VACo/VML Virginia Investment Pool Stable NAV Liquidity Pool
Summary of Investment Policy & Guidelines
Adopted by Board of Trustees on 9/23/16

This Investment Policy has been established by the Board of Trustees of the
Virginia Investment Pool (“VIP” or the “Program”) to ensure effective
management of the investment activity for the VIP Stable NAV Liquidity
Pool. The Program intends to offer the VIP Stable NAV Liquidity Pool to
support the cash management needs of municipalities, other governmental
agencies and political subdivisions in Virginia that must manage investments
conservatively. The objective of the fund is to obtain a competitive market
yield on available financial assets consistent with the constraints imposed by
the safety objectives, cash flow considerations and the laws of the
Commonwealth of Virginia that govern the placement of public funds while
facilitating daily liquidity and the maintenance of a stable Net Asset Value,
with the price of shares in the portfolio targeted to maintain a value of $1.00.
Unless otherwise noted, all citations in this policy refer to the Code of
Virginia (1950), as amended.
STANDARDS OF CARE

Prudence:
In accordance with §2.2-4514 of the Code of Virginia, the VIP Board and
its designees shall discharge their duties with respect to the investments
of their jurisdiction solely in the interest of the participants and shall invest
the assets of the VIP Trust Fund with the care, skill, prudence, and
diligence under the circumstances a reasonable person familiar with such
matters would use in the conduct of an enterprise of a like character and
with like aims. The Board (or designees) shall also diversify such
investments so as to minimize the risk of large losses unless under the
circumstances it is clearly prudent not to do so.
Ethics and Conflicts of Interest:
Officers and designees involved in the investment process shall refrain
from personal business activity that could conflict with the proper
execution and management of the investment Program, or that could
impair their ability to make impartial decisions. They shall disclose any
material interests in financial institutions with which they conduct business.
They shall further disclose any personal financial/investment positions that
could be related to the performance of the investment Portfolio. They
shall refrain from undertaking personal investment transactions with the
same individual with whom business is conducted on behalf of VIP.
ROLE AND RESPONSIBILITIES

The VIP Board is charged with setting policies for the Trust Fund, hiring
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the Investment Manager, selecting the custodian and contracting with the
Administrator.
The VIP Administrator is responsible for the day-to-day administration of
the Program.
The Investment Manager, Fund Accountant and Transfer Agent invests
the assets of the Program consistent with the policies and objectives set
by the Board and provides all necessary reporting to the VIP
Administrator, the Board and the participants of the Pool.
The custodian takes delivery of securities purchased for the Program and
provides all necessary reporting to the Investment Manager, Administrator
and Board. The custodian must be qualified to do business in the
Commonwealth of Virginia as a bank or trust company.
Collateral for savings and time deposits shall be pledged according to the
provisions of the Security for Public Deposits Act and the requirements of
the State Treasury Board regulations.
AUTHORIZED DEPOSITORY AND FEE SERVICE BANKS

In order to ensure orderly and fair competition, the Board will routinely bid
new fee services on an individual basis, when such service is not
functionally linked to an existing banking process. Priority will be given to
making certain that opportunities are presented to participants in a fair and
orderly process.
1. Banks must be “qualified public depositories” as defined in the Code of
Virginia Security for Public Deposits Act (§2.2-4401).
2. All commercial banks wishing to be authorized to provide services
must report a minimum of 4% or greater Tier 1 (Core) capital in their
Quarterly Call Report filed with the FDIC. If any bank were to report
Tier 1 capital of less than 4%, the deposit and fee relationship will be
considered in jeopardy and the Board or its designee will take
appropriate and prudent action.
3. The Administrator will conduct a review of the condition of each
authorized financial institution, as required, in the judgment of the
Administrator and/or the Board. The Administrator may undertake
interim reviews as conditions dictate.
INVESTMENT OBJECTIVE
The VIP Stable NAV Liquidity Pool is a fixed income investment portfolio
designed to provide another pooled investment alternative to those Participants
who desire a Stable NAV investment option for their cash management needs.
The Fund’s investment objectives are:
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1. Safety & Preservation of Principal
2. Daily Liquidity
3. Transparency and
4. Competitive Yields
The Fund’s investments will conform to the Allowable Investments detailed in this
Investment Policy to meet Standard & Poor’s Principal Stability Fund AAAm
rating requirements. The AAAm rating is the highest attainable rating for a Local
Government Investment Pool.
PURCHASE OF INVESTMENTS
INVESTMENT POLICIES AND STANDARDS

There are certain standards of “adequacy” and “appropriateness” set by
the Board, in addition to the creditworthiness of an institution, against
which offers shall be measured when purchasing investments. For
example, diversification reduces overall portfolio risks while attaining
market average rates of return. The policies and standards which regulate
specific investments and the composition of the investment Portfolio shall
include, but not be limited to, the following:
1. No investment shall be purchased if its ratings from nationally
recognized ratings firms are not at or above the minimum required in
the Code of Virginia. Negative rating qualifications (such as AA- or
A1-) will not exclude the instrument.
2. No more than thirty-five percent of the VIP Portfolio shall be
invested in commercial paper.
3. No more than five percent of the VIP Portfolio shall be invested in
the commercial paper of a single issuing corporation.

4. The fund will maintain a dollar-weighted average maturity to reset
(WAMR) of 60 days or less and a dollar-weighted average maturity
to final (WAMF) of 120 days or less.
5. The Investment Manager shall endeavor to maintain an appropriate
diversification in the Portfolio. The Investment Manager will
diversify instruments and institutions in order to reduce overall
portfolio risk while attaining market rates of return.
The Board may add, delete or modify standards of investment at its
discretion in response to changing economic, national or international
conditions.
ALLOWABLE INVESTMENTS
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The Board must limit investments to those allowed by the Code of Virginia.
The Board, however, may restrict investments beyond the limits imposed
by the Code if such restrictions serve the purpose of further safeguarding
invested funds or are in the best interests of the Trust Fund’s investors
The allowable types of investments under the Code of Virginia for nonsinking funds are as follows:
1. Bonds, notes and other evidences of indebtedness of the
Commonwealth of Virginia, and other evidences of indebtedness
unconditionally guaranteed as to payment of principal and interest by
the Commonwealth of Virginia.
