
Virginia Board for the Blind and Vision Impaired 
Quarterly Board Meeting 

September 22, 2026 
11:00 am – 2:00 pm 

 
Location: Department for the Blind and Vision Impaired 

397 Azalea Avenue 
Richmond, VA 23227 
 

Join ZoomGov Meeting 
https://dsa-virginia.zoomgov.com/j/1654386164?pwd=gjKsasQhV9H0pWC3urXPHdD9eqzMZs.1 

 
Meeting ID: 165 438 6164 
Passcode: 062569 
Or Dial   
646 828 7666 
646 964 1167 (Spanish Line) 
______________________________________________________________ 
 

AGENDA 

 
11:00 am Call to Order and Welcome 

Chairman Ashley 
1. Welcome New Board Members 
2. Introductions Board Members 

 
11:05 am Business Items 

Chairman Ashley 
1. Approval of Agenda 
2. Approval of Meeting Minutes –  

June 23, 2026, Meeting 
 

11:10 am Public Comment 
 
11:20 am Optimal Services Group 
 
11:40 am Agency Reports 
 
 



12:00 pm Pick up Lunches 
 
12:20 pm Working Lunch –  
 Presentation by Melody Roane, Director - VRCBVI  
 

    12:50 pm Unfinished Business 
1. Final Vote on Revised Spending Policy to Include 
Restricted Fund Policy – Wallica Gaines  

2. Election of Board Secretary 
 

     1:10 pm        New Business 
1. Review of Grant Application Process including: 

- Application Information & Questions 
- Application Information Provided to Board 
- Other 

2. Discussion on Granting Policy – 
- Identifying Categories of Grant or Prioritize 

Yearly 
- Limitation on Number of Years for 

Funding? 
- Other 

 
     1:45 pm                Announcements/Other 
   Optional: Tour of Campus 
 
     2:00 pm                Adjourn 



Virginia Board for the Blind and Vision Impaired Quarterly Board Meeting 
June 23, 2026   11 am – 2 pm 

Location: Department for the Blind and Vision Impaired 
397 Azalea Avenue, Richmond, VA  23227 

DRAFT Minutes 
 
 

Board Members in Attendance 
Joseph Ashley-Vice Chair; Paul D’Addario-Chair, Michael Kasey-Secretary; Tina Egge, 
Tracy Bowdish, Suleiman Alibhai   
 
Board Members Not in Attendance 
Kathryn Campbell 
 
DBVI Staff in Attendance 
Rachel Dancy, Executive Assistant; Wallica Gaines, Deputy Commissioner, 
Administration; Matt Koch, Deputy Commissioner of Enterprises; Kathy Malone, Deputy 
Commissioner of Services; Maggie Mills, Executive Assistant to Commissioner; Rick 
Mitchell, Commissioner 
   
Call to Order & Welcome 
Chair D’Addario called the meeting to order and welcomed attendees. A quorum was 
confirmed.  
 
Business Items 

 Consent of Agenda 
 Dr. Ashley moved to adopt the agenda. Ms. Bowdish seconded the motion.  The 

motion passed unanimously. 
 

 Consent of June 12, 2026, Meeting Minutes  
 Mr. Kasey moved to approve the Minutes as presented. Ms. Egge seconded the 

motion.  The motion passed unanimously. 
 

Public Comment 
 No public comments were received.  

 
Endowment Grant Application Presentations/Q&A  
The Chair outlined the presentation and review process for grant applicants. 
The Chair also provided an overview of the grant program: 

 Previous year: Seven grants totaling $240,000 were awarded, representing the 
maximum amount permitted under Board spending policy.  

 Current year: The maximum amount available for grants is $260,000 due to 
investment performance.  

 Applications received: 20 applications requesting approximately $800,000.  
 Finalists: 15 applicants were invited to present, requesting a combined total of 

just over $600,000.  



Grant Presentations 
The following entities were called upon to present and answer questions regarding their 
initiatives. 
 
