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(1990)

Subject: . Rules for the Administration of the Consolidated Fund

by the West Virginia State Board cof Investments

Section 1. General
1.01. Scope - These rules implement the provisicns of the

Code of West Virginia, 1931 as amended, §1l2-5-1 et seqg. relating
to the Consolidated Fund established by §12-6-8(b).

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

1.03. PRurpose - The general purpose of these rules is to
aid in the implementation of the legislative findings and
purpose set forth in the West Virginia Code §12-1-1, wherein the
Board and the Treasurer are authorized to develop and maintain
modern systems, consistent with sound financial practices, for
the c¢ollection, disbursement, management and investment of
public moneys. These rules and regulations implement such
legislative intent by prescribing procedures for the
administration of ~the Consclidated Fund by the Beoard and
participation in the Consolidated Fund by state agencies (other

than pension funds) and local governments.




1.C4. Filing Date -

1.05. Effective Date -

1.06. Repeal of Former Rule - This legislative rule

repeals and replaces WV 113 CSR1 "Rules For the Administration
of the Consolidated Fund by the West Virginia Beoard of

Investments" filed March 10, 1984 and effective March 10, 1984.

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 Cede of 1831, as amended;

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

"Local Government” means and includes a county,
municipality, or any agency, authority, becard, commission or
instrumentality of a county or municipality, and regional
councils created pursuant To *the provisions of West Virginia
Code §8-25-1 et. seg. pclice cofficers' pensiocns and relief funds
and fire fighters' pension and relief funds;

"Local Government Account"” means the special account £for
the common investment of local government funds within the
Consolidated Fund established pursuant *to West Virginia Code

§12-6-8(b);




"Participant™ means all state agencies, local governments
and other entities or individuals investing moneys or assets
with the Consclidated Fund;

The term "securities”™ has the same meaning set forth in
West Virginia Code §12-86-2;

"Select U.S. Government Agency Obligaticn” means and
includes any evidence o¢f indebtedness issued by any of the
following: . the Government MNational Mortgage Association
("GNMA™), Federal Home Loan Banks ("FHLB"), Federal Farm Credit
Banks ("FFCB"), and the Federal Land Banks;

"Treasurer" means the Treasurer ¢f the State of West
Virginia;

"U.S. Government Agency Obligation” means and includes any
obligation of any United States gecvernment agency guaranteed as
to +the payment of both principal and interest, directly or
indirectly, by the United States of 2america, including but not
limited tc the following: the GNMA: the FHLE; the FFCB; federal
land banks; the Federal Home Lcocan Mortgage Corporation ("FHLMC")
the Federal Naticnal Mortgage Asgsceciaticn ("FNMA"); federal home
loan banks; federal intermediate credit banks; banks for
cocoperatives; Tennessee Valley Authority; United States Fostal
Service; Farmers Home Administraticon; Export-Import Bank;
Federal Financing Bank; and Student Loan Marketing Asscgiaticn;
and

"J.S. Geovernment Cbligations" means and incliudes any direct
cbligation of, or cbligation 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 Agengies - State agepciesrmay

participate in the Consolidated Fund by making written reguests
te the Treasurer. If a written reguest for deposit or
withdrawal is made after 10:00 a.m. of the business day, the
Treasurer is not reguired to execute such reguests until the
next business day. Written requests for deposits or withdrawals
chall 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 ceontain such other
information the Treasurer considers necessary. The Treasurer
may require twenty-four hours advance notice for withdrawals of
one million ($1,000,000.00} or more.

3.C2. Participaticn by Local Governments

(a) Local governments may cemmence participation in
the Consolidated Fund by ceompleting and returning to the
Treasurer an "aggount reguest form." The form cf the account
request form shall be prescribed by the Treasurer, shall require
such information as he considers necessary, and shall be made
available to any local government upen reguest. The Treasurer
shall reguire each local government to submit copies of
resolutions, orders or other procf of authorization or election
to participate in the Consclidated Fund. Upon receipt of the
account request form and other regquired information, the
Treagurer shéll review and approve the account reguest form and
if approved, the Treasurer shall assign an account number to the

local government within the Local Government Account of the
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Consclidated Fund. Local governments which reguire more than one
account may reguest the estabklishment of additicnal accounts as
needed, subkject to the discretion ¢f the Treasurer.