2. Bonds, notes and other obligations of the United States, and securities
unconditionally guaranteed as to the payment of principal and interest
by the United States, or any agency thereof. The evidences of
indebtedness enumerated by this subdivision may be held directly, or
in the form of repurchase agreements collateralized by such debt
securities, or in the form of securities of any open-end or closed-end
management type investment company or investment trust registered
under the Investment Company Act of 1940, provided that the portfolio
of such investment company or investment trust is limited to such
evidences of indebtedness, or repurchase agreements collateralized
by such debt securities, or securities of other such investment
companies or investment trusts whose portfolios are so restricted
3. Bonds, notes and other evidences of indebtedness of any state of the
United States upon which there is no default and upon which there has
been no default for more than ninety days; provided, that within the
twenty fiscal years next preceding the making of such investment, such
state has not been in default for more than ninety days in the payment
of any part of principal or interest of any debt authorized by the
legislature of such state to be contracted.
4. Bonds, notes and other evidences of indebtedness of any county, city,
town, district, authority or other public body in the Commonwealth upon
which there is no default; provided, that if the principal and interest be
payable from revenues or tolls and the project has not been
completed, or if completed, has not established an operating record of
net earnings available for payment of principal and interest equal to
estimated requirements for that purpose according to the terms of the
issue, the standards of judgment and care required in Article 2 (§ 2645.3 et seq.) of Chapter 3 of Title 26, without reference to this section,
shall apply.
In any case in which an authority, having an established record of net
earnings available for payment of principal and interest equal to
estimated requirements for that purpose according to the terms of the
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issue, issues additional evidences of indebtedness for the purposes of
acquiring or constructing additional facilities of the same general
character that it is then operating, such additional evidences of
indebtedness shall be governed by the provisions of this section
without limitation.
5. Legally authorized bonds, notes and other evidences of indebtedness
of any city, county, town or district situated in any one of the states of
the United States upon which there is no default and upon which there
has been no default for more than ninety days; provided, that (i) within
the twenty fiscal years next preceding the making of such investment,
such city, county, town or district has not been in default for more than
ninety days in the payment of any part of principal or interest of any
stock, bond, note or other evidence of indebtedness issued by it; (ii)
such city, county, town or district shall have been in continuous
existence for at least twenty years; (iii) such city, county, town or
district has a population, as shown by the federal census next
preceding the making of such investment, of not less than 25,000
inhabitants; (iv) the stocks, bonds, notes or other evidences of
indebtedness in which such investment is made are the direct legal
obligations of the city, county, town or district issuing the same; (v) the
city, county, town or district has power to levy taxes on the taxable real
property therein for the payment of such obligations without limitation
of rate or amount; and (vi) the net indebtedness of such city, county,
town or district (including the issue in which such investment is made),
after deducting the amount of its bonds issued for self-sustaining public
utilities, does not exceed ten percent of the value of the taxable
property in such city, county, town or district, to be ascertained by the
valuation of such property therein for the assessment of taxes next
preceding the making of such investment.
6. Savings accounts or time deposits in any bank or savings and loan
association within the Commonwealth of Virginia, providing such bank
or savings and loan association is a “qualified public depository”. Such
savings accounts or time deposits must meet the collateralization
requirements as set forth in the Virginia Security for Public Deposits
Act and the regulations of the State Treasury Board. The collateral
must be a security or securities allowable as a direct investment with a
market value of not less than fifty percent of the deposit amount where
the depository is a commercial bank and not less than one hundred
percent of the deposit amount where the depository is a savings and
loan or savings bank. This collateral must be pledged to the Treasury
Board and held by the Board in its designated trust depository or
another depository approved by the Board (§58.1-3149 and §2.2-4400)
7. Repurchase agreements which are collateralized with securities that
are approved for direct investment. The Trust may require that
physical possession of the collateral be taken (§2.2-4507). Physical
possession must be taken when the term of the repurchase agreement
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exceeds ten days. Physical possession, for the purposes of this
paragraph includes Tri-Party Agreements. The Trust shall execute a
master repurchase agreement with the bank or broker/dealer, which is
the counterparty to the repurchase transaction, prior to entering into
any repurchase transaction.
8. Bankers’ acceptances from “prime quality” institutions. Prime quality
shall be as determined by one or more nationally recognized rating
agencies. (§2.2-4504)
9. “Prime quality” commercial paper (§2.2-4502). "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 P1; by Standard & Poor's, Inc.,
within its rating of A-1; by Fitch Investor's Services, Inc., within its
rating of F-1; by Duff and Phelps, Inc., within its rating of D-1; or by
their corporate successors (§2.2-4502.3).
10. “High quality” corporate notes (§2.2-4510). High quality shall be
defined as a rating of at least AA by Standard and Poor’s and at least
Aa by Moody’s and a maturity of no more than 397 days.
11. Certificates representing ownership in either Treasury bond principal at
maturity or its coupons for accrual periods. The underlying United
States Treasury bonds or coupons shall be held by a safekeeping
agent independent of the seller of the certificates. (§2.2-4505)
12. Open-end mutual funds, provided the funds are registered under the
Security Act of Virginia or the Federal Investment Act of 1940 and that
the investments by such Funds are restricted to securities approved for
direct investments (§2.2-4508).
13. Negotiable certifications of deposit and negotiable bank deposit notes
of domestic banks and domestic offices of foreign banks with a rating
of at least A-1 by Standard & Poor's, P-1 by Moody's Investor Service,
Inc., A-1, by Fitch Investor's Services, Inc., and F-1, by Duff and
Phelps, Inc., for maturities of one year (397 days) or less (§2.2-4509)
14. Non-negotiable certificates of deposit of banks certified as qualified to
hold Virginia Public Deposits.
DIVERSIFICATION, MATURITY AND RATINGS LIMITS

The Investment manager will diversify holdings of the investment
instruments to avoid incurring unreasonable risk inherent in over-investing
in any specific instruments or class of instruments, individual financial
institution or maturity schedule; while attaining market average rates of
return.
Length and allowable percentage of instruments, ratings and maturity
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scheduling shall meet Standard & Poor’s Principal Stability Fund AAAm
rating requirements.
1. No more than thirty-five percent of the VIP Stable NAV Liquidity
Pool shall be invested in commercial paper.
2. No more than five percent of the VIP Stable Value Liquidity Pool
shall be invested in the commercial paper of a single issuing
corporation.
