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WEST VIRGINIA ADMINISTRATIVE REGULATIONS
West Virginia State Beard of Investments

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. Scope - These rules implement the provisions of
West Virginia Code §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 of the legislative findings and
purpose set forth in the Westi Virginia Code §12-1-1, wherein
the West Virginia State Board of Investments and the Treasurer
are authorized to develeop and maintain modern systems,
consistent with sound financial practices, for the coilection,
disbursement, management and investment of public moneys.
These rules and regulations implement such legislative intent
by prescribing procedures for the administration of the
Consolidated Fund by the Beard and participation in the
Consclidated Fund by State agencies {other than pension funds)
and lcocal governments.

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 CsSR1 "Rules For the
Administration of the Consolidated Fund by the West Virginia
Board of Investments" filed April 13, 1990 and effective April

13, 1890,

Section 2. Definitions

For purposes ©of these rules, unless a different meaning
clearly appears from the context:

"Board" means the West Virginia State Board of
Investments:

"Code" means the West Virginia Code of 1531, as amended;

"Consolidated Fund" means the investment fund managed by
the Board and established pursuant toc 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, police officers’
pensions and relief funds, fire fighters' pension and relief
funds, and regional councils c¢reated pursuant to the
provisions ocf.West Virginia Code §8-25-1 et. seq.;

"Local Government Account" means the special account for
the common investment cf lccal government funds within the
Consolidated Fund established pursuant to West Virginia Code

§12-6-8(b);
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"Participant” means all State agencies, lecal governments
and other entities or individuals Iinvesting moneys or assets
with the Consolidated Fund;

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

"Select U. 5. Government Agency CObligation" means any
evidence of indebtedness issued by any of the following: the
Government  National _Mortgage  Association (GnMa), and
Resolution Trust Corporation Securities (RTC);

"Treasurer”™ means the Treasurer of the State of West
Virginia;

"U. 8. Government Agency Cbhbligation" 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 Association (GNMA); the Federal Farm Credit
Bank (FFCB); Federal Land Banks (FLE); the Federal Home Loan
Meortgage Corporation {FHLMC); the Federal National Mortgage
Association (FNMA); Federal Home Lecan 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 Lecan 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 cobligation of, or cobligation guaranteed as to payment

of beoth principal and interest by, the United States of

America.

Section 3. Participation in the Consolidated Fund

3.01. Participation by State Agencies - The Board of -

Investments may allow State agencies to participate in the
Consolidated Fund upon written request by such State agencies.
The Board of Invesimenitis is not required to execute a written
request for deposit or withdrawals until the next business
day. Written requests 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 regquests 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 participation in the
Consolidated Fund by completing and returning to the
Board of Investments an "account reguest form". The form”
of the "account reguest form'" shall be prescribed by the
Board of Investments, shall reguire such information as
it considers necessary, and shall be made available to

any local government upon reguest. The Board of
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Investments shall require each local gevernment to submit
copies of resolutions, orders or other proof of
authorization or electicn to participate in the
Consolidated Fund. Upon receipt of the account request
form and other reguired informatibn, the Bcard of
Investments shall review and approve the account reguest
form and i1f approved, the Board of Investments shall
assign an account number to the local government within
the Local Government Account of the Consolidated Fund.
Local governménts which regquire mcre than one account may
reguest the establishment o©f additional accounts as
needed, subject to the discretion of the Board of
Investments.

{(b) All notifications of depcsit o©of funds by local
governments intc the Lecal Government Account, shall be
made by a telephone call to the Board of Investments.
The Board of Investments 1s not regquired to execute such
request until the next business day. All telephone
notificaticns cf deposits shall be confirmed in writing
by the local government 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 local
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
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Board of Investments shall prescribes the time period for
the deposit or withdrawal of £funds. The Board of .
Investments may reguire advance notice as determined by
the Beard for withdrawals of one million ($1,000,000.00)
or more.