() All notificaticns of depcsit of funds by local
governments into the Local Government Account, shall be made by
a telephone c¢all to the Treasurer's Office no later than 10:00

a.m. of the business day on which the transaction i1s to be

made. If a telephcone notification o¢f deposit is made after
10:00 "a.m., the Treasurer is neot regquired tec execute such
reguest 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 Treasurer shall prescribe the forms
which local governments shall use for-the confirmation o¢f such
deposits by mail. All notifications of withdrawals of funds by
the local governments from the Local Government Account shall be
made by written request. The Treasurer shall prescribe the
forms to be used for withdrawals.

(c) All deposits by local governments iInto the
Local Government Account shall be made by wire transfer from the
local government's bank te a bank designated by the Treasurer.
All wired funds transferred by 1local governments shall be
collected balances available for wire transfer and immediate
credit at the Federal Reserve B2Eank. All checks shall be
credited to the Logal Government Account within twe Dbusiness
days, follcwing receipt by the Treasurer.

(d} Withdrawals by lecal governments frem the Local

Government Account shall be made by check, Autcmated Clearing
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House or wire transfer of immediately available funds by the
Treasurer to the local government's designated bank. Upen such
transfer, the Treasurer shall debit the local government's
account in the Ceneclidated Fund, including the local
governments prorata share of the gains and losses incurred by
the Fund. The Treasurer may reguire twenty-£four hours advance
notice for withdrawals of one million dollars ($1,000,000.00) or
mcre. Withdrawals of less than one hundred dollars (5100.00)
shall be made by check or Automated Clearing House.

{e) The Treasurer . shall collect a fee, as
determined by the Board, for the investment services belng

provided to local governments.

Secticon 4. Accounting

4.01. Nature of Qwnership - Each Participant shall own an

undivided interest in the pertfolic of the Consclidated Fund
based on the Participant's prerata contributicn of assets at any
time. Ownership shall be expressed in terms of units. One
dollar shall equal one unit of ownership. Tach Participant, by
completing and returning an TAccount Request Form™ to the
Treasurer, has consented to the methods o¢f sharing gains and
losses and all other accounting methods reguired or adopted by
the Board.

4.02. Accounting System - The Treasurer shall implement an

accounting syaten based on generally-accepted accounting
procedures for earnings, deposits and withdrawals of each

Participant in the Consolidated Fund. In ceoenjunction with such
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accounting system, the Treasurer shall adopt procedures which
accurately reflect vields con investments through amcrtization of
premium and accretion of discount over the 1life of thg
investment as determined by investment practices of the
investment —community. That . is ta say, for investments
customarily having vields to the average life of the investment
such as GHNMA mortgage pools, the premium or discount shall be
amortized to the average life. Premium or discount for all
other investments shall be amortized over the life o¢f the
investment.

4.03. Trading Gains and Losses - The Board recognizes that

it is impractical to amortize trading gains and losses over the
life of all securities scold. Therefore, the Treasurer shall
recognize all gains and losses within the month in which they
ocaur.

4.04. Distribution of FEarnings; Monthly Statement - The

Board shall distribute interest monthly either by credit to the
principal account of the Participant or by check. The choice of
methoed of such distribution shall be at the Board's discretion.
The Treasurer shall furnish tc each Participant a monthly
statement of earnings, depcsits and withdrawals for each
account. Monthly statements shall also 1include an accurate
statement of the vyield for the preceding month for the

investment pool in which the Participant is investing.




Secticn 5. Investment ¢f Consgolidated Fund

5.01. General Investment FPeolicies, Cbhijectives and

Restrictions

All investment pools in the Conscolidated Fund shall
be individually subject to the policies, objectives and
raestrictions set forth herein.

(a) Purpose - The Board's purpose is to invest and
protect the assets of the Consclidated Fund for the benefit of
the citizens of. the 8tate of West Virginia and tto preserve
principal and seek the highest investment return consistent with
the fudiciary standards established under State and Federal Law,
the rules and regulations of the State of West Virginia and the
guidelines of the Board.

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

with the exercisgse of that degree of judgment and care, under
circumstances then prevalling, which pecople of experience,
prudence, discretion, and intelligence exercise in the
management of their own affalrs, not for speculation, but for
investment, considering the prokable safety ©f their capital as

well .as the probable Iincome to be derived.

(c) Permigsible Investments - The Consclidated Fund

shall comply with West Virginia Cocde §12-6-89, as amended, and

these rules and regulations, with regard +to permissible
investments.
{(d) Bocial Responsibility - To the extent  that

investments are consistent with all other standards estabkblished
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by the Board, selection of investments should consider the best

interests of the people of the State of West Virginia.

{e) Custedy - The Board shall designate and maintain
custodial arrangements in 1its scle discretion. However, no

investment advisor sghall maintain custody of the securities of
the Consolidated EFund.