American Council of the Blind of Virginia, Inc.  
GFRLC Charities – No representative was available to present when called 
Rockbridge County Public Schools 
EnhanceAbility 
Access Virginia 
National Federation of the Blind of Virginia 
DBVI Bristol Regional Office Audible Egg Hunt 
Therapeutic Adventures, Inc. 
Prevention of Blindness Society of Metropolitan Washington 
DBVI Super Summer Camp 
Virginia Association of the DeafBlind Camp 
Together Achieving Dreams Foundation, Inc. 
Virginia Voice, Inc.  
The Virginia School for the Deaf and the Blind 
ENDependence Center of Northern Virginia  
 
Discussion/Vote Endowment Grant Applications 
The Board voted on the following grant funding: 
 
American Council of the Blind of Virginia Inc. $7,750.00 
GFRLC Charities – No representative was available to present when called. 
Rockbridge County Public Schools $7,500.00 
EnhanceAbility $19,500.00 
Access Virginia $4,500.00 
National Federation of the Blind of Virginia $57,000.00 
DBVI Bristol Regional Office Audible Egg Hunt $1,100.00 
Therapeutic Adventures, Inc. $8,000.00 
Prevention of Blindness Society of Metropolitan Washington $6,700.00 
DBVI Super Summer Camp $40,500.00 
Virginia Association of the DeafBlind Camp $7,400.00 
Together Achieving Dreams Foundation, Inc. $0.00 
Virginia Voice, Inc. $41,000.00 
The Virginia School for the Deaf and the Blind $19,000.00 
ENDependence Center of Northern Virginia $40,000.00 
 
Notice of status of funding requests will be emailed to entities. Funds will be disbursed 
in approximately 60 days from receipt of the entities’ W-9 form.  
 
New Business 
Election of 2026-2027 Board Officers 
The board conducted officer elections for the upcoming term (July–June cycle). 
Chair Election 



 Ms. Egge nominated Dr. Ashley for Chair. 
 Dr. Alibhai seconded.  
 All in favor. 

Vice Chair Election 
 Dr. Ashley nominated Tracy Bowdish. 
 Dr. Alibhai seconded.  
 All in favor. 

Secretary Election 
 Current Secretary: Michael Kasey  
 Ms. Egge moved to continue Mr. Kasey as Secretary pending formal 

administrative reappointment  
 Dr. Ashley seconded motion.  
 All in favor.   

 
Attendance Policy  
The Chair reviewed the Board’s Attendance Policy and reported on Board Member 
Kathryn Campbell’s unexcused absences. Ms. Egge moved to recommend to the 
Governor’s Office to have Ms. Campbell’s seat on the Board replaced. Dr. Ashley 
seconded the motion.  All in favor. 
 
Dates for 2026-2027 Board Meetings 
Dates for the upcoming Quarterly meetings were presented. 
September 22, 2026 
December 15, 2026 
March 23, 2027 
June 22, 2027 
 
Other 
Dr. Ashley motioned to recognize Paul D’Addario’s service. “In recognition and 
appreciation of Paul ‘Daddario’s eight years of service to the Virginia Board for the Blind 
and Vision Impaired and three years serving as Board Chair, we do acknowledge his 
leadership and thank him for his service.” 
Ms. Egge seconded the motion. All in favor. 
 
Adjournment 
Dr. Ashley moved to adjourn the meeting. 
Mr. Kasey seconded the motion.  
All in favor. 
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VIRGINIA BOARD FOR THE BLIND AND VISION IMPAIRED 
 
Policy Area: Institutional Fund Giving 

Title of Policy: Comprehensive Institutional & Restricted Fund Spending Policy 

Effective Date: March 26, 2024 Number: 2024-01 (Revised) 

Approved Date: September 22, 2026 Review by Date: September 2027 

 
I. Purpose 
This issuance provides comprehensive guidance for fund distributions and 
grantmaking using the institutional funds (Fund) managed by the Virginia Board 
for the Blind and Vision Impaired (Board). All distributions and awards remain 
strictly consistent with the Board’s mission to strengthen services rendered to 
individuals who are blind and vision impaired across the Commonwealth. The 
Board seeks to achieve a balance between the ability to support mission-driven, 
forward-looking initiatives and the desire to ensure continuity of the Fund.  
 
 
II. Statutory References & Authority 

 Board to Administer Institutional Fund: Code of Virginia § 51.5-63  
 

 Uniform Prudent Management of Institutional Funds Act (UPMIFA): Code 
of Virginia § 64.2-1100 et seq.  
 