3. Minimum proportion of the fund’s assets that is represented by the
sum of (a) 'A-1+' rated investments and of (b) 'A-1' rated
investments maturing within five business days is 50%
4. Maximum proportion of the fund’s assets that is represented by 'A1' rated investments maturing in more than five business days is
50%
5. The maximum final maturity per fixed rate investment, nonsovereign government floating rate investment and sovereign
floating-rate investments rated below AA- is 13 months (397 days).
6. The maximum final maturity per sovereign government (including
sovereign government related/guaranteed) floating-rate security
rated AA- or higher is two years (762 days).
DELIVERY REQUIREMENTS

Collateral for savings and time deposits shall be pledged according to the
provisions of the Security for Public Deposits Act and the requirements of
the State Treasury Board regulations.
All securities will be purchased on a delivery versus payment basis.
The Board must designate one or more institutions to act as custodian for
all non-depository investments. Such institutions must be qualified to do
business in the State of Virginia as banks or trust companies. Delivery to
the designated trustee, in lieu of physical possession, meets these
delivery requirements.
REPORTS OF INVESTMENT ACTIVITY TO THE BOARD

The Investment Manager and the Administrator shall report to the Board
on a regular basis, as determined by the Board, such information as the
Board requires in order to fulfill its function. At its discretion, the Board
may require additional information or clarification from the Investment
Manager or the Administrator either orally or in writing.
COMPLIANCE WITH THE CODE OF VIRGINIA
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This policy seeks to restrict and define investment actions at a more
detailed level than presented in the Code of Virginia.
In the absence of any issue or situation not specifically addressed by this
policy; any action undertaken by the Investment Manager, the
Administrator and/or their staffs, will at all times be in compliance with the
Code of Virginia.
RELEVANT CODE SECTIONS

CHAPTER 44
VIRGINIA SECURITY FOR PUBLIC DEPOSITS ACT
§ 2.2-4400. Short title; declaration of intent; applicability.
A. This chapter may be cited as the "Virginia Security for Public Deposits Act."
B. The General Assembly intends by this chapter to establish a single body of
law applicable to the pledge of security as collateral for public funds on
deposit in financial institutions so that the procedure for securing public
deposits may be uniform throughout the Commonwealth.
C. All public deposits in qualified public depositories that are required to be
secured by other provisions of law or by a public depositor shall be secured
pursuant to this chapter.
D. This chapter, however, shall not apply to deposits made by the State
Treasurer in out-of-state financial institutions related to master custody and
tri-party repurchase agreements, provided (i) such deposits do not exceed
ten percent of average monthly investment balances and (ii) the out-of-state
financial institutions used for this purpose have a short-term deposit rating of
not less than A-1 by Standard & Poor's Rating Service or P-1 by Moody's
Investors Service, Inc., respectively.
(1973, c. 172, §§ 2.1-359, 2.1-361; 1984, c. 135; 2000, cc. 335, 352; 2001, c.
844.)
§ 2.2-4401. Definitions.
As used in this chapter, unless the context requires a different meaning:
"Default or insolvency" includes, but shall not be limited to, the failure or refusal
of any qualified public depository to return any public deposit upon demand or at
maturity and the issuance of an order of supervisory authority restraining such
depository from making payments of deposit liabilities or the appointment of a
receiver for such depository.
"Eligible collateral" means securities of the character authorized as legal
investments under the laws of the Commonwealth for public sinking funds or
other public funds and securities acceptable under United States Treasury
Department regulations as collateral for the security of treasury tax and loan
accounts and Federal Loan Bank letters-of-credit that adhere to the guidelines as
promulgated by the Treasury Board.
“Located in Virginia” means having a main office or branch office in the
Commonwealth where deposits accepted, checks are paid, and money is lent.
"Public deposit" means moneys of the Commonwealth or of any county, city,
town or other political subdivision thereof, including moneys of any commission,
institution, committee, board or officer of the foregoing and any state, circuit,
county or municipal court, which moneys are deposited in any qualified public
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depository in any of the following types of accounts: nonnegotiable or registered
time deposits, demand deposits, savings deposits, and any other transaction
accounts, and security for such deposit is required by other provisions of law, or
is required due to an election of the public depositor.
"Qualified public depository" means any national banking association, federal
savings and loan association or federal savings bank located in Virginia and any
bank, trust company or savings institution organized under Virginia law that
receives or holds public deposits that are secured pursuant to this chapter.
"Required collateral" of a qualified public depository means, (i) in the case of a
bank, a sum equal to fifty percent of the actual public deposits held at the close
of business on the last banking day in the month immediately preceding the date
of any computation of such balance, or the average balance of all public deposits
for such preceding month, whichever is greater, and (ii) in the case of a savings
and loan association or savings bank, a sum equal to 100 percent of the average
daily balance for the month immediately preceding the date of any computation
of such balance of all public deposits held by such depository but shall not be
less than 100 percent of the public deposits held by such depository at the close
of business on the last banking day in such preceding month.
"Treasurer" and "public depositor" means the State Treasurer, a county, city, or
town treasurer or director of finance or similar officer and the custodian of any
other public deposits secured pursuant to this chapter.
"Treasury Board" means the Treasury Board of the Commonwealth created by §
2.2-2415.
(1973, c. 172, § 2.1-360; 1984, c. 135; 1987, c. 718; 1996, c. 77; 1998, cc. 20,
21; 2001, c. 844; 2008, c.)
§ 2.2-4402. Collateral for public deposits.
Every qualified public depository shall deposit with the State Treasurer, or, with
the approval of the Treasury Board, with the Federal Reserve Bank of Richmond
or any other bank or trust company located within or without the Commonwealth,
eligible collateral equal to or in excess of the required collateral of such
depository to be held subject to the order of the Treasury Board. Eligible
collateral shall be valued as determined by the Treasury Board. Substitutions and
withdrawals of eligible collateral may be made from time to time under
regulations issued by the Treasury Board.
Each qualified public depository shall, at the time of the deposit of eligible
collateral, deliver to the State Treasurer a power of attorney authorizing him to
transfer any registered securities deposited, or any part thereof, for the purpose
of paying any of the liabilities provided for in this chapter.
Notwithstanding any other provisions of law, no depository shall be required to
give bond or pledge securities in the manner herein provided for the purpose of
securing deposits received or held in the trust department of the depository and
that are secured as required by § 6.1-21 or that are secured pursuant to Title 12,
§ 92a of the United States Code by securities of the classes prescribed by § 6.121.
