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The general purpose of these rules is to aid in the implementation of the
legislative findings and purpose set forth in Section One, Article One,
Chapter Twelve of the Code, wherein the Board is authorized to develop and
maintain modern systems, consistent with sound financial practices, for the
collection, disbursement, management and investment of public moneys.
The rules of this series implement such legislative intent by prescribing
procedures for the administration of the Consolidated Fund by the Board and
participation in the Consolidated Fund by State agencies (other than pension
funds) and local governments.




fuele Tosla: Administration of the Consolidated Fund.
Tree <of Rule: X lazislacive Inser—rariva Prmcacin
SEENC Board of Investments Acdrass State Capitol Complex
State Capitol Building, Charleston, WV 253053
1 .. ABTRL FTECAL TERR
L. Z2Z2TT o Progcsec Rulsl IncTsasa Decreasa |l Cursams Varwr MTharszsf=aoe
E |
Sstoimecnes Tomzl Coso 5 ) ) z E s
<
! t
Ferscnal Sarrices !
Cuz=snt S¢oensa i
Fepairs and dlrmaraediong
Eouiomens
Cizher
2. xplanaticn of above estimgtas: These rules repeals and replaces the origimal

rules £iled in 1978. It is not anticipated that these rule
the expenditure of any additional funds.

Colectives of these mulss: The general purpose cof these
implementation of the legislative findings and purpose set
Article One, Chapter Twelve of the Code, wherein the Beoard
develop and maintain modern systems, censistent with sound
the collection, disbursement, management and investment of
rules of this series implement such legislative intent by p
for the administration of the Consolidated Fund by the Boar
in the Consclidated Fund by State Agencies (other than pens
governments. i

s will require

rules is teo aid in the
f£orth in Section Cne,

ig authorized to
financial practices, for
public monevs. The
rescribing procedures

d and participation

ion funds) and local




1

= . —

e

w

cC.

lLamazeion of Cverall Teosnrmnic Inmacs oF Drmmesad Suls,

P

Zoonomic [tmact on Stats GoverTmenc.
These proposed rules will continue to allcw the funds oI the
State .to be fully invested and accounted for on g more accurate basis.

—- . — s et s . o: .

ToTnamic Impact on folisical Sukdivisions; Speciiiz Indusc=ias:
o . I

Sgecific gosups <o gltizens.

Thses proposed rules will zllow for the investment of local government

"funds in a separate poel. Thereby, providing for more accountability

for these funds.

IEonomie ImzactT on Clzitensg/Tuiblic an Laxge.
See 44

anracantanive




WEST VIRGINIA ADMINISTRATIVE REGULATIONS
West Virginia State Board of Investments

Chapter 12-6
Series I
{1890)

Subject: Rules for the Administration of the Consclidated
Fund by the West Virginia State Board of

Investments.

TABLE OF CONTENTS

Section 1. General
1.01. Scope
1.02. Authority
1.03., Purpose
1.04. ¥iling Date
1.05. Effective Date
1.06. Repeal of Former Rule

Section 2. Definitions
Section 3. Participation in the Consolidated Fund

3.01., Participation by State Agencies

3.02. Participation by Local Governments
Section 4. Accounting

4,01. Nature of Ownership

4.02. Accounting System

4.03. Trading Gains and Losses

4.04, Distribution of Earnings; Mconthly Statement
Section 5. Investment of Consolidated Fund

5.01. General Investment Policy, Objectives and

Restrictions

5.2, Investment Pools

Section Miscellaneous

.01. Payment of Expenses from Earnings
Reserve for Losses

.03. Bcard Reports
.04. Authorized Financial Institutions and Brokers

A O
o
b
*




FILED IN THE OFFICE OF
THE SECRETARY OF STATE

this pats _An¥ 30, 1990
ADMINISTRATIVE LAW DlVlSION.

WEST VIRGINIA ADMINISTRATIVE REGULATIONS
West Virginia State Beard cof Invesiments

Chapter 12-6
Series I
{1990)

Subject: Rules for the Administration of the Consolidated
Fund by the West Virginia State Board of
Investments.

Section 1. General

1.01. BScope - These rules implement the provisions of
the Code of West Virginia, 1931 as amended, §12-6-1 et seq.
relating to the Consolidated Fund established by §12-6-8(b).

1.02., Authority - West Virginia Code §12-6-5 and
§12-6-8.