III. General Grant Spending Rules & Policy 
It is the policy of the Board to apply a spending rule to its grantmaking. The 
application of its spending rule shall remain consistent from year to year, reflect 
industry best practices, and aim for a smooth trend of giving while maintaining 
the continuity of the Fund.  
 
Annually, the Board will make grant awards using the following spending rules:  
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1. Grantmaking Period: The annual grantmaking period is from July 1st to 
June 30th.  
 

2. Determination of Available Funds: The Board will determine the maximum 
funds available for the grantmaking period at its March meeting.  
 

3. Distribution Calculation (Spending Rule): Up to 4% of the trailing three-
year average market value of the Fund as of February 28th/29th will be 
used to determine the maximum total award for the grantmaking period.  
 

4. Award Decisions: The Board will make grant award decisions at its regular 
June meeting.  
 

5. Exceptions to the Spending Cap: The Board may exceed the 4% maximum 
with a majority vote of the Board when a quorum is seated. The Board shall 
consider the long-term implications of exceeding the 4% maximum.  
 

6. Market Downturns / Falling Averages: If the trailing three-year average 
market value falls (compared to the previous grantmaking period), the 
Board shall consider the long-term implications for the Fund and select a 
giving range that could include zero.  
 

7. Appropriations and Transparency: The maximum award amount 
determined in March shall be used to ensure appropriations are 
established. The total planned award amount shall also be made available 
to potential applicants in the application form.  
 

IV. Virginia Rehabilitation Center for the Blind and Vision Impaired (VRCBVI) 
Restricted Fund 
A. Purpose, Scope & Fund Structure 
The VRCBVI Restricted Fund is established to support and enhance new or 
innovative projects that advance the mission and strategic priorities of VRCBVI.  
 
 

 Fund Structure & Spending Limit: The VRCBVI Restricted Fund is 
maintained as a segregated fund within the Institutional Fund. 
Discretionary allocations from the VRCBVI Restricted Fund are not subject 
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to a distribution cap and are determined on a project-by-project basis, 
subject to available segregated balances and Board approval.  
 

 Ineligible Costs: The fund is not intended to support general operations, 
routine expenses, or ongoing programmatic costs.  
 

 Eligible Initiatives: Its purpose is to provide targeted financial support for 
initiatives that represent expansion, improvement, pilot programming, or 
other forward-looking investments.  
 

B. Request and Approval Process 
1. Executive Review: The Commissioner will provide final executive review 

and endorsement or denial of a proposal.  
 

2. Presentation to the Board: Endorsed requests may be presented by the 
Commissioner for formal consideration at any Board meeting.  
 

3. Voting Requirement: The Board shall vote on the funding for the endorsed 
proposal, and approval shall require a majority vote of the Board members 
present.  
 

C. Oversight & Reporting Requirements 
For any project or initiative funded through the VRCBVI Restricted Fund, VRCBVI 
shall provide a written progress report to the Board no later than two (2) weeks 
prior to each regularly scheduled quarterly Board meeting.  
 
 
D. Project Closeout & Return of Unexpended Funds 
Upon completion of a project funded through the VRCBVI Restricted Fund, or 
upon the termination of project activities, VRCBVI shall submit a final closeout 
and expenditure report to the Board. Any unexpended or unencumbered funds 
remaining at the conclusion of the approved project period shall revert 
immediately back to the segregated VRCBVI Restricted Fund. 
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V. Policy Revisions 
This policy may be updated with a majority vote of the Board with a quorum 
seated.  
 
 
VI. Revision History 

Approval Date Revision 
Description Author Code Reference or 

Rationale 

04/01/2024 
  

Original Adoption 
(Grant Spending 
Policy)   

W. 
Gaines   

Code of Virginia §§ 
51.5-63, 64.2-1100   

09/22/2026 
(Pending 
Adoption) 

Incorporated 
VRCBVI Restricted 
Fund Policy   

W. 
Gaines 

Programmatic 
expansion and 
restricted fund 
oversight   

 
 
VII. Signatures & Authorization 
Adopted by majority vote of the Board on September 22, 2026, a quorum being 
present. 
 
 
 
 
 