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

(d) All withdrawals by local governments from the Local
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 Consclidated Fund, including the local
government's prorata share of the gains and losses
incurred by the Fund. The Boeoard of ZInvestments may
require advance notice as determined by the Board for
withdrawals of one million deollars ($1,000,000.00) or
more. Withdrawals of l1ess than one hundred dollars
($100.00) shall be made by check or through the Automated

Clearing House.
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Section 4. Accounting

4.01. Nature of Ownership - Each Participant shall own

an undivided interest in the portfolioc of the Consclidated
Fund based on the Participant's prorata contribution of assets
at any time. Ownership shall be expressed in terms of units.
Each Participant, by complefing and returning an "Account
Request Form" to the Board of Investments, has consented to
the methods o0f sharing gains and losses and all other
accounting methods required or adopted by the Board.

4.02. Accounting System - The Board of Investments shall

implement an acceunting 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; Monthly Statement - The

Board shall distribute net earnings/losses monthly either by
credit or debit to the principal account of the Participant or
by means determined by the Bocard. The methed of such
distributicn shall be at the Board's discreticn. 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 vield for _the preceding month for the

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

5.01. General Investment Policies, Objectives and
‘ Restrictions - All investment pools in the

Consolidated Fund shall be individually subject to the
policies, objectives and restrictions set forth herein.
(ay Purpese - The Board's purpose 1s to invest and
protect the assets of the Consolidated Fund for .the
benefit of the citizens of the State of West Virginia.

(b) 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 prcbable
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 §12-6-9 and these
rules and regulations, with regard to permissible
investments.

(d) Sccial Responsibility =~ To +the extent that

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

(e) Custody - The Board shall designate and maintain

custodial arrangements in its sole discretion. However,
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no investiment advisor shall maintain custody of the
securities of the Consolidated Fund.

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

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

{g) Investment Objectives -  All pocols within the

Consclidated Fund, except the single-purpose pools
described in Subsection 5.02{e), are subject to the
investment objectives listed below in descending crder of
priority:

(1) Preservation of Capital - To preserve the

capital investment in the Consclidated Fund.

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

withdrawals.

{3) Diversification - To diversify the investment

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

(4) Turnover - To minimize transaction costs.

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

risk and volatility insofar 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 Board.

Investment Restrictions

{1) The Consolidated Fund shall abide by the
investment restrictions of West Virginia Code §12-
6-10 and as further set forth by the Board.

(2) Not more than 20% of the portfolio of the
Conscolidated Fund may pe 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) The Conscolidated Fund shall maintain a

reasconable balance between the variocus c¢lasses of

fixed income securities, without over
concentration.
{(4) The Consolidated Fund shall abide by the

quality restrictions of West Virginia Code §12-6-9.
(5) Investment in financial futures ccontracts,
options and other similar investments is
prohibited.

(6) Minimum Amount of 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.
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5.02. Investment Poels - The Consolidated Fund is

cemposed of various investment pocls. It is the intent of the
Beoard that there be-separate.portfolio guidelines for the
administration of each investment pool in addition to the
policies, objectives and restricticns set forth in Subsecticn
5.01. -~ The Becard of Investments shall administer each
investment pool in the Consolidated Fund in accordance with
the rules and requlations and such guidelines as may be
further prescribed by the Board.

(a) Cash Ligquidity Pool - This investment pocl is

cemposed of the operating funds of the State. Its
purpose is to provide .for the investment of all surplus
funds of the State and daily cash needs of the State.
This pool is limited to securities with maturities ¢f not
greater than one hundred eighty (180) days and the
dollar weighted-average-maturity of the securities in the
portfolioc may not exceed fifty-nine (59) days. Also, the
poel must meet all requirementswoutlined,in Tables I and
ITI of this Rule. Due to the presently existing non- -
liguid investments contained in the portfolio of this
pool - on the effective ~date o¢f these rules and
regulations, the current investment portfolio may not be
considered when applying the maximum maturity
reguirements of this subsection and the regquirements
outlined in Table I (items 3 and 5) and Table II of this

Rule.
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(b) Restricted Pool - This investment pool is composed

of Participants whose funds may only be invested in U. S,
Government Obligations, select U. 5. Government Agency
Chligations or repurchase agreements. . This pool 1is
limited to securities with maturities of 5.0 years or
less and the dollar weighted average maturity of the
securities in the portfolio may not exceed 2.0 years.
Also, the pool must meet all regquirements outlined in
Table A of this Rule. Due to the length of maturity of
the securities currently contained in the portfolio of
this pool on the effective date of these rules and
regulations, the current portfolio of the pool may not be
considered when applyving the maxinum maturity
requirements of this subsection.