No qualified public depository shall accept or retain any public deposit that is
required to be secured unless it has deposited eligible collateral equal to its
required collateral with some proper depository pursuant to this chapter.
(1973, c. 172, § 2.1-362; 2001, c. 844.)
§ 2.2-4403. Procedure for payment of losses where depository is bank.
When the Treasury Board is advised by any treasurer or otherwise determines
that a default or insolvency has occurred with regard to a qualified public
depository that is a bank, it shall as promptly as practicable make payment to the
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proper treasurer of all funds subject to such default or insolvency, pursuant to the
following procedures:
1. The Treasury Board and the treasurer shall ascertain the amount of public
funds on deposit with the qualified public depository in default or insolvent
that are secured pursuant to this chapter, either with the cooperation of the
Commissioner of Financial Institutions or receiver appointed for such
depository or by any other means available, and the amount of deposit
insurance applicable to such deposits.
2. The amount of such public deposits ascertained as provided in subdivision 1,
net of applicable deposit insurance, shall be assessed by the Treasury Board
first against the depository in default or insolvent to the extent of the full
realizable current market value of the collateral deposited by it to secure its
public deposits, and second, to the extent that such collateral is insufficient to
satisfy the liability of the depository upon its deposits secured pursuant to this
chapter against each of the other qualified public depositories according to
the ratio that the average daily balance for each month of the secured public
deposits held by the depository during the twelve calendar months
immediately preceding the date of the default or insolvency with respect to
which the assessment is made bears to the total average daily balance for
each month of all secured public deposits held by all qualified public
depositories that are banks, other than the defaulting depository, during those
twelve calendar months.
3. Assessments made by the Treasury Board shall be payable on the second
business day following demand, and in case of the failure of any qualified
public depository to pay such assessment when due, the State Treasurer
shall promptly take possession of the eligible collateral deposited with him or
with the Federal Reserve Bank of Richmond or other bank or trust company
pursuant to this chapter and liquidate the same to the extent necessary to
pay such assessment and turn over such amounts received to the Treasury
Board.
4. Upon receipt of such assessment, payments or the proceeds of the eligible
collateral liquidated to pay such assessments from the State Treasurer, the
Treasury Board shall reimburse the public depositors to the extent of the
depository's deposit liability to them, net of any applicable deposit insurance.
(1973, c. 172, § 2.1-363; 1978, c. 14; 1984, c. 135; 2001, c. 844.)
§ 2.2-4404. Procedure for payment of losses where depository is savings
bank or savings and loan association.
When the Treasury Board is advised by any treasurer or otherwise determines
that a default or insolvency has occurred with regard to a qualified public
depository that is a savings bank or a savings and loan association, it shall as
promptly as practicable make payment to the proper treasurer of all funds subject
to such default or insolvency, pursuant to the following procedures:
1. The Treasury Board and the treasurer shall ascertain the amount of public
funds on deposit with the qualified public depository in default or insolvent
that are secured pursuant to this chapter, either with the cooperation of the
Commissioner of Financial Institutions or receiver appointed for such
depository or by any other means available, and the amount of deposit
insurance applicable to such deposits.
2. The amount of such public deposits ascertained as provided in subdivision 1
net of applicable deposit insurance, shall be assessed by the Treasury Board
against the depository in default or insolvent. The State Treasurer shall
promptly take possession of such of the eligible collateral deposited by such
depository with him, or with any other depository pursuant to this chapter, as
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is necessary to satisfy the assessment of the Treasury Board and shall
liquidate the same and turn over the proceeds thereof to the Treasury Board.
3. Upon receipt from the State Treasurer of the payments or proceeds of the
eligible collateral liquidated to pay such assessments from the State
Treasurer, the Treasury Board shall reimburse the public depositors to the
extent of the depository's deposit liability to them, net of any applicable
deposit insurance.
(1984, c. 135, § 2.1-363.1; 2001, c. 844.)
§ 2.2-4405. Powers of Treasury Board relating to the administration of this
chapter.
The Treasury Board shall have power to:
1. Make and enforce regulations necessary and proper to the full and complete
performance of its functions under this chapter;
2. Prescribe regulations fixing terms and conditions consistent with this chapter
under which public deposits may be received and held;
3. Require such additional collateral, in excess of the required collateral of any
qualified public depository, of any and all such depositories as it may
determine prudent under the circumstances;
4. Determine what securities shall be acceptable as eligible collateral, and to fix
the percentage of face value or market value of such securities that can be
used to secure public deposits;
5. Require any qualified public depository to furnish such information concerning
its public deposits; and
6. Determine when a default or insolvency has occurred and to take such action
as it may deem advisable for the protection, collection, compromise or
settlement of any claim arising in case of default or insolvency.
(1973, c. 172, § 2.1-364; 2001, c. 844.)
§ 2.2-4406. Subrogation of Treasury Board to depositor's rights; payment of
sums received from distribution of assets.
Upon payment in full to any public depositor, the Treasury Board shall be
subrogated to all of such depositor's rights, title and interest against the
depository in default or insolvent and shall share in any distribution of its assets
ratably with other depositors. Any sums received from any such distribution shall
be paid to the other qualified public depositories against which assessments
were made, in proportion to such assessments, net of any proper expense of the
Treasury Board in enforcing any such claim.
(1973, c. 172, § 2.1-365; 2001, c. 844.)
§ 2.2-4407. Deposit of public funds in qualified public depository
mandatory.
No public deposit that is required to be secured pursuant to this chapter shall be
made except in a qualified public depository.
(1973, c. 172, § 2.1-366; 2001, c. 844.)
§ 2.2-4408. Authority to deposit public funds.
A. All treasurers and public depositors are hereby authorized to deposit funds
under their control in qualified public depositories securing public deposits
pursuant to this chapter.
B. Local officials handling public funds in the Commonwealth may not require
from a depository institution any pledge of collateral for their deposits in such
institution which is in excess of the requirements of this chapter.
(1973, c. 172, § 2.1-367; 1980, c. 538, § 2.1-234.5; 1998, cc. 20, 21; 2001, c.
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844.)
§ 2.2-4409. Authority to secure public deposits; acceptance of liabilities
and duties by public depositories.
All institutions located in the Commonwealth that are permitted to hold and
receive public deposits are hereby authorized to secure such deposits in
accordance with this chapter.