Dr. Joseph Ashley, Chairman 
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ti
m

es
, b

e 
ou

t 
of

 m
ar

ke
t 

fa
vo

r 
fo

r 
co

ns
id

er
ab

le
 p

er
io

ds
 w

it
h 

ad
ve

rs
e 

co
ns

eq
ue

nc
es

 f
or

 t
he

 in
ve

st
or

. A
rb

it
ra

ge
 s

tr
at

eg
ie

s 
ex

po
se

 a
 f

un
d 

to
 t

he
 

ri
sk

 t
ha

t 
th

e 
an

ti
ci

pa
te

d 
ar

bi
tr

ag
e 

op
po

rt
un

it
ie

s 
w

ill
 n

ot
 d

ev
el

op
 a

s 
an

ti
ci

pa
te

d,
 r

es
ul

ti
ng

 in
 p

ot
en

ti
al

ly
 r

ed
uc

ed
 r

et
ur

ns
 o

r 
lo

ss
es

 t
o 

th
e 

fu
nd

. R
el

at
iv

e 
V

al
ue

 s
tr

at
eg

ie
s 

se
ek

 t
o 

m
ak

e 
pr

of
it

s 
by

 a
rb

it
ra

ge
 o

pp
or

tu
ni

ti
es

 b
et

w
ee

n 
tw

o 
re

la
te

d 
se

cu
ri

ti
es

. T
he

se
 a

rb
it

ra
ge

 o
pp

or
tu

ni
ti

es
 m

ig
ht

 c
om

e 
in

 t
he

 w
ay

 
of

 p
ri

ci
ng

 d
is

cr
ep

an
ci

es
 b

et
w

ee
n 

tw
o 

se
cu

ri
ti

es
 o

r 
be

tw
ee

n 
se

cu
ri

ti
es

 a
nd

 d
er

iv
at

iv
e 

in
st

ru
m

en
ts

. E
ve

nt
 D

ri
ve

n 
st

ra
te

gi
es

 in
vo

lv
e 

in
ve

st
in

g 
in

 
op

po
rt

un
it

ie
s 

cr
ea

te
d 

by
 s

ig
ni

fi
ca

nt
 t

ra
ns

ac
ti

on
al

 e
ve

nt
s,

 s
uc

h 
as

 s
pi

no
ff

s,
 m

er
ge

rs
 a

nd
 a

cq
ui

si
ti

on
s,

 b
an

kr
up

tc
y 

re
or

ga
ni

za
ti

on
, r

ec
ap

it
al

iz
at

io
n 

an
d 

sh
ar

e 
bu

yb
ac

ks
. M

an
ag

er
s 

w
ho

 u
se

 s
uc

h 
st

ra
te

gi
es

 m
ay

 in
ve

st
 in

, a
nd

 m
ig

ht
 s

el
l s

ho
rt

, t
he

 s
ec

ur
it

ie
s 

of
 c

om
p

an
ie

s 
w

he
re

 t
he

 s
ec

ur
it

y'
s 

pr
ic

e 
ha

s 
be

en
, 

or
 is

 e
xp

ec
te

d 
to

 b
e,

 a
ff

ec
te

d 
by

 a
 d

is
tr

es
se

d 
si

tu
at

io
n.

 E
q

ui
ty

 H
ed

ge
 s

tr
at

eg
ie

s 
m

ai
nt

ai
n 

po
si

ti
on

s 
bo

th
 lo

ng
 a

nd
 s

ho
rt

  i
n 

pr
im

ar
ily

 e
q

ui
ty

 a
nd

 e
q

ui
ty

 
de

ri
va

ti
ve

 s
ec

ur
it

ie
s.

 I
nv

es
ti

ng
 in

 D
is

tr
es

se
d 

co
m

pa
ni

es
 is

 s
pe

cu
la

ti
ve

 a
nd

 s
ub

je
ct

 t
o 

gr
ea

te
r 

le
ve

ls
 o

f 
cr

ed
it

, i
ss

ue
r 

an
d 

liq
ui

di
ty

 r
is

ks
 a

nd
 t

he
 

re
pa

ym
en

t 
of

 d
ef

au
lt 

ob
lig

at
io

ns
 c

on
ta

in
s 

si
gn

if
ic

an
t 

un
ce

rt
ai

nt
ie

s 
su

ch
 c

om
pa

ni
es

 m
ay

 b
e 

en
ga

ge
d 

in
 r

es
tr

uc
tu

ri
ng

s 
or

 b
an

kr
up

tc
y 

pr
oc

ee
di

ng
s.