(c)y BState Agency Trust Pool - This investment pool is

composed of funds held in trust by State agencies.
Investments in this pool are restricted to investments in
U. 5. Government Obligaticons, U. S. Government Agency
Obligations or xrepurchase agreements. This poel is
limited Lo securities with maturities of not greater than
one hundred eighty (180) days. . The dollar weighted-
average-maturity of the portfolio may not exceed fifty-
nine (59) days. Also, the poocl must meet all
requirements outlined in Tables I and II of this Rule.
Due to the presently existing non-liquid investments
contained in the portfolioc of this pool on the effective

date ©of these rules .and regulations, the current
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investment portfolio may not be censidered when applving
the maximum maturity requirements of this subsection.

(d) Local Government Investment Pool - This investment -

pool is composed of funds invested by local governments.
This pocl is limited to securities with maturities of not
greater than one hundred eighty (180) days. The dollar
waeighted-average-maturity of the portfolio may not exceed
fifty-nine (359) davys. Also, the pocol must meet all
regquirements outlined in Tables I and II of this Rule.
Due to the presently existing non-ligquid iInvestments
contained in the portfolio of this pool on the effective
date of these rules and regulations, the current
investment portfolio may not be considered when applying
the maximum maturity requirements of this subsection.

(e) Single Purpose Pools - These investment pools are

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

rules. . . -

(f) Other Investment Pools --The Board IiIs further

authorized to establish additional investment pools as
the need may arise, provided that within eighteen months

after their establishment these rules and regulations are
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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 Subsection 5.02(c) of this
rule.

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

the "Minimum" column are the minimum percentages which
the Board must maintain in each type of investment
instrument. For example, the 15% figure in Tabkle I, Line
1, means that the Board of Investments must at all times
keep at least 15% of the investment pool invested in
U. 5. Government Obligations. If the minimum percentage
is "0", as in Table I, Line 2, the Board of Investments
is not reguired to invest any moneys of the pocl in
securities of that type of investment.

The percentages in the '"Maximum” column are the
maximum percentages of the pool which may be maintained
in each type cf investment instrument. For example, in
Table I, Line 1, the 100% figure in the "Maximum'" column
means that the Board of Investments may keep the entire
pool invested in U. S. Government obligations.

If the maximum percentage is "1l0", as in Table I,
Line 4, this means that the Beoard o¢f Investments is
permitted to invest in instruments of that type up to a

maximum of 10% of the pocl.
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In Table I, the "Ccde Reference” column refers to
the section of the West Virginia Code which authorized
the kind of instrument described under the "Instrument”

column.
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1.

TABLE T

GUIDELINES FOR DIVERSIFICATION

ACCORDING TO KIND OF INVESTMENT INSTRUMENT

Instrument Code Reference Minimum Maximum

. U. 8. Government

Obligation §12-6-9(a) 0% 100%
U. S. Agency

Obligation §12-56-38(b) 0% 100%
Corporate bonds, notes

debentures, commercial

paper, and cther evi- §12-6-9(q)

dence of indebitedness §12-6-10(1) 0% 75%
Commercial paper and

other corpecrate ob-

ligations maturing in §12-6-9(g)

less than one year §12-6-10(2) 0% 20%
‘Obligations of any

single private

corporation §12-6-10(3) 0% 3%
Fully collateralized

WV certificates of

deposit maturing in

less than one year §12-6-9(h) 0% 30%
Repurchase agreements §12-6-5(%) 0% 100%
Reverse repurchase

agreement §12-6-5(10) 0% 15%
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TABLE T1I —

GUIDELINES FOR DIVERSIFICATION

ACCORDING TQ QUALITY QOF CORPORATE DEBT INSTRUMENTS

AUTHORIZED BY TABLE I

Instrument- : Minimum Maximum

1. Corporate bonds and notes rated "AAA"
2. Corporate bonds and notes rated "aa“
3. Ccrporate bends and notes rated "A"
4, Commercial paper rated in highest

grade ("P-1" or equivalent)

Any Corporate debt instrument that
following purchase may be liguidated at
Investments discretion i1f ~such downgrading

instruments out of compliance with Table II.