Any institution accepting a public deposit that is required to be secured pursuant
to this chapter shall be deemed to have accepted the liabilities and duties
imposed upon it pursuant to this chapter with respect to the deposit.
(1973, c. 172, § 2.1-368; 2001, c. 844.)
§ 2.2-4410. Liability of treasurers or public depositors.
When deposits are made in accordance with this chapter no treasurer or public
depositor shall be liable for any loss thereof resulting from the failure or default of
any depository in the absence of negligence, malfeasance, misfeasance, or
nonfeasance on his part or on the part of his assistants or employees.
(1973, c. 172, § 2.1-370; 2001, c. 844.)
§ 2.2-4411. Reports of public depositories.
Within ten days after the end of each calendar month or when requested by the
Treasury Board each qualified public depository shall submit to the Treasury
Board a written report, under oath, indicating (i) the total amount of public
deposits held by it at the close of business on the last banking day in the month,
(ii) the average daily balance for the month of all secured public deposits held by
it during the month, (iii) a detailed schedule of pledged collateral at its current
asset value for purposes of collateral at the close of business on the last banking
day in the month, and (iv) any other information with respect to its secured public
deposits that may be required by the Treasury Board. Each qualified public
depository shall also furnish at the same time to each public depositor for which it
holds deposits and that makes a written request therefore a schedule of the
secured public deposits to the credit of such depositor as of the close of business
on the last banking day in the month and the total amount of all secured public
deposits held by it upon such date.
(1973, c. 172, § 2.1-369; 1979, c. 154; 2001, c. 844.)
CHAPTER 45
INVESTMENT OF PUBLIC FUNDS ACT
§ 2.2-4500. Legal investments for public sinking funds.
The Commonwealth, all public officers, municipal corporations, other political
subdivisions and all other public bodies of the Commonwealth may invest any
sinking funds belonging to them or within their control in the following securities:
1. Bonds, notes and other evidences of indebtedness of the Commonwealth,
and securities unconditionally guaranteed as to the payment of principal and
interest by the Commonwealth.
2. Bonds, notes and other obligations of the United States, and securities
unconditionally guaranteed as to the payment of principal and interest by the
United States, or any agency thereof. The evidences of indebtedness
enumerated by this subdivision may be held directly, or in the form of
repurchase agreements collateralized by such debt securities, or in the form
of securities of any open-end or closed-end management type investment
company or investment trust registered under the Investment Company Act of
1940, provided that the portfolio of such investment company or investment
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trust is limited to such evidences of indebtedness, or repurchase agreements
collateralized by such debt securities, or securities of other such investment
companies or investment trusts whose portfolios are so restricted.
3. Bonds, notes and other evidences of indebtedness of any county, city, town,
district, authority or other public body of the Commonwealth upon which there
is no default; provided, that such bonds, notes and other evidences of
indebtedness of any county, city, town, district, authority or other public body
are either direct legal obligations of, or those unconditionally guaranteed as to
the payment of principal and interest by the county, city, town, district,
authority or other public body in question; and revenue bonds issued by
agencies or authorities of the Commonwealth or its political subdivisions upon
which there is no default.
4. Bonds and other obligations issued, guaranteed or assumed by the
International Bank for Reconstruction and Development, bonds and other
obligations issued, guaranteed or assumed by the Asian Development Bank
and bonds and other obligations issued, guaranteed or assumed by the
African Development Bank.
5. Savings accounts or time deposits in any bank or savings institution within
the Commonwealth provided the bank or savings institution is approved for
the deposit of other funds of the Commonwealth or other political subdivision
of the Commonwealth.
(1956, c. 184, § 2-297; 1958, c. 102; 1966, c. 677, § 2.1-327; 1970, c. 75; 1974,
c. 288; 1986, c. 270; 1988, cc. 526, 834; 1996, cc. 77, 508; 2001, c. 844.)
§ 2.2-4501. Legal investments for other public funds.
A. The Commonwealth, all public officers, municipal corporations, other political
subdivisions and all other public bodies of the Commonwealth may invest any
and all moneys belonging to them or within their control, other than sinking
funds, in the following:
1) Stocks, bonds, notes, and other evidences of indebtedness of the
Commonwealth and those unconditionally guaranteed as to the payment
of principal and interest by the Commonwealth.
2) Bonds, notes and other obligations of the United States, and securities
unconditionally guaranteed as to the payment of principal and interest by
the United States, or any agency thereof. The evidences of indebtedness
enumerated by this subdivision may be held directly, or in the form of
repurchase agreements collateralized by such debt securities, or in the
form of securities of any open-end or closed-end management type
investment company or investment trust registered under the Investment
Company Act of 1940, provided that the portfolio of such investment
company or investment trust is limited to such evidences of indebtedness,
or repurchase agreements collateralized by such debt securities, or
securities of other such investment companies or investment trusts whose
portfolios are so restricted.
3) Stocks, bonds, notes and other evidences of indebtedness of any state of
the United States upon which there is no default and upon which there
has been no default for more than ninety days; provided, that within the
twenty fiscal years next preceding the making of such investment, such
state has not been in default for more than ninety days in the payment of
any part of principal or interest of any debt authorized by the legislature of
such state to be contracted.
4) Stocks, bonds, notes and other evidences of indebtedness of any county,
city, town, district, authority or other public body in the Commonwealth
upon which there is no default; provided, that if the principal and interest
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be payable from revenues or tolls and the project has not been
completed, or if completed, has not established an operating record of net
earnings available for payment of principal and interest equal to estimated
requirements for that purpose according to the terms of the issue, the
standards of judgment and care required in Article 2 (§ 26-45.3 et seq.) of
Chapter 3 of Title 26, without reference to this section, shall apply.
In any case in which an authority, having an established record of net
earnings available for payment of principal and interest equal to estimated
requirements for that purpose according to the terms of the issue, issues
additional evidences of indebtedness for the purposes of acquiring or
constructing additional facilities of the same general character that it is
then operating, such additional evidences of indebtedness shall be
governed by the provisions of this section without limitation.