(f) Investment Advisors - The Board shall select and

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

(¢) Investment Objectives - All @ pools within the

Consclidated Fund, except the gingle-purpose pools described in
section 5.02({(e}) below, shall be subject teo the investment

objectives listed below in descending order of prioroity:

(1) ZEreservation of . Capital -~ To preserve the
capital investment in the Consolidated 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) Diversificaticn - To diversify the investment of

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

(4) Turnover - Tc minimize transaction costs.

{(5) Btability - To maintain a2 hidgh level of security
in the Consolidated Fund by minimizing risk and

volatility ilnsofar as possible.




(I}

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

consistent with the rate of return cbjectives set by
the Beard.

Investment Restrictions

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

(2) Not meore than 20% of the portfolio of the
Consolidated Fund may be invested 1In any single
industry sector. (The wutility sectcr shall be
subdivided for +the purposes of this restriction
between %telephone, electric, gas distributien, and
gimilar utility industry segments.)

(3} DNot more than 3% of the portfolio of the
Consolidated Fund may be invested in the securities
issued by a single, . private corporation or
association.

(4) The Consclidated Fund shall maintain a
reasonable balance between the various classes of
fixed income securities, without over concentration.
(5) The Consolidated Fund shall abide by the quality
restrictions of West Virginia Code §12-5-9.

(&) Investment in financial futures contracts,
cptions and cther similar investments is prohibited.

(7) Minimum Amcunt of Investment - The minimum

amount for investment in the Conseclidated 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 Pools - The Consolidated Fund is composed

of wvarious inVestment poels. It is the intent of the Becard that
there be separate portfolio guidelines for the administration of
each investment pool in addition te the pelicies, objectives and
regtrictions set forth in Secticn 5.01 above. The Qffice of the
State Treasurer, as staff agency for the Beard, shall administer
each investment pool in the Consolidated Fund in accordance with
the rules and regulations and such guidelineés as may be further
rrescribed by the Board.

(a) Cash TLicuidity Pool - This investment pocol is

composed of the cperating funds of the State. Its purpose is to
provide for the investment of all surplus funds of the State and
to insure that there are sufficient funds availakle to meet the
daily <cash needs of the State. This poeol 1is limited to
securities with maturities cf not greater than one year and the
weighted average maturity of the securities in the portfolic may
net exceed one hundred twenty (120} days. Alsc, the pool must
meet all requirements outlined in the attached Tables I, II, and
ITI. Due "to the presently existing non-liguid investments
contained in the portfolio cof this pool on the effective date of
these rules and regulations, the current Iinvestment portfolic
may not be considered when applying the reguirements outlined in
the attached Tables I, II, and III.

{(b) Restricted Pool - This investment pool is composed

of Participants whose funds may only be invested in U.S.
Government QOkligations, select U.s. Government Agency
Obligations or repurchase agreements. This pocl is limited <o

maturities of not greater than five vears and the weighted
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average maturity of the securities in the portfolic shall net
exceed two vyears. Also, the pccl must meet all reguirements
outlined in the attached Tables A and B. Due to the length of
maturity of the securities currently contained in the portfolio
of +this pool con the effective date of these rules and
regulations, making up the portfolie, the current portfolic of
the pool may not be considered when applying the requirements

outlined in the attached Tabkles A and B.

(c) State Agency Trust Pool - This investment pool 1is
composed of funds held in trust by state agencies. Investments
in this peoel are restricted to investments in U.8. Government

Obligations, U.S8. Govermnment Agency Obligations or repurchase

agreements. This pool is limited to maturities of not greater
than five years. The weighted-average-maturity of the portfelic
may not exceed two vears. Alsc, the peel must meet all

requirements outlined in the attached Tables A and E.

(d) Local Government Investment FPcel - This investment
pool is composed of funds invested by local governments. This
pool is limited to maturities of not greater than one year. The

weighted-average-maturity of +the portfolio may not exceed ons
hundred twenty (120) days. Also, the pool must meet all
requirements outlined in the attached Tables I, II, and III.

(e) Single Purpose Pools - These investment pools are

designed to meet the needs of individual state agencies. The
Office of the State Treasurer, as staff agency for the Board,
shall invest only in the type of securities identified by the
state agency controlling the poeol, as recommended by the state

agency and as necessary to meet the needs ¢f each individual
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pool as to type of security and length of maturity, provided
that such investments consist scolely of those permitted by this
rule.