0% 100%
0% 50%
0% 30%
0% 20%

is downgraded
the Beard of

puts the debt

Page 17




TABLE A

GUIDELINES FOR DIVERSIFICATION

ACCORDING TQO KIND QF INVESTMENT INSTRUMENT

Maximum

Instrument - Code Reference Minimum

1. U. 8. Government

Cbligation , §12-6-9(a)
2. Select U. 3. Government

Agency Obligation §12-6-9(b)
3. Repurchase agreements $12-6-5(9)
4. Reverse repurchase .

agreements §12-6-5(10)

15%

0%
0%

0%

100%

100%
75%

15%
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Secticn 6. Miscellaneous

6.01. Payment of Expenses from Earnings - The Board of

Investments shall deduct expenses incurred in 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. Regerve 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 leoans that are delinguent by sixty days or
more, or for which the Board's staff determine collection‘to

be doubtful.

6.03. Becard Reports - The Board of Investments staff

shall provide Beoard members a monthly report reflecting all
purchases, sales, and trades for each investment pool. Also,
a copy of the portfolic for each investment pool, reflecting

the market value for each investment, shall ke provided to the

Board.

6.04. Authorized Financial Institutions and Brokers -

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

brokerage firms currently on the approved list.
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113CSR1

TITLE 113
LEGISLATIVE RULE
BOARD OF INVESTMENTS

SERIES 1 :
ADMINISTRATION OF THE CONSOLIDATED FUND
BY THE WEST VIRGINIA STATE BOARD OF INVESTMENTS

$113-1-1. General.

1.1. Scope. - These rules implement the
provisions of W. Va. Code §12-6-1 et seq.
relating to the Consolidated Fund established by
W. Va. Code §12-6-8(b).

1.2. Authority. -~ W. Va. Code §§12-6-5
and 12-6-8.

1.3. Filing Date. — April 14,1992
1.4. Effective Date, — April 14,1992

1.5. Purpose. - The general purpose of
these rules is to aid in the implementation of the
legislative findings and purpose set forth in the
W. Va. Code §12-1-1, wherein the West Virginia
State Board of Investments and the Treasurer
are authorized to develop and maintain modern
systems, consistent with sound {financial
practices, for the collection, disbursement,
management and investment of public moneys.
These rules and regulations 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.

§113-1-2, Definitions.
For purposes of these rules, unless a

different meaning clearly appesrs from the

context:

2.1. "Board" means the West Virginia State
Board of Investments;

2.2, "Code" means the West Virginia Code
of 1931, as amended;

2.3. "Consolidated Fund" means the
investment fund managed by the Board and
established pursuant to W, Va. Code §12-6-8;

2.4, "Local Government” means and
includes a courty, municipality, or any agency,
authority, board, commission or instrumentality
of a county or municipalify, police officers'
pensions and relief furds, fire Sghters’ pension
and relief funds, and regional councils created
pursuant to the provisions of W, Va, Code
$8-25-1 et. seq.;

2.5. "Local Government Account” means
the special account for the common investment
of loeal government funds within the
Consolidated Fund established pursuant to W.
Va. Code §12-6-8(b);

2.6, "Participant” means all State agencies,
local governments and other entities or
individuals investing moneys or assets with the
Consolidated Fund;

2.7. "Securities” has the same meaning set
forth in W, Va, Code $12-6-2;

2.8. "Select U. 8. Government Agency
Obligation™ means any evidence of indebtedness
issued by any of the following: the Government
National Mortgage Association (GINMA), and
Resolution Trust Corporation Securities (RTQ);