5) Legally authorized stocks, bonds, notes and other evidences of
indebtedness of any city, county, town or district situated in any one of the
states of the United States upon which there is no default and upon which
there has been no default for more than ninety days; provided, that
i) within the twenty fiscal years next preceding the making of such
investment, such city, county, town or district has not been in default
for more than ninety days in the payment of any part of principal or
interest of any stock, bond, note or other evidence of indebtedness
issued by it;
ii) such city, county, town or district shall have been in continuous
existence for at least twenty years;
iii) such city, county, town or district has a population, as shown by the
federal census next preceding the making of such investment, of not
less than 25,000 inhabitants;
iv) the stocks, bonds, notes or other evidences of indebtedness in which
such investment is made are the direct legal obligations of the city,
county, town or district issuing the same;
v) the city, county, town or district has power to levy taxes on the taxable
real property therein for the payment of such obligations without
limitation of rate or amount; and
vi) the net indebtedness of such city, county, town or district (including
the issue in which such investment is made), after deducting the
amount of its bonds issued for self-sustaining public utilities, does not
exceed ten percent of the value of the taxable property in such city,
county, town or district, to be ascertained by the valuation of such
property therein for the assessment of taxes next preceding the
making of such investment.
6) Bonds and other obligations issued, guaranteed or assumed by the
International Bank for Reconstruction and Development, by the Asian
Development Bank or by the African Development Bank.
B. This section shall not apply to retirement funds and deferred compensation
plans to be invested pursuant to §§ 51.1-124.30 through 51.1-124.35 or §
51.1-601.
C. Investments made prior to July 1, 1991, pursuant to § 51.1-601 are ratified
and deemed valid to the extent that such investments were made in
conformity with the standards set forth in Chapter 6 (§ 51.1-600 et seq.) of
Title 51.1.
(1956, c. 184, § 2-298; 1966, c. 677, § 2.1-328; 1980, c. 596; 1988, c. 834; 1991,
c. 379; 1992, c. 810; 1996, c. 508; 1999, c. 772; 2001, c. 844.)
§ 2.2-4502. Investment of funds of Commonwealth, political subdivisions,
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and public bodies in "prime quality" commercial paper.
A. The Commonwealth, all public officers, municipal corporations, other political
subdivisions and all other public bodies of the Commonwealth may invest any
and all moneys belonging to them or within their control other than sinking
funds in "prime quality" commercial paper, with a maturity of 270 days or less,
of issuing corporations organized under the laws of the United States, or of
any state thereof including paper issued by banks and bank holding
companies. "Prime quality" shall be as rated by at least two of the following:
Moody's Investors Service, Inc., within its NCO/Moody's rating of prime 1, by
Standard & Poor's, Inc., within its rating of A-1, by Fitch Investor's Services,
Inc., within its rating of F-1, by Duff and Phelps, Inc., within its rating of D-1,
or by their corporate successors, provided that at the time of any such
investment:
1) The issuing corporation, or its guarantor, has a net worth of at least fifty
million dollars; and
2) The net income of the issuing corporation, or its guarantor, has averaged
three million dollars per year for the previous five years; and
3) All existing senior bonded indebtedness of the issuer, or its guarantor, is
rated "A" or better or the equivalent rating by at least two of the following:
Moody's Investors Service, Inc., Standard & Poor's, Inc., Fitch Investor's
Services, Inc., or Duff and Phelps, Inc.
Not more than thirty-five percent of the total funds available for
investment may be invested in commercial paper, and not more than five
percent of the total funds available for investment may be invested in
commercial paper of any one issuing corporation.
B. Notwithstanding subsection A, the Commonwealth, municipal corporations,
other political subdivisions and public bodies of the Commonwealth may
invest any and all moneys belonging to them or within their control, except for
sinking funds, in commercial paper other than "prime quality" commercial
paper as defined in this section provided that:
1) Prior written approval is obtained from the governing board, committee or
other entity that determines investment policy. The Treasury Board shall
be the governing body for the Commonwealth; and
2) A written internal credit review justifying the creditworthiness of the
issuing corporation is prepared in advance and made part of the purchase
file.
(1973, c. 232, § 2.1-328.1; 1974, c. 295; 1976, c. 665; 1986, c. 170; 1987, c. 73;
1988, c. 834; 1992, c. 769; 2001, c. 844.)
§ 2.2-4503.
Not set out.
§ 2.2-4504. Investment of funds by the Commonwealth and political
subdivisions in bankers' acceptances.
Notwithstanding any provisions of law to the contrary, all public officers,
municipal corporations, other political subdivisions and all other public bodies of
the Commonwealth may invest any and all moneys belonging to them or within
their control other than sinking funds in bankers' acceptances.
(1981, c. 18, § 2.1-328.3; 1988, c. 834; 2001, c. 844.)
§ 2.2-4505. Investment in certificates representing ownership of treasury
bond principal at maturity or its coupons for accrued periods.
Notwithstanding any provision of law to the contrary, the Commonwealth, all
public officers, municipal corporations, other political subdivisions and all other
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public bodies of the Commonwealth may invest any and all moneys belonging to
them or within their control, in certificates representing ownership of either
treasury bond principal at maturity or its coupons for accrued periods. The
underlying United States Treasury bonds or coupons shall be held by a thirdparty independent of the seller of such certificates.
(1983, c. 117, § 2.1-328.5; 1985, c. 352; 1988, c. 834; 2001, c. 844.)
§ 2.2-4506. Securities lending.
Notwithstanding any provision of law to the contrary, the Commonwealth, all
public officers, municipal corporations, political subdivisions and all public bodies
of the Commonwealth may engage in securities lending from the portfolio of
investments of which they have custody and control, other than sinking funds.
The Treasury Board shall develop guidelines with which such securities lending
shall fully comply. Such guidelines shall ensure that the state treasury is at all
times fully collateralized by the borrowing institution.
(1983, c. 268, § 2.1-328.6; 2001, c. 844.)
§ 2.2-4507. Investment of funds in overnight, term and open repurchase
agreements.
Notwithstanding any provision of law to the contrary, the Commonwealth, all
public officers, municipal corporations, other political subdivisions and all other
public bodies of the Commonwealth, may invest any and all moneys belonging to
them or within their control in overnight, term and open repurchase agreements
that are collateralized with securities that are approved for direct investment.
(1985, c. 352, § 2.1-328.8; 1988, c. 834; 2001, c. 844.)
§ 2.2-4508. Investment of certain public moneys in certain mutual funds.
Notwithstanding any provision of law to the contrary, the Commonwealth, all
public officers, municipal corporations, other political subdivisions and all other
public bodies of the Commonwealth may invest any and all moneys belonging to
them or within their control, other than sinking funds that are governed by the
provisions of § 2.2-4500, in one or more open-end investment funds, provided
that the funds are registered under the Securities Act (§ 13.1-501 et seq.) of the
Commonwealth or the Federal Investment Co. Act of 1940, and that the
investments by such funds are restricted to investments otherwise permitted by
law for political subdivisions as set forth in this chapter, or investments in other
such funds whose portfolios are so restricted.