 
M

ac
ro

 s
tr

at
eg

ie
s 

ba
se

 t
he

ir
 in

ve
st

m
en

t 
de

ci
si

on
s 

on
 t

he
 a

nt
ic

ip
at

ed
 p

ri
ce

 m
ov

em
en

t 
of

 s
to

ck
 m

ar
ke

ts
, i

nt
er

es
t 

ra
te

s,
 f

or
ei

gn
 e

xc
ha

ng
e,

 a
nd

 p
hy

si
ca

l 
co

m
m

od
it

ie
s.

 T
he

se
 p

ri
ce

 m
ov

em
en

ts
 r

es
ul

t 
fr

om
 m

an
y 

fa
ct

or
s 

in
cl

ud
in

g 
fo

re
ca

st
ed

 s
hi

ft
s 

in
 w

or
ld

 e
co

no
m

ie
s.

 E
xc

ha
ng

e-
tr

ad
ed

 a
nd

 o
ve

r-
th

e-
co

un
te

r 
de

ri
va

ti
ve

s 
ar

e 
of

te
n 

us
ed

 t
o 

m
ag

ni
fy

 t
he

se
 p

ri
ce

 m
ov

em
en

ts
. T

he
 f

ix
ed

 in
co

m
e 

se
cu

ri
ti

es
 u

se
d 

in
 t

he
 s

tr
uc

tu
re

d 
cr

ed
it

 r
el

at
iv

e 
va

lu
e 

st
ra

te
gy

 m
ay

 
in

cl
ud

e 
C

M
B

S
, R

M
B

S
, A

B
S

 C
LO

s 
an

d 
ot

he
r 

de
bt

 s
ec

ur
it

ie
s.

 T
he

y 
ar

e 
su

b
je

ct
 t

o 
se

cu
ri

ty
-s

pe
ci

fi
c 

ri
sk

s 
in

 a
dd

it
io

n 
to

 t
he

 r
is

ks
 a

ss
oc

ia
te

d 
w

it
h 

flu
ct

ua
ti

on
s 

in
 in

te
re

st
 r

at
es

, c
re

di
t/

de
fa

ul
t, 

liq
ui

di
ty

 a
nd

 f
or

ce
d 

de
le

ve
ra

gi
ng

. 

Lo
ng

/s
ho

rt
 c

re
di

t 
st

ra
te

gi
es

 in
ve

st
 in

 t
he

 g
lo

ba
l c

re
di

t 
m

ar
ke

ts
 w

hi
ch

 m
ay

 b
e 

vo
la

ti
le

. T
he

 r
is

ks
 a

ss
oc

ia
te

d 
w

it
h 

th
is

 s
tr

at
eg

y 
in

cl
ud

e 
in

ve
st

m
en

ts
 in

 
de

bt
 s

ec
ur

it
ie

s 
an

d 
th

e 
us

e 
of

 s
ho

rt
 s

el
lin

g 
an

d 
de

ri
va

ti
ve

s.
 

P
ri

va
te

 c
ap

it
al

 in
ve

st
m

en
ts

 a
re

 c
om

pl
ex

, s
pe

cu
la

ti
ve

 in
ve

st
m

en
t 

ve
hi

cl
es

 t
ha

t 
ar

e 
no

t 
ap

pr
op

ri
at

e 
fo

r 
al

l i
nv

es
to

rs
. T

he
 f

un
ds

 u
se

 c
om

pl
ex

 t
ra

di
ng

 
st

ra
te

gi
es

, i
nc

lu
di

ng
 h

ed
gi

ng
 a

nd
 le

ve
ra

gi
ng

 t
hr

ou
gh

 d
er

iv
at

iv
es

 a
nd

 s
ho

rt
 s

el
lin

g 
an

d 
ot

he
r 

ag
gr

es
si

ve
 in

ve
st

m
en

t 
pr

ac
ti

ce
s.