(£) Other Investment Pools - The Beard 1is further

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

{(¢) Instructicns for Use of Tables - The percentages in

the "Minimum"” column are the minimum percentages which the State
Treasurer must maintain in each type of investment instrument.
For exdmple, the 15% figure in Table I, Line 1, means that the
State Treasurer must at all timeg keep at least 15% of the
investment pool invested in U.S5. Government obligations. If the
minimum percentage is "Q0", as in Takle I, Line 2, the State
Treasurer I1s not regquired to invest any monevs of the pool in
securities of that type of investment.

The percentages in the "Maximum" column are the
maximum percentages of the poel which may be maintained in esach
type of investment instrument. For example, in Table I, Line 1,
the 100% figure in the "Maximum" column means that the State
Treasurer may Xeep the entire pool invested in U.S. Government

cbligations.
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If the maximum percentage is "10", as in Table I, Line
4, this means that the State Treasurer 1s 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 Virginia Code which autherized the kind of

instrument described under the "Instrument” column.
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TABLE I

GUIDELINES FCR DIVERSIZFICATION

ACCORDING TO XIND OF INVESTMENT INSTRUMENT

Instrument _ Cede Reference Minimum Maximum
U.8. Gevernment

obligaticn §12-6-9(a) 15% 100%
U.S. Agency

obligation §12-6-9(b) 0% 100%
Corporate bonds, notes

debentures, commerclal paper

and other evidence of §12-6-9(qg)

indebtedness §12-5-10(1) 0% 75%
Commercial paper and other

corporate okligations

maturing in less than §12-6-3(g)

cne year §12-6-10(2) 0% 20%
Obligations cf &n¥ single

private ccrporation §12~-6-10(3) 0% 3%
Fully ceollateralized WV

certificates of depesit

maturing in less than

one year ; §12-86-9(h) 0% 30%
Repurchase agreements §l12-6-5(9) 0% 75%
Reverse replurchase

agreement _ §12-6-5(10) 0% 15%
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TABLE II

GUIDELINES FOR DIVERSIFICATION

ACCORDING TO QUALITY OF CORPORATE DEBT INSTRUMENTS

AUTHORIZED BY TABLE I

Instrument Minimum Maximum
1. Corporate bonds and notes
rated "AAAM 0% 100%
2. Corporate bonds and notes
rated "AA" 0% S0%
3. Corporate bonds and notes
rated "A" C% 30%

4. Commercial paper rated
in highest grade ("P-1"

or-eguivalent) 0% 20%

Any Ccrpcrate debt instrument that is downgraded following
purchase may be liguidated at the Treasurer's discretion if such
downgrading puts the debt instruments out of compliance with

Table II.
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TABLE I1T

GUIDELINES FOR DIVERSIFICATION

ACCORDING TO INVESTMENT MATURITY

Maturity - Minimum Maximum
Within 91 days 10% 85%

Ninety-two (92) days
up te, through and

including 1 vyear ) 15% . S0%
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TABLE A

GUIDELINES FOR DIVERSIFICATION

ACCORDING TO KIND OF INVESTMENT INSTRUMENT

Instrument ‘Code Reference Minimum Maximum

U.5. Government

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

Adency Obligaticn §1Z2-6-~9(b) 0% 100%
Repurchase agreements §l2-6-~5(9%) C% 75%
Reverse repurchase

agreement §12-6-5(10) 8)4 15%
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ACCORDING TO

IABLE B

INVESTMENT MATURITY

Maturity

Within 91 days
Ninety-two (92) days
up to, through and

including 5 years

Minimum Maximum
- 10% 85%
15% 90%
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Section 6. Miscellaneous

6.01. Payment of Expenses £from Farnings - The Treasurer

shall deduct expenses incurred in the administration of the
Consclidated Fund from the gross earnings of the fund prior to
distributicon of the earnings each month. Such fees sghall be
established by the Board on a pro rata basis.

5.02. Reserve for Losses - The Board is authorized to

establish, by appropriate accocunting method, a reserve for loan
losses. No interest shall be included in earnings calculations
cn any lcans that are delinguent by sixty days or more.

5.03. Board Reports - The 0ffice of the State Treasurer,

as staff agency for the Board, shall provide the Board a monthly
report refledting all purchases, sales, and trades £for each
investment pccl. Also, =a copy of the portfeolio for each
investment pool, reflecting the market value for each
investment, shall be provided to the RBoard.

5.04. Authorized Financial Institutions and Brokers - The

Office of the 8State Treasurer, acting a2s staff agency for the
Board, may not dc business with any £financial institution or
brokerage firm that has not been approved by the Beoard. At the
first Board meeting of each fiscal year, the Treasurer shall
previde for the Board's review a complete list of all financial

institutions and brokerage firms currently on the approved list.

SERIESI/CENS8S10 ..
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