1.03. Purpose - The general purpose of these rules is to
aid in the implementation o©f the legisliative findings and
purpose set forth in the West Virginia Code §12-1-1, wherein
the West Virginia State Board of Investments and the Treasurer
are authecrized to develop and maintalin modern systems,
consistent with sound financial practices, for the collection,
disbursement, management and investment of public moneys.
These rules and ragulations implement such legislative intent
by prescribing procedures for the administration of the
Consolidated Fund by the Board and participaticon in the
Consolidated Fund by State agencies (other than pension funds)

and local govermnments.

1.04. Filing Date -
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1.05. Effective Date -

1.06. Repeal of Former Rule - This legislative rule

repeals and replaces West Virginia 113 CSR1 "Rules For the
Administration of the Consolidated Fund by the West Virginia
Beoard of Investments'" filed April 13, 1990 and effective April

13, 1890.

Section 2. Definitions

For purposes 0f these rules, unless a different meaning
¢learly appears from the context:

"Board" means the West Virginia §State Beoard of
Investments;

"Code" means the West Virginia Ccde c¢f 1931, as amended;

"Consolidated Fund" means the investment fund managed by
the Board and established pursuant to the West Virginia Code
§12-6-8;

"Local Government" means and includes a county,
municipality, or any agency, authority, board, commission or
instrumentality of a county or municipality, and regional
councils created pursuant to the provisions cof West Virginia
Code $§8-25-1 et. seg. police officers' pensions and relief
funds and fire fighters' pension and relief funds;

"Local Government Account”™ means the special account feor
the common investment of local government funds within the
Consolidated Fund established pursuant tc West Virginia Code

$§12~6-8(b);
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"Participant”" means all State agencies, local governments
and other entities or individuals investing moneys or assets
with the Consclidated Fund;

"Securities" has the same meaning set forth in West
Virginia Code §12-6-2;

"Select U. §. Government Agency Obligation" means and
includes any evidence ©f indebtedness issued by any Qf the
following: the Government National Mortgage Association
(GNMA), and Resclution Trust Corporation Securities (RTC);

"Treasurer" means the Treasurer cf the State of West
Virginia;

"U. 8. Government Agency Obligaticn™ means and includes
any obligation of any United State government agency
guaranteed as to the payment of both principal and interest,
directly or indirectly, by the United States of America,
including but not limited to the following: the Government
National Mortgage Assoclation (GNMA); the Federal Farm Credit
Bank (FFCR); Federal Land Banks (FLB); the Federal Home Loan
Mortgage Corporation (FHLMC); the Federal National Mortgage
Association (FNMA); Federal Home Loan Banks (FHLB); Federal
Intermediate Credit Banks; Banks For Cooperatives; Tennessee
Valley Authority (TVA); United States Postal Service; Farmers
Home Administration (FHA); Export-Import Bank; Federal
Financing Bank; Student Leoan Marketing Association (SLMA);
Resolution Trust Corporation Securities (RTC); and Veterans

Administration (VA); and
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"U. S. Government Obligations" means and includes any
direct obligation of, or obligaticn guaranteed as to payment
of both principal and interest by, the United States of

America.

Section 3. Participation in the Consclidated Fund

3.01. Participation by State Agencies - The Board of

Investments may allow State agencies to participate in the
Consclidated TFund wupon written requests Dby such State
agencies. The Board of Investments is not required to execute
written request for deposit or withdrawals until the next
business day. Written reguests for deposits or withdrawals
shall state the amount which the agency wishes to make
available for investment, or the amount which it wishes to
withdraw, as the case may be. Such reguests shall also
contain such other .information the Board of Investments
considers necessary. The Board of Investments may reguire
advance notice as determined by the Board for withdrawals of
one million ($1,000,000.00) or more.

3.02. Participation by Local Governments

(a) Local governments may commence participaticn in the
Consolidated Fund by completing and returning to the
Becard of Investments an "account reguest form". The form
of the "account request form" shall be prescribed by the
Becard of Investments, shall require such information as
it considers necessary, and shall be made available to

any local government upon request. The Board of
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Investments shall require each local government to submit
copies of —resclutions, orders or cther proof of
authorization or electicn to participate in the
Cornisolidated Fund. Upon receipt of the account reguest
form and other required information, the Bcard of
Investments shall review and approve the account request
form and if approved, the Board of Investments shall
assign an account number to the local government within
the Local Government Account of the Consclidated Fund.
Local governments which require more than one account may
regquest the establishment of additional accounts as
needed, subject to the discretion of the Board of
Investments.