 I
t 

is
 p

os
si

bl
e 

to
 lo

se
 y

ou
r 

en
ti

re
 in

ve
st

m
en

t 
in

ve
st

in
g 

in
 t

he
se

 f
un

ds
. L

ev
er

ag
e 

ca
n 

si
gn

if
ic

an
tly

 in
cr

ea
se

 r
et

ur
n 

po
te

nt
ia

l b
ut

 c
re

at
e 

gr
ea

te
r 

ri
sk

 o
f 

lo
ss

. D
er

iv
at

iv
es

 g
en

er
al

ly
 



ha
ve

 im
pl

ie
d 

le
ve

ra
ge

 w
hi

ch
 c

an
 m

ag
ni

fy
 v

ol
at

ili
ty

 a
nd

  m
ay

 e
nt

ai
l o

th
er

 r
is

ks
 s

uc
h 

as
 m

ar
ke

t, 
in

te
re

st
 r

at
e,

 c
re

di
t, 

co
un

te
rp

ar
ty

 a
nd

 m
an

ag
em

en
t 

ri
sk

s.
 

S
ho

rt
 s

el
lin

g 
in

vo
lv

es
 le

ve
ra

ge
 a

nd
 t

he
or

et
ic

al
ly

 u
nl

im
it

ed
 lo

ss
 p

ot
en

ti
al

 s
in

ce
 t

he
 m

ar
ke

t 
pr

ic
e 

of
 s

ec
ur

it
ie

s 
so

ld
 s

ho
rt

 m
ay

 c
on

ti
nu

ou
sl

y 
in

cr
ea

se
. 

Eq
ui

ty
 s

ec
ur

it
ie

s 
ar

e 
su

b
je

ct
 t

o 
m

ar
ke

t 
ri

sk
 w

hi
ch

 m
ea

ns
 t

he
ir

 v
al

ue
 m

ay
 f

lu
ct

ua
te

 in
 r

es
po

ns
e 

to
 g

en
er

al
 e

co
no

m
ic

 a
nd

 m
ar

ke
t 

co
nd

it
io

ns
, t

he
 

pr
os

pe
ct

s 
of

 in
di

vi
du

al
 c

om
pa

ni
es

, a
nd

 in
du

st
ry

 s
ec

to
rs

. I
nv

es
tm

en
ts

 in
 e

q
ui

ty
 s

ec
ur

it
ie

s 
ar

e 
ge

ne
ra

lly
 m

or
e 

vo
la

ti
le

 t
ha

n 
ot

he
r 

ty
pe

s 
of

 s
ec

ur
it

ie
s.

 
S

m
al

l a
nd

 M
id

-c
ap

 s
to

ck
s 

ar
e 

ge
ne

ra
lly

 m
or

e 
vo

la
ti

le
, s

ub
je

ct
 t

o 
gr

ea
te

r 
ri

sk
s 

an
d 

ar
e 

le
ss

 li
q

ui
d 

th
an

 la
rg

e 
co

m
pa

ny
 s

to
ck

s.
 S

m
al

l-
 a

nd
 m

id
-c

ap
 s

to
ck

s 
ar

e 
ge

ne
ra

lly
 m

or
e 

vo
la

ti
le

, s
ub

je
ct

 t
o 

gr
ea

te
r 

ri
sk

s 
an

d 
ar

e 
le

ss
 li

q
ui

d 
th

an
 la

rg
e 

co
m

pa
ny

 s
to

ck
s.

 G
ro

w
th

 s
to

ck
s 

m
ay

 b
e 

m
or

e 
vo

la
ti

le
 t

ha
n 

ot
he

r 
st

oc
ks

 a
nd

 t
he

re
 is

 n
o 

gu
ar

an
te

e 
gr

ow
th

 w
ill

 b
e 

re
al

iz
ed

. T
he

re
 a

re
 n

o 
gu

ar
an

te
es

 t
ha

t 
va

lu
e 

st
oc

ks
 w

ill
 in

cr
ea

se
 in

 v
al

ue
 o

r 
th

at
 t

he
ir

 in
tr

in
si

c 
va

lu
es

 
w

ill
 e

ve
nt

ua
lly

 b
e 

re
co

gn
iz

ed
 b

y 
th

e 
ov

er
al

l m
ar

ke
t. 

B
ot

h 
gr

ow
th

 a
nd

 v
al

ue
 t

yp
es

 o
f 

in
ve

st
in

g 
te

nd
 t

o 
sh

if
t 

in
 a

nd
 o

ut
 o

f 
fa

vo
r. 