(1986, c. 170, § 2.1-328.9; 1988, c. 834; 1996, c. 508; 2001, c. 844.)
§ 2.2-4509. Investment of funds in negotiable certificates of deposit and
negotiable bank deposit notes.
Notwithstanding any provision of law to the contrary, the Commonwealth and all
public officers, municipal corporations, and other political subdivisions and all
other public bodies of the Commonwealth may invest any or all of the moneys
belonging to them or within their control, other than sinking funds, in negotiable
certificates of deposit and negotiable bank deposit notes of domestic banks and
domestic offices of foreign banks with a rating of at least A-1 by Standard &
Poor's and P-1 by Moody's Investor Service, Inc., for maturities of one year or
less, and a rating of at least AA by Standard & Poor's and Aa by Moody's
Investor Service, Inc., for maturities over one year and not exceeding five years.
(1998, cc. 20, 21, § 2.1-328.15; 2001, c. 844.)
§ 2.2-4510. Investment of funds in corporate notes.
A. Notwithstanding any provision of law to the contrary, the Commonwealth, all
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public officers, municipal corporations, other political subdivisions and all
other public bodies of the Commonwealth may invest any and all moneys
belonging to them or within their control, other than sinking funds, in high
quality corporate notes with a rating of at least Aa by Moody's Investors
Service, Inc., and a rating of at least AA by Standard and Poor’s, Inc., and a
maturity of no more than five years.
B. Notwithstanding any provision of law to the contrary, any qualified public
entity of the Commonwealth may invest any and all moneys belonging to it or
within its control, other than sinking funds, in high quality corporate notes with
a rating of at least A by two rating agencies, one of which shall be either
Moody's Investors Service, Inc., or Standard and Poors, Inc.
As used in this section, "qualified public entity" means any state agency or
institution of the Commonwealth, having an internal or external public funds
manager with professional investment management capabilities.
(1987, c. 187, § 2.1-328.10; 1988, c. 834; 1994, c. 145; 2001, c. 844; 2002, cc.
18, 438.)
§ 2.2-4511. Investment of funds in asset-backed securities.
Notwithstanding any provision of law to the contrary, any qualified public entity of
the Commonwealth may invest any and all moneys belonging to it or within its
control, other than sinking funds, in asset-backed securities with a duration of no
more than five years and a rating of no less than AAA by two rating agencies,
one of which must be either Moody's Investors Service, Inc., or Standard and
Poor’s, Inc.
As used in this section, "qualified public entity" means any state agency,
institution of the Commonwealth or statewide authority created under the laws of
the Commonwealth having an internal or external public funds manager with
professional investment management capabilities.
(1994, c. 145, § 2.1-328.13; 1997, c. 29; 2001, c. 844.)
§ 2.2-4512. Investment of funds by State Treasurer in obligations of foreign
sovereign governments.
Notwithstanding any provision of law to the contrary, the State Treasurer may
invest unexpended or excess moneys in any fund or account over which he has
custody and control, other than sinking funds, in fully hedged debt obligations of
sovereign governments and companies that are fully guaranteed by such
sovereign governments, with a rating of at least AAA by Moody's Investors
Service, Inc., and a rating of at least AAA by Standard and Poor’s, Inc., and a
maturity of no more than five years.
Not more than ten percent of the total funds of the Commonwealth available for
investment may be invested in the manner described in this section.
(1988, c. 461, § 2.1-328.11; 2001, c. 844.)
§ 2.2-4513. Investments by transportation commissions.
Transportation commissions that provide rail service may invest in, if required as
a condition to obtaining insurance, participate in, or purchase insurance provided
by, foreign insurance companies that insure railroad operations.
(1988, c. 834, § 2.1-328.12; 2001, c. 844.)
§ 2.2-4514. Commonwealth and its political subdivisions as trustee of
public funds; standard of care in investing such funds.
Public funds held by the Commonwealth, public officers, municipal corporations,
political subdivisions, and any other public body of the Commonwealth shall be
held in trust for the citizens of the Commonwealth. Any investment of such funds
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pursuant to the provisions of this chapter shall be made solely in the interest of
the citizens of the Commonwealth and with the care, skill, prudence, and
diligence under the circumstances then prevailing that a prudent person acting in
a like capacity and familiar with such matters would use in the conduct of an
enterprise of a like character and with like aims.
(1996, c. 437, § 2.1-328.14; 2001, c. 844.)
§ 2.2-4515. Collateral and safekeeping arrangements.
Securities purchased pursuant to the provisions of this chapter shall be held by
the public official, municipal corporation or other political subdivision or public
body or its custodial agent who may not otherwise be a counterparty to the
investment transaction. Securities held on the books of the custodial agent by a
custodial agent shall be held in the name of the municipal corporation, political
subdivision or other public body subject to the public body's order of withdrawal.
The responsibilities of the public official, municipal corporation, political
subdivision or other public body shall be evidenced by a written agreement that
shall provide for delivery of the securities by the custodial agent in the event of
default by a counterparty to the investment transaction.
As used in this section, "counterparty" means the issuer or seller of a security, an
agent purchasing a security on behalf of a public official, municipal corporation,
political subdivision or other public body or the party responsible for repurchasing
securities underlying a repurchase agreement.
The provisions of this section shall not apply to (i) investments with a maturity of
less than thirty-one calendar days or (ii) the State Treasurer, who shall comply
with safekeeping guidelines issued by the Treasury Board or to endowment
funds invested in accordance with the provisions of the Uniform Prudent
management of Institutional Funds Act, Article 1.1 (§ 55-268.1 et seq.) of
Chapter 15 of Title 55.
(1988, c. 834, § 2.1-329.01; 2001, c. 844; 2008, c. 184.)
§ 2.2-4516. Liability of treasurers or public depositors.
When investments are made in accordance with this chapter, no treasurer or
public depositor shall be liable for any loss there from in the absence of
negligence, malfeasance, misfeasance, or nonfeasance on his part or on the part
of his assistants or employees.
(1979, c. 135, § 2.1-329.1; 2001, c. 844.)
§ 2.2-4517. Contracts on interest rates, currency, cash flow or on other
basis.