{b) All notifications of deposit of funds by local
governments into the Local Government Account, shall be
made by a telephcene call to the Board of Investments.
The Board of Investments is not required to execute such
request until the next business day. All telephone
notifications of deposits shall be confirmed in writing
by the local gcvernment and sent by mail on the same day
the notification is made. The Board of Investments shall
prescribe the forms which local governments shall use for
the confirmation of such deposits by mail. All
notifications of withdrawals of funds by the lccal
governments from the Local Government Account shall be
made by written reguest. The Board of Investments shall

prescribe the forms to be used for withdrawals. The time
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constraints for the deposits or withdrawal of funds shall
be made by the Board of Investments. The Bcard of
Investments may require advance nctice as determined by
the Board for withdrawals of one million ($1,000,000.00)
or more. _

(c) All deposits by local governments into the Local
Government Account shall be made by means approved by the
Board. All wired funds transferred by local governments
shall be collected balances availlable for wire transfer
and immediate credit at the Federal Reserve Bank. All
checks accepted by the Beard, shall be credited to the
Local Government Account within twe business days,
following receipt by the Board of Investments.

(d) Withdrawals by local governments from the Leocal
Government Account shall be made by check, Automated
Clearing House, wire transfer, or any other method
approved by the Board, of immediately available funds by
the Board of Investments to the local government's
account in the Consolidated Fund, including the local
government’'s prorata share of the gains and losses
incurred by the Fund. The Board of Investments may
require advance notice as determined by the Board for
withdrawals c<¢f one million dollars ($1,000,000.00) or
mere. Withdrawals of less than one hundred dollars
($100.00) shall be made by check or Automated Clearing

House.
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Section 4. Acccunting

4,.01. Nature of Ownership - Each Participant shall own

an undivided interest in the portfolio of the Consolidated
Fund based on the Participant's prorata ccntribution of assets
at any time. Ownership shall be expressed in terms of units.
Each Participant, by completing and returning an "Account
Reguest Form" to the Board of Investments, has consented to
the methods of sharing gains and losses and all other
accounting methods required or adopted by the Board.

4,02, Acccunting System - The Board of Investments shall

implement an accounting system based on generally-accepted
accounting principals.

4.03. Trading Gains and Losses - The Board of

Investments shall recognize all gains and losses within the
month in which they occur.

4.04. Distribution of Earnings; Menthly Statement - The

Board shall distribute net earnings/losses monthly either by
credit/debkit to the principal account of the Participant or by
means determined by the Board. The cheoice of method of such
distribution shall be at the Board's discretion. The Board of
Investments shall furnish to each Participant a monthly
statement of earnings, deposits and withdrawals for each
account. Monthly statements shall also include an accurate
statement of the yield for the preceding month for the

investment pocl in which the Participant is investing.
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Section 5. Investment of Consolidated Fund

5.01. GCeneral Investment Policies, Cbhiectives and
Restrictions - All investment pools in the

Consclidated Fund shall be individually subject to the

policies, objectives and restricticns set forth herein.

{(a) Purpose - The Board's purpose is to invest and
protect the assets of the Consolidated Fund for the
benefit of the citizens of the State of West Virginia.

(b)Y Standard of Care - All investments are to be made

with the exercise of that degree of judgment and care,
under circumstances then prevailing, which people of
experience, prudence, discretion, and intelligence
exercise in the management of their own affairs, not for
speculation, but for investment, considering the prebable
safety of their capital as well as the probable income to
be derived.

(c) Permissible Investments - The Consolidated Fund

shall comply with West Virginia Code §12-6-39, as amended,
and these rules and regulations, with regard to
permissible investments.

(d) Social Responsibility - To the extent that

investments are consistent with all cther standards
established by the Board, selection of investments should
consider the best interests of the people of the State of
West Virginia.

(&) Custody - The Board shall designate and maintain

custodial arrangements in its sole discretion. However,
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no investment advisor shall malintain custedy o©¢£f£ the
securities of the Consclidated Fund.

(f£) Investment Advisors - The Board may select and

maintain investment advisors whe shall act in accordance
with the terms and conditions specified by the Board and
the applicable regquirements of State and Federal Law.

{g) Investment Objectives - All pools within the

Consclidated Fund, except the single-purpose pools
described in sectieon 5.02(e) below, will be subject to
the investment objectives listed below in descending
order of priority:

(1) Preservation of Capital - To preserve the

capital investment in the Consolidated Fund.

(2) Liguidity - To maintain sufficient liquidity
to provide for all anticipated withdrawals or
transfers and to invest in securities with
sufficient marketability tc provide for unexpected
withdrawals.

(3) Diversification - To diversify the investment

of the assets of the Conscolidated Fund so as to
minimize the risk of large losses.

(4) Turncver - To minimize transaction costs.