2.9. "Treasurer” means the Treasurer of the
State of West Virginia;

2.10. "U. 8. Government Agency
Obligation" 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 Americs, including but not




113CSR1

limited to the following: the Government
National Mortgage Association (GNMA); the
Federal Farm Credit Bank (FFCB); Federal
Land Banks (FLB); the Federal Home Loan
Mortgage Corporation (FHLMC); the Federal
National Mortgage Association (FNMA);
Federal Home I.oan 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 Loan
Marketing Association (SLMA); Resolution
Trust Corporation Securities (RTC); and
Veterans Administration (VA); and

2.11. "U. 8. Government Obligations"
means and includes any direct obligation of, or
‘obligation guaranteed as to payment of both
principal and interest by, the United States of
America.

$113-1-3, Participation in the Consolidated
Fund.

8.1. Participation by State Agencies - The
Board of Investments may allow State agencies
to participate in the Consolidated Fund upon
written request by such State agencies. The
Board of Investments is not required to execute
a written request for deposit or withdrawals
until the next business day. Written requeats
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
requests shall also contain such other
information the Board of Investments considers
necessary. The Board of Investments may
require advance notice as determined by the
Board for withdrawals of one million
($1,000,000.00) or more.

3.2. Participation by Local Governments

3.2.1. Local governments may
commence participation in the Consolidated
Fund by completing and returning to the Board
of Investments an "account request form", The
form of the "sccount request form" shall be
prescribed by the Board of Investments, shall

require such information as it considers
necessary, and shall be made available to any
local government upon request. The Board of
Investments shall require each local
government to submit coples of resolutions,
orders or other proof of authorization or election
to participate in the Consolidated Fund, Upon
receipt of the account request form and other
required information, the Board of Investments
shall review and approve the account request
form and if approved, the Board of Investments
ghall agsign an account number to the local
government within the Local Government
Account of the Consclidated Fund. Local
governments which require more then one
account may request the establishment of
additional accounts as needed, subject to the
discretion of the Board of Investmenta.

3.2.2. All notifications of deposit of
funds by local governments into the Local
Government Account, shall be made by a
telephone 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 government
and sent by mail on the same day the
notification is made. The Board of Investments
shall prescribe the forms which loeal
governments shall use for the confirmation of
such deposits by mail, All notifications of
withdrawals of funds by the loeal governments
from the Local Government Account shall be
made by written request. The Board of
Investments shall prescribe the forms to be used
for withdrawals, The Board of Investments
shall prescribe the time period for the deposit or
withdrawal of funds. The Board of Investments
may require advance notice as determined by
the Board for withdrawals of one million
($1,000,000.00) or more.

3.2.3, All deposits by local governments
intoc the Local Government Account shall be
made by means approved by the Board. All
wired funds transferred by local governments
shall be collected balances available for wire
transfer and immediate c¢redit at the Federal
Reserve Bank. All checks accepted by the
Board, shall be credited to the Loeal
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Government Account within two business days,
following receipt by the Board of Investments,

3.2.4. All withdrawals by local
governments from the Local 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 pro rata 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 of one
million dollars ($1,000,600.00) or more,
Withdrawals of less than one hundred dollars
($100.00) shall be made by check or through the
Automated Clearing House.

§113-1-4. Accounting

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

4.2. Accounting System - The Board of
Investments shall implement an accounting
system based on generally-zcespted accounting

principals.

4.3. Trading Gains and Losses - The Board
of Investments shall recognize eIl gaing and
losses within the month in which they oceur.

4.4, Distribution of Earnings; Monthly
Statement - The Board shall distribute net
earnings/losses monthly either by credit or debit
to the principal account of the Participant or by
means determined by the Board. The 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 alzo include
an accurate statement of the yield for the
preceding month for the investment pool in
which the Participant is investing.

§113-1-5, Investment of Consolidated Fund

5.1, General Investment Policies,
Objectives and Restrictions - All investment
pools in the Consolidated Fund shall be
individually subject to the policies, objectives
and restrictions set forth herein.