A. Any state entity may enter into any contract or other arrangement that is
determined to be necessary or appropriate to place the obligation or
investment of the state entity, as represented by bonds or investments, in
whole or in part, on the interest rate cash flow or other basis desired by the
state entity. Such contract or other arrangement may include contracts
providing for payments based on levels of, or changes in, interest rates.
These contracts or arrangements may be entered into by the state entity in
connection with, or incidental to, entering into, or maintaining any (i)
agreement that secures bonds or (ii) investment, or contract providing for
investment, otherwise authorized by law. These contracts and arrangements
may contain such payment, security, default, remedy, and other terms and
conditions as determined by the state entity, after giving due consideration to
the creditworthiness of the counterparty or other obligated party, including
any rating by a nationally recognized rating agency, and any other criteria as
may be appropriate. The determinations referred to in this subsection may be
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made by the Treasury Board, the governing body of the state entity or any
public funds manager with professional investment capabilities duly
authorized by the Treasury Board or the governing body of any state entity
authorized to issue such obligations to make such determinations.
As used in this section, "state entity" means the Commonwealth and all
agencies, authorities, boards and institutions of the Commonwealth.
B. Any money set aside and pledged to secure payments of bonds or any of the
contracts entered into pursuant to this section may be invested in accordance
with this chapter and may be pledged to and used to service any of the
contracts or other arrangements entered into pursuant to this section.
(2002, c. 407.)
§ 2.2-4518. Investment of funds in certificates of deposit.
A. Notwithstanding any provision of law to the contrary, the Commonwealth and
all public officers, municipal corporations, other political subdivisions, and all
other public bodies of the Commonwealth, each referred to in this section as
a "public entity," may invest any or all of the moneys belonging to them or
within their control in accordance with the following conditions:
1) The moneys are initially invested through any federally insured bank or
savings institution selected by the public entity that is qualified by the
Virginia Treasury Board to accept public deposits;
2) The selected bank or savings institution arranges for the deposit of the
moneys in certificates of deposit in one or more federally insured banks or
savings institutions wherever located, for the account of the public entity;
3) The full amount of principal and any accrued interest of each such
certificate of deposit are covered by federal deposit insurance;
4) The selected bank or savings institution acts as custodian for the public
entity with respect to such certificates of deposit issued for the public
entity's account; and
5) At the same time that the public entity's moneys are deposited and the
certificates of deposit are issued, the selected bank or savings institution
receives an amount of deposits from customers of other financial
institutions wherever located equal to or greater than the amount of
moneys invested by the public entity through the selected bank or savings
institution.
B. Moneys arranged to be invested by the selected bank or savings institution in
certificates of deposit in one or more federally insured banks or savings
institutions wherever located, for the account of the public entity in
accordance with the conditions prescribed in subsection A shall not be
subject to the provisions of Chapter 44 (§ 2.2-4400 et seq.), § 2.2-4515, or
any security or collateral requirements that may otherwise be applicable to
the investment or deposit of public moneys by government investors.
(2008, c. 103.)
ARTICLE 2
Treasurers
§ 58.1-3149. Money received to be deposited. - All money received by a
treasurer for the account of either the Commonwealth or the treasurer’s county or
city shall be deposited intact by the treasurer as promptly as practical after its
receipt in a bank or savings institution authorized to act as depository therefore.
All deposits made pursuant to this provision shall be made in the name of the
treasurer’s county or city. The treasurer may designate any bank or savings and
loan association authorized to act as a depository to receive any payments due
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to the county or city directly, either through a processing facility or through a
branch office. ((Code 1950, § 58-939; 1975, c. 20.; 1984, c. 675; 1996, c. 77.)
The 1996 amendment substituted “savings institution” for “savings and loan association”
near the end of the first sentence.

§ 58.1-3150. Duties of depository officers. - No treasurer or executive officer of
any depository shall permit any public deposit to remain in any depository which
is not a “qualified public depository” as defined in §2.1-360 (b) and which is not
secured pursuant to the Virginia Security for Public Deposits Act (§2.1-359 et
seq.). (Code 1950, § 58-948; 1984, c. 675; 1996, cc. 364, 390.)
The 1996 amendments. – The 1996 amendments by cc. 364 and 390 are identical, and
rewrote the section which formerly read; “No treasurer or executive officer of any
depository shall permit the amount of money on deposit with any depository at any time
pursuant to the provisions of this article to exceed the amount of bond given or the value
of the securities pledged and deposited to secure such money, plus the amount insured
by the Federal Insurance Deposit Corporation.”

§ 58.1-3154. Selection and approval of depositories. – The depository or
depositories for the money received by a county treasurer shall be selected
pursuant to the provisions of the Virginia Security for Public Deposits Act (§2.1359 et seq.). (Code 1950, § 58-943; 1984, c. 675.)
§ 58.1-3155. Deposit of local funds in banking institutions outside of the
Commonwealth to meet obligations payable outside of the Commonwealth.
- Notwithstanding other provisions of this article the treasurer of any county, city
or town may if the State Commission on Local Debt gives prior approval, deposit
local funds in banking institutions outside of the Commonwealth.
Such
institutions, which shall be designated by the commission, shall give such
security as the commission deems proper and shall meet such other conditions
as the commission prescribes. All such deposits shall be limited to the sums
reasonable necessary to pay principal or interest on obligations of the county,
city or town which are payable at some place outside the commonwealth and
where any such banking institution is located. (Code 1950, § 58-943.1; 1950,
p.410; 1984, c. 675.)
§ 58.1-3158. Duties of treasurers. - No treasurer shall permit any public deposit
to be deposited with any depository unless it is a “qualified public depository” as
defined in § 2.1-360(b). All such deposits shall be secured pursuant to the
Virginia Security for Public Deposits Act (§2.1-359 et seq.). (Code 1950, § 58944; 1956, c. 84; 1958, c. 442; 1966, c. 498; 1984, c. 675; 1996, cc. 364, 390.)
The 1996 amendments by cc. 364 and 390 are identical, and rewrote the section,
which formerly read: “No money received by a treasurer shall be deposited with
any depository until such depository has given bond with the same conditions as
those required for bonds given by state depositories who elect to give bond to
protect money deposited with them by the State Treasurer pursuant to the
provisions of §§ 2.1-211 to 2.1-214 or until such depository has qualified under §
2.1-239 et seq.”

20