S
ec

to
r 

in
ve

st
in

g 
ca

n 
be

 m
or

e 
vo

la
ti

le
 t

ha
n 

in
ve

st
m

en
ts

 t
ha

t 
ar

e 
br

oa
dl

y 
di

ve
rs

if
ie

d 
ov

er
 n

um
er

ou
s 

se
ct

or
s 

of
 t

he
 e

co
no

m
y 

an
d 

w
ill

 in
cr

ea
se

 a
 

po
rt

fo
lio

’s
 v

ul
ne

ra
bi

lit
y 

to
 a

ny
 s

in
gl

e 
ec

on
om

ic
, p

ol
it

ic
al

, o
r 

re
gu

la
to

ry
 d

ev
el

op
m

en
t 

af
fe

ct
in

g 
th

e 
se

ct
or

. T
hi

s 
ca

n 
re

su
lt 

in
 g

re
at

er
 p

ri
ce

 v
ol

at
ili

ty
. 

In
ve

st
m

en
ts

 in
 f

ix
ed

-i
nc

om
e 

se
cu

ri
ti

es
 a

re
 s

ub
je

ct
 t

o 
in

te
re

st
 r

at
e 

an
d 

cr
ed

it
 r

is
ks

. B
on

d 
pr

ic
es

 f
lu

ct
ua

te
 in

ve
rs

el
y 

to
 c

ha
ng

es
 in

 in
te

re
st

 r
at

es
. 

Th
er

ef
or

e,
 a

 g
en

er
al

 r
is

e 
in

 in
te

re
st

 r
at

es
 c

an
 r

es
ul

t 
in

 t
he

 d
ec

lin
e 

in
 t

he
 b

on
d’

s 
pr

ic
e.

 C
re

di
t 

ri
sk

 is
 t

he
 r

is
k 

th
at

 a
n 

is
su

er
 w

ill
 d

ef
au

lt 
on

 p
ay

m
en

ts
 o

f 
in

te
re

st
 a

nd
 p

ri
nc

ip
al

. H
ig

h 
yi

el
d 

fi
xe

d 
in

co
m

e 
se

cu
ri

ti
es

 a
re

 c
on

si
de

re
d 

sp
ec

ul
at

iv
e,

 in
vo

lv
e 

gr
ea

te
r 

ri
sk

 o
f 

de
fa

ul
t, 

an
d 

te
nd

 t
o 

be
 m

or
e 

vo
la

ti
le

 t
ha

n 
in

ve
st

m
en

t 
gr

ad
e 

fi
xe

d 
in

co
m

e 
se

cu
ri

ti
es

. I
f 

so
ld

 p
ri

or
 t

o 
 m

at
ur

it
y,

 f
ix

ed
 in

co
m

e 
se

cu
ri

ti
es

 a
re

 s
ub

je
ct

 t
o 

m
ar

ke
t 

ri
sk

. A
ll 

fi
xe

d 
in

co
m

e 
in

ve
st

m
en

ts
 

m
ay

 b
e 

w
or

th
 le

ss
 t

ha
n 

th
ei

r 
or

ig
in

al
 c

os
t 

up
on

 r
ed

em
pt

io
n 

or
 m

at
ur

it
y.

 

U
.S

. g
ov

er
nm

en
t 

se
cu

ri
ti

es
 a

re
 b

ac
ke

d 
by

 t
he

 f
ul

l f
ai

th
 a

nd
 c

re
di

t 
of

 t
he

 f
ed

er
al

 g
ov

er
nm

en
t 

as
 t

o 
pa

ym
en

t 
of

 p
ri

nc
ip

al
 a

nd
 in

te
re

st
. U

nl
ik

e 
U

.S
. 