5.1.1. 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,

5.1.2, Standard of Care - All
investments are to be made with the exercise of
that degree of judgment and care, under
circumsiances 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 probable safety of
their capital as well as the probable income to be
derived.

5.1.3. Permissible Investments - The
Congolidated Fund shall comply with W, Va.
Code $12-6-9 and these rules and regulations,
with regard to permisaible investments,

5.1.4. Social Responsibility - To the
extent that investments are consistent with all
other standards established by the Board,
selection of investments should consider the best
interests of the people of the State of West

Virginia.

51.5, Custedy - The Board shall
designate and maintsin custedial arrangements
in its sole discretion. However, no investment
advisor shall maintain custody of the securities
of the Consolidated Fund.

5.1.8. Investment Advisors - The Board
may select and maintain investment advisors
who shall act in accordance with the terms and
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conditions specified by the Board and the
applicable requirements of State and Federal
Law.

5.1.7. Investment Objectives - All pools
within the Consolidated Fund, except the
single-purpose pools described in Subsection
5.2.5, are subject to the investment objectives
listed below in descending order of priority:

5.1.7.a. Preservation of Capital - To
preserve the capital investment in the
Consolidated Fund.

5.1.7.b. Liquidity - To maintain
sufficient liquidity to provide for all anticipated
withdrawals or transfers and to invest in
securities with sufficient marketability to
provide for unexpected withdrawals.

5.1.7.c. Diversification - To
diversify the investment of the assets of the
Consolidated Fund 3o as to minimize the rizk of
large losses.

5.1.7d. Turnover - To minimize

transaction costs,

5.1.7.e. Stability - To malntain a
high level of security in the Consolidated Fund
by minimizing risk and volatility inscfar as
possible.

5.1.7.f. Rate of Return - To achisvea
rate of return consistent with the rate of return
objectives set by the Board.

5.1.8. Investment Restrictions

5.1.8.a. The Consolidated Fund
shall abide by the investment restrictions of W.
Va. Code §12-6-10 and as further set forth by
the Board.

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

5.1.8.c. The Consgolidated Fund
shall maintain a reasonable balance between
the various classes of fixed income securities,
without over concentration.

5.1.8d. The Consolidated Fund
shall abide by the quality restrictions of W. Va,
Code §12-8-9.

5.1.8.e. Investment in financial
futures contracts, options and other similar
investments is prohibited.

5.1.8.f. Minimum Amount of
Invesiment - The minimum amount for
investment in the Consolidated Fund is One
Hundred Dollars ($100.00), There is no
minfmum time for which deposits will be
retained.

5.2. Investment Pools - The Consolidated
Fund is composed of various investment pools,
It is the intent of the Board that there be
separate  portfolio guidelines for the
administration of each investment pool in
addition to the policies, objectives and
restrictions set forth in Subsection 5.1. The
Board 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.

5.2.1. Cash Liquidity Pool - This
investment pool is composed of the operating
funds of the State. Its purpose is to provide for
the investment of all surplus funds 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 portfolic may not exceed
fifty-nine (59) days. Also, the pool must meet all
requirements outlined in Tables I and II of this
Rule. Due to the presently existing non-liquid
investments contained in the portfolio of this
pool on the effective date of these rules and
regulations, the current investment portfolio
may not be considered when applying the
maximum maturity requirements of this
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subsection and the requirements outlined in
Table I (items 3 and 5) and Table [ of this Rule,

5.2.2. Restricted Poo!l - This investment
pool is composed of Participants whose funds
may only be invested in U. 8. Government
Obligations, select U. 8. Government Agency
Obhgat:tons or repurchase agreements. This
pool is limited to securities with maturities of
5.0 years or less and the dollar weighted average
maturity of the securities in the portfolio may
not exceed 2.0 years. Also, the pool must meet
all requirements outlined in Table A of this
Rule. Due to the length of maturity of the
securities currently contained in the portfolio of
this pool on the effective date of these rules and
regulations, the current portfolio of the pool may
not be considered when applying the maximum
maturity requirements of this subsection.