(3) Stability - To maintain a high level of
security in the Consolidated Fund by minimizing

risk and velatility inscfar as possible.
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(h)

(6) Rate of Return - To achieve a rate of return

consistent with the rate of return objectives set

by the Bocard.

Investment Restrictions

(1) The Consolidated Fund shall abide by the
investment restrictions of West Virginia Cocde §1l2-
6-10 and as further set forth by the Board.

(2) Not more than 20% of the portfolio of the
Consolidated Fund may be invested in any single
industry sector. (The utility sector shall be
subdivided for the purpose of this restriction
between telephone, electric, gas distribution, and
similar utility industry segments.)

(3) Not more than 3% of the portfolio of the
Consolidated Fund may be invested in the securities
issued by @& single, private corporation or
association.

(&) The Consclidated Fund shall maintain a
reasonable balance between the various classes of
fixed income securities, without over
ccncentration.

(5) The Consclidated Fund shall abide by the

quality restrictions of West Virginia Code §12-6-9.

(6) Investment in financial futures contracts,
options and other similar investments is
prohibited.
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(7) Minimum Amount o©f Investment - The minimum

amount for investment in the Consclidated Fund is
One Hundred Dollars {$100.00). There is no minimum
time for which deposits will be retained.

5.02. Investment Pools - The Consolidated Fundr is

composed of varicus investment pcels, ft is the intent of the
Board that there be separate portfolio guldelines for the
administration of each investment pool in addition to the
policies, objectives and restrictions set forth in Section
5.01 above. The Beoard of Investments shall administer each
investment pool in the Consolidated Fund in accordance with
the rules and regulations and such guidelines as may be
further prescribed by the Board.

(a) Cash Liguidity Pool - This investment pool is

composed of the operating funds of the State. Its
purpose is to provide for the iIinvestment of all surplus
fundes of the State and daily cash needs of the State.
This pool is limited to securities with maturities of not
greater than one hundred eighty (180) days and the
dollar weighted-average-maturity of the securities in the
portfolio may not exceed fifty-nine (5%) days. Also, the
pool must meet all reguirements outlined in the attached
Tables I and II. Due to the presently existing non-
liquid investments contained in the portfolio of this
poocl on the effective date ¢f these rules and
regulations, the current investment portfolio may not be

considered when applying the maximum maturity
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requirements of this subsection and the regquirements

outlined in the attached Table I (items 3 and 5) and

Takle II.

(b) Restricted Pool - This investmentlpool is composed

of Participants whose funds may only be invested in U. S.
Government Cbligations, select U. S. Government Agency
Obligations or repurchase agreements. This pool 1is
limited to maturities of 5.0 years or less and the dollar
welighted average maturity of the securities in the
portfelio may not exceed 2.0 years. 2Alsc, the pool must
meet all regquirements outlined in the attached Table A.
Due to the length of maturity of the securities currently
contained in the portfolio of this pool on the effective
date of these zrules and regulations, the current
portfolio of the pool may not be considered when applying
the maximum maturity reguirements of this subsection.

{c) State Agency Trust Pool - This investment pool 1is

composed of funds held in trust by §State agencies.
Investments in this pool are restricted to investments in
U. 5. Government Obligations, U. S. Government Agency
Chligations c¢r repurchase agreements. This poel is
limited tec maturities of not greater than one hundred
eighty (180) days. The dollar weighted-average-maturity
of the portfclic may not exceed fifty-nine (39) day.
Also, the

pool must meet all regquirements outlined in the attached

Table I and II. Due to the presently existing non-liquid
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investments contained in the portfolio of this pool on
the effec¢tive date of these rules and regulations, the
current investment portfclic may not be considered when
applying the maximum mnaturity reguirements of this

subsection.

(d) Local Government Investment Pccl - This investment

pool is composed of funds invested by local governments.
This pool is limited to maturities of not greater than
one hundred eighty (180) days. The dollar weighted-
average-maturity cof the portfolio may not exceed fifty-
nine (59} days. Also, the pocl must meet all
requirements outlined in the attached Tebles I and II.
Pue to the presently existing non-liguid investments
contained in the portfolio of this pceol on the effective
date of these rules and regulations, the current
investment portfolio may not be considered when applying
the maximum maturity reguirements cof this subsection.

{e) Single Purpose Pools - These investment pools are

designed to meet the needs of individual State agencles.
The Board of Investments shall invest only in the type of
securities identified by the State agency controlling the
pcol, as recommended by the State agency and as necessary
to meet the needs of each individual pool as to type of
security and 1length of maturity, provided that such
investments ccnsist solely of those permitted by these

rules.
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(£) Other Investment Pools - The Board is further

authorized to establish additicnal investment poocls as
the need may arise, provided that within eighteen months
after thelr establishment these rules and regulations are
amended to reflect their existence and appropriate
investment guidelines are established for each pool,
This provision does not apply to any new single purpose
pool established pursuant to Section 5.02(c) of this
rule.

