Institutions
The County Treasurer and/or the County's Investment Manager shall maintain a list of financial
institutions and brokerldealers that are approved for investment purposes ("Qualified
Institutions"). Only firms meeting the following requirements will be eligible to serve as
Qualified Institutions:
1) "primary" dealers and regional dealers that qualify under Securities and Exchange
Commission Rule 15C3-1 (uniform net capital rule);
2) capital of no less than $10,000,000;
3) registered as a dealer under the Securities Exchange Act of 1934;
4) member of the National Association of Dealers (NASD);
5) registered to sell securities in Virginia; and
6) the firm and assigned broker have been engaged in the business of effecting transactions
in U.S. government and agency obligations for at least five (5) consecutive years.
All brokers, dealers and other financial institutions deemed to be Qualified Institutions shall be
provided with current copies of the County's Investment Policy. A current audited financial
statement is required to be on file for each financial institution and brokerldealer with which the
County transacts business.

Competitive Selection of Investment Instruments
It will be the policy of the County to transact all securities purchaselsales only with Qualified
Institutions through a formal and competitive process requiring the solicitation and evaluation of
at least three bidsloffers. The County will accept the offer which (a) the highest rate of return
within the maturity required; and (b) optimizes the investment objective of the overall portfolio.
When selling a security, the County will select the bid that generates the highest sale price.
Primary fixed price federal agency offerings may be purchased from the list of Qualifi ed
Institutions without competitive sol~citationif it is determined that no agency obligations meeting
the County's requirements are available in the secondary market at a higher yield.

Investment of Bond Proceeds
The County intends to comply with all applicable sections of the Internal Revenue Code of 1986,
Arbitrage Rebate Regulations and bond covenants with regard to the investment of bond
proceeds. Accounting records will be maintained in a form and for a period of time sufficient to
document compliance with these regulations.
Sinking fund investments will be limited to those securities authorized by Section 2.2-4500 et
seq. of the Code of Virginia.

Safekeeping and Custody
All investment securities purchased by the County or held as collateral on deposits or
investments shall be held in third-party safekeeping at a qualified public depository who may not
otherwise be a counterparty to the investment transaction. (A qualified public depository is
defined under Virginia law as a national banking association, federal savings and loan

association or federal savings bank located in Virginia and any bank, trust company or savings
institution organized under Virginia law that receives or holds public deposits which are secured
pursuant to Section 2.2-4400 et. seq. of the Code of Virginia.)
All securities in the County's Portfolio shall be held in the name of the County and will be free
and clear of any lien. Further, all investment transactions will be conducted on a delivery-vs.payment basis. The depository shall issue a safekeeping receipt to the County listing the specific
instrument, rate, maturity and other pertinent information. On a monthly basis, the depository
will also provide reports that list all securities held for the County, the book value of holdings
and the market value as of month-end.
Appropriate County officials and representatives of the depository responsible for, or in any
manner involved with, the safekeeping and custody process of the County shall be bonded in
such a fashion as to protect the County from losses from malfeasance and misfeasance.

Performance Standards
The investment portfolio shall be designed and managed with the objective of obtaining a market
rate of return throughout budgetary and economic cycles, commensurate with the investment risk
constraints and cash flow needs of the County. Short-term funds and other funds that must
maintain a high degree of liquidity will be compared to the return on the three-month U. S.
Treasury Bill. Medium term investments and other funds that have a l o n g e r - t m investment
horizon will be compared to an index of U. S. Treasury securities having a similar duration or
other appropriate benchmark.

Reporting
The Treasurer or Investment Manager shall prepare an investment report not less than monthly.
This report shall include: (i) a listing of the existing portfolio in terms of investment securities,
amortized book value, maturity date, yield-on-cost, market value and other features deemed
relevant and (ii) a listing of all transactions executed during the month.
The Treasurer or Investment Manager shall prepare a "Quarterly Investment Report" that
summarizes (i) recent market conditions, economic developments and anticipated investment
conditions, (ii) the investment strategies employed in the most recent quarter, (iii) a description
of all securities held in investment portfolios at month-end, (iv) the total rate of return for the
quarter and year-to-date versus appropriate benchmarks, and (v) any areas of policy concern
warranting possible revisions to current or planned investment strategies. The market values
presented in these reports will be consistent with accounting guidelines in GASB Statement 3 1
pertaining to the valuation of investments and the treatment of unrealized gains/losses.
The quarterly report will also include a statement that the investment of the County Portfolio is
in compliance with this Policy and any applicable bond resolutions.

Investment Policy Adoption
This policy is adopted by the Treasurer of James County this
Approved by

day of January, 2004.

M. Ann Davis, MGT
Treasurer of James City County