5.2.3. State Agency Trust Pool - This
investment pool is composed of funds held in
trust by State agencies. Investments in this pool
are restricted to Investments in U, 8,
Government Obligations, U. S. Government
Agency Obligations or repurchase agreements.
This pool is limited to securities with maturities
of not greater than one hundred eighty (180)
days. The dollar weighted- average-maturity of
the portfolio may not exceed fifty- nine (59) days.
Also, the pool must meet all requirements
outlined in Tables I and I of this Rule. Due to
the presently existing non-liquid investments
contained in the portfolio of this pool on the
effective date of these rules and regulations, the
current investment portfolico may not be
considered when applying the maximum
maturity requirements of this subsection.

5.2.4. Local Government Investment
Pool - This investment pool is composed of funds
invested by local governments. This pool is
limited to securities with maturities of not
greater than one hundred eighty (180) days. The
dollar  weighted-average-maturity of the
portfolio may not exceed fifty-nine (59) days.
Also, the pool must meet all requirements
outlined in Tables I and II of this Rule, Due to
the presently existing non-liquid investments
contained in the portfolio of this pool on the
effective date of these rules and regulations, the

current investment portfolic may not be
considered when applving the maximum
maturity requirements of this subsection.

5.2.5. BSingle Purpose Pools - These
investment pools are designed to meet the needs
of individual State agencies. The Board of
Investments shall invest only in the type of
securities identified hy the State agency
controlling the pool, as recommended by the
State agency and as necessary to meet the needs
of each individual pool as to type of security and
length of maturity, provided that such
investments consist solely of those permitted by
these rules,

5.2.6. Other Investment Pools - The
Board is further authorized to establish
additional investment pools as the need may
arise, provided that within eighifeen months
after their establishment these rules and
regulations are amended fo reflect their
existence and  appropriate  invesiment
guidelines are established for each pool. This
provision does not apply to any new single
purpose pool established pursuant to Subsection
5.2.3 of this rule.

5.2.7. Instructions for Use of Tables -
The percentage in the "Minimum" column are
the minimum percentages which the Board must
maintain in each type of investment ingtrument.
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. Ifthe
minimum percentage is "0", as in Table I, Line
2, the Board of Investments is not required to
invest any moneys of the pool in securities of
that type of investment,

The percentages in the "Maximum"
column are the maximum percentages of the
pool which may be maintained in each type of
investment instrument. For example, in Table
I, Line 1, the 100% figure in the "Maximom"
column means that the Board of Investments
may keep the entire pool invested in U, S.
Government obligations.
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If the maximum percentage ig 10", ag in
Table I, Line 4, this means that the Board of
Investments is permitted fo invest in
ingtruments 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 W. Va. Code which
authorized the kind of instrument described
under the "Instrument” eolumn.

§113-1-6. Miscellaneous

6.1, Payment of Expenses from Earnings -
The Board of Investments shall deduct expenses
Incurred in the administration of the
Consolidated Fund from the gross earnings of
the fund prier to distribution of the earnings
each month, Such fees shall be established by
the Board on a pro rata basis,

6.2. Reserve for Losses - The Board is
authorized to establish, by appropriate
aceounting method, a reserve for loan losses. No
interest shall be included in earnings
calculations on any loans that are delinquent by
sixty days or more, or for which the Board’s staff
determine collection to be doubtful,

6.3. Board Reports - The Board of
Investments staff shall provide Board members
a monthly report reflecting all purchases, sales,
and trades for each investment pool. Also, a
copy of the portfolio for each investment pool,
reflecting the market value for each investment,
shall be provided to the Board.