(g) Instructions for Use of Tables - The percentage in

the "Minimum" column are the minimum percentages which
the Becard must maintain in each type of investment
instrument. For example, the 15% figure in Table I, Line
1, means that the Board ¢of Investments must at all times
keep at least 15% of the investment pool invested in U.
S. Government Obligations. If the minimum percentage is
"Q", as in Table I, Line 2, the Bocard of Investments is
not regquired to invest any moneys of the poeol in
securities of that type of Investment.

The percentages in the "Maximum" cclumn are the
maximum percentages of the pocl which may be maintained
in each type of investment instrument. For example, in
Teble T, Line 1, the 100% figure in the "Maximum" column
means that the Board of Investments may keep the entire
pool invested in U. 3. Government cbligatiocons.

If the maximum percentage is "10", as in Table I,

Line 4, this means that the Board of Investments is
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permitted to invest in instruments of that type up to a
maximum of 10% of the pool.

In Table I, the "Code Reference" column refers to
the section of the West Virginlia Code which authorized
the kind of instrument described under the "Instrument"”

column.
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TABLE I

GUIDELINES FOR DIVERSIFICATION

ACCORDING TO KIND OF INVESTMENT INSTRUMENT

Instrument

Code Reference

Minimum Maximum

U. 8. Government
Obligation

U. 5. Agency
Obligation

Corporate bonds, notes
debentures, c¢ommercial
paper, and other evi-
dence of indebtedness

Commercial paper and
other corporate ob-
ligations maturing in
less than one year

Obligations of any
single private
corporation

Fully collateralized
WV certificates of
deposit maturing in
less than one year

Repurchase agreements
Reverse repurchase

agreement

§12-6-9(a)

§12-6-9(b)

§12-6-9(g)
§12-6-10(1)

§12-6-9(q)
§12-6-10(2)

§12-6-10(3)

§12-6-9(h)
§12-6-5(9)

§12-6-5(10)

0%

0%

0%

0%

0%

0%

0%

100%

100%

75%

20%

3%

30%
100%

15%
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TABLE I3

GUIDELINES FOR DIVERSIFICATIQON

ACCORDING TO QUALITY OF CORPORATE DEBT INSTRUMENTS

AUTHORIZED BY TABLE T

Instrument ) Minimum Maximum
1. Corporate bonds and notes rated "AAA" 0% 100%
2. Corporate bonds and notes rated "AA" 0% 50%
3. Corporate bonds and notes rated "A" 0% 30%

4. Commercial paper rated in highest

grade {"P-1" or equivalent) 0% 20%

Any Corpoerate debt instrument that is downgrade following
purchase may be liquidated at the Board of Investments
discretion if such downgrading puts the debt instruments cut

of compliance with Table II.
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1.

TABLE A

GUIDELINES FOR DIVERSIFICATION

ACCORDING TO KIND OF INVESTMENT INSTRUMENT

Instrument

U. §. Government
Obligation

Select U. S. Government
Agency Cbligation
Repurchase agreements
Reverse repurchase

agreements

Cocde Reference Minimum Maximum
§12-6-9(a) 15% 100%
§12-6-9(b) 0% 100%
§12-6-5(9) 0% 75%
§12-6-5(10) 0% 15%
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Section 6. Miscellaneous

6.C1. Payment of Expenses from Earnings - The Board of

Investments shall deduct expenses incurred Iin the
administration of the Consolidated Fund from the gross
earnings of the fund prior to distribution of the earnings
each month. Such fees shall be established by the Board on a
pro rata basis.

6.02. Reserve for Losses - The Board is authorized to

establish, by appropriate accounting method, a reserve for
loan losses. No interest shall be included in earnings
calculations on any loans that are delinguent by sixty days or
meore, or for which the Board's staff determine collection to
be dcubtful.

5.03. Beard Reports - The Board of Investments shall

provide the Board a monthly report reflecting all purchases,
sales, and trades for each investment pool. Also, a copy of
the portfeolio for each investment pocl, reflecting the market
value for each investment, shall be provided to the Board.

6.04. Authorized Financial Institutions and Brokers -

The Board of Investments may not do business with any
financial institution or brokerage firm that has not been
approved by the Board. At ithe first Board meeting of each
fiscal year, the Board's staff shall provide for the Board's
review a cocmplete list of all financial institutions and

brokerage firms currently on the approved list.
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