go
ve

rn
m

en
t 

se
cu

ri
ti

es
, a

ge
nc

y 
se

cu
ri

ti
es

 c
ar

ry
 t

he
 im

pl
ic

it
 g

ua
ra

nt
ee

 o
f 

th
e 

U
.S

. g
ov

er
nm

en
t 

bu
t 

ar
e 

no
t 

di
re

ct
 o

bl
ig

at
io

ns
. P

ay
m

en
t 

of
 p

ri
nc

ip
al

 a
nd

 
in

te
re

st
 is

 s
ol

el
y 

th
e 

ob
lig

at
io

n 
of

 t
he

 is
su

er
. I

f 
so

ld
 p

ri
or

 t
o 

m
at

ur
it

y,
 b

ot
h 

ty
pe

s 
of

 d
eb

t 
se

cu
ri

ti
es

 a
re

 s
ub

je
ct

 t
o 

m
ar

ke
t 

ri
sk

. A
lth

ou
gh

 T
re

as
ur

ie
s 

ar
e 

co
ns

id
er

ed
 f

re
e 

fr
om

 c
re

di
t 

ri
sk

 t
he

y 
ar

e 
su

bj
ec

t 
to

 o
th

er
 t

yp
es

 o
f 

ri
sk

s.
 T

he
se

 r
is

ks
 in

cl
ud

e 
in

te
re

st
 r

at
e 

ri
sk

, w
hi

ch
 m

ay
 c

au
se

 t
he

 u
nd

er
ly

in
g 

va
lu

e 
of

 
th

e 
bo

nd
 t

o 
flu

ct
ua

te
. 

M
un

ic
ip

al
 b

on
ds

 o
ff

er
 in

te
re

st
 p

ay
m

en
ts

 e
xe

m
pt

 f
ro

m
 f

ed
er

al
 t

ax
es

, a
nd

 p
ot

en
ti

al
ly

 s
ta

te
 a

nd
 lo

ca
l i

nc
om

e 
ta

xe
s.

 T
he

se
 b

on
ds

 a
re

 s
ub

je
ct

 t
o 

in
te

re
st

 
ra

te
 a

nd
 c

re
di

t/
de

fa
ul

t 
ri

sk
. Q

ua
lit

y 
va

ri
es

 w
id

el
y 

de
pe

nd
in

g 
on

 t
he

 s
pe

ci
fi

c 
is

su
er

. M
un

ic
ip

al
 s

ec
ur

it
ie

s 
m

ay
 a

ls
o 

be
 s

ub
je

ct
 t

o 
th

e 
al

te
rn

at
iv

e 
m

in
im

um
 

ta
x 

an
d 

le
gi

sl
at

iv
e 

an
d 

re
gu

la
to

ry
 r

is
k 

w
hi

ch
 is

 t
he

 r
is

k 
th

at
 a

 c
ha

ng
e 

in
 t

he
 t

ax
 c

od
e 

co
ul

d 
af

fe
ct

 t
he

 v
al

ue
 o

f 
ta

xa
bl

e 
or

 t
ax

-e
xe

m
pt

 in
te

re
st

 in
co

m
e.

 

Tr
ea

su
ry

 I
nf

la
ti

on
-P

ro
te

ct
ed

 S
ec

ur
it

ie
s 

(T
IP

S
) 

ar
e 

su
bj

ec
t 

to
 in

te
re

st
 r

at
e 

ri
sk

, e
sp

ec
ia

lly
 w

he
n 

re
al

 in
te

re
st

 r
at

es
 r

is
e.

 T
hi

s 
m

ay
 c

au
se

 t
he

 u
nd

er
ly

in
g 

va
lu

e 
of

 t
he

 b
on

d 
to

 f
lu

ct
ua

te
 m

or
e 

th
an

 o
th

er
 f

ix
ed

 in
co

m
e 

se
cu

ri
ti

es
. 

M
or

tg
ag

e-
 a

nd
 a

ss
et

-b
ac

ke
d 

se
cu

ri
ti

es
 a

re
 s

ub
je

ct
 t

o 
th

e 
ri

sk
s 

as
so

ci
at

ed
 w

it
h 

de
bt

 s
ec

ur
it

ie
s 

an
d 

to
 p

re
pa

ym
en

t, 
ex

te
ns

io
n 

an
d 

ca
ll 

ri
sk

s.
 C

ha
ng

es
 in

 
pr

ep
ay

m
en

ts
 m

ay
 s

ig
ni

fi
ca

nt
ly

 a
ff

ec
t 

yi
el

d,
 a

ve
ra

ge
 li

fe
 a

nd
 e

xp
ec

te
d 

m
at

ur
it

y.
 E

xt
en

si
on

 r
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