6.4. 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 the first Board meeting of each
fiscal year, the Board's staff shall provide for the
Board's review a complete list of all financial
institutions and brokerage firms currently on
the approved list.
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U. 8. Government
Obligation

U. 8. Agency
Obligation

Corporate bonds, notes
debentures, commerecial
paper, and other evi-
dence of indebiedness

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

113CSR1

Code Reference Minimpm

$12-6-9(a)

$12-6-9(b)

$12-6-9(g)
§12-8-10(1)

§12-6-9(g)
$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%

g R

0%

Maximym

100%

100%

5%

20%

3%

30%

160%

15%
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TABLETI
DEL IFT N
A RDING T AL E POT DEBT IN. MENT
ZEDBY
Ingtrument Minimum Maximpym
Corporate bonds and notes rated "AAA" 0% 100%
Corporate bonds and notes rated "AA" 0% 50%
Corporate bonds and notes rated "A" 0% 30%
Commercial paper rated in highest
grade ("P-1" or equivalent) 0% 20%

Any Corporate debt instrument that is downgraded following purchase may be liquidated at the

Board of Investments discretion if such downgrading puts the debt instruments out of compliance with

Table II.
TABLE A
GUIDELINES FOR DIVERSIFICATION
ACCORDING TO XIND OF INVESTMENT INSTRUMENT

Ingtrument Code Reference Minimym Maximum
1. U.S.Government

Obligation 12-6-9(a) 15% 100%
2. Select U. S. Government

Agency Obligation 12-8-3{b} 0% 100%

Repurchase agreements 12-6-5(9) 0% 5%
4, Reverse repurchase

agreements 12-6-5(10) 0% 15%
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3 {By . ,,Dﬁleg;tg_urubb — . ) )
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10 A BILL to amend and Teenact section three, article seven, chapter

11 sixty-four ¢f the code of West Virginia, one thousand nine
12 - ___hundred thirty-one, as amended, relating to authorizing the
13 state board of investments tc promulgate legislative rules
14 relating to the administrétion éf,the consclidated fund by
15 . .. the board. . S - : A

16 Be it enacted by the Legislature of West Virginia:

17 That secticn three, article seven, chapter sixty-four cof the
13 code of West Virginia, one thousand nine hundred thirty-one, as
15. . amended, be amended and Yéeeracted, to read as follows:

20  ARTICLE 7. AUTHORIZATICN FOR DEPARTMENT OF TAX AND REVENUE TQ
21 . .._PROMULGATE LEGISLATIVE RULES.

22 §64-7-3. Board of investments.

23 -(a) The legislative rules filed in the state register on the

24 third day of January, one thousand nine hundred eighty-four,




15

17

18

19

20

21

22

23

24

25

relating to the state board of invgstments)(selecfipn of state
depositories for disbursement accounts through competitive
bidding), are authorized.

(b} The legislative rules f£filed in the Sstate register on the
third day ¢f January, one thousand nine hundred eighty-four,
relating ko the state board of investments (administraticen o¢f the
ceonsclidated fund), are authorized.

. {c) The legislative rules filed in the state register cn the
ninth day of January, one thousand nine hundred ninety, modified
by the state bhoard of Investments to meet the objesctions of the

legislative rule-making review committee and refiled in the state

-register on the tweniy-fourth day of January, one thousand nine

hundred ninesty, relating toc the state board cf investments
{adninistraticn of the consolidated fund), are authorized.

(4d) The legislative rules filed in the state register on the
ninth day of January, one thcusand nine hundred ninety, modified
by the state board of,investmehts to meet the objections of the
legislative rule4making"réviEW’cﬁﬁﬁittéé"aﬁd’réfiled in the state
ragister c¢n the twenty-fourth day of Jaﬁuary, one thousand nine
hundred ninety, relating to the state board of investments

{administration of +the conseclidated pension fund), are

autherized. _ _ Ll S —

(e} The legislative rules filed in the state register on the
thirtieth day of November, one thousand nine hundred ninety,
modified by the state board of investments to meet the cbiections




of the legislative rule-making review committee and refiled in

the state ragister on the seventpenth dav of May, one thousand

nine hundrasd ninetv-cne, relating *to the state board of

investments f(administration of the consplidated Ffund bv the West

Virginia state board of investments are authorized.

NOTE: The purpose of this bill is to authorize the State
Board of Investments to promulgate legislative rules relating to
the administration of the Consclidated Fund by the Board.

Strike-threoughs indicate language that would be stricken from
the present law, and underscoring indicates new language that

. would be added.




