WEST VIRGINIA LEGISLATURE
Legislative Rule-Making Review Commitice

COCHATAMEN
RGBERT M, BTERTOE
STATE BENATE
126 EAST BURKE STREEYT
MARTINSBURG 25401

BTAFF
LEGISLATIVE SERVICES
E-132 STATE CAPITOL
CHARLESTON 2B30%
PHONE (304) 348.2040

WiLLIAM E, SHINGLETON
House ofF DELEGATES
Box 1348

FAIRMONT 26554

May 9, 1979

Hon. A. James Manchin
Secretary of State

W-151 State Capitol

Charleston, West Virginia 25305

Dear Mr. Manchin:

This is notification of approval of rules and regulations in
accordance with Section 11, Article 3, Chapter 29A of the West Virginia
Code.

On May 7, 1979, the Legislative Rule-Making Review Committee
approved regulations submitted by the Medical Licensing Board on
physicians assistants and on mobile intensive care paramedics; by the

of Investments on admigi i idated fund; e
State Board o xaminers of Land Surveyors; by the Department of
“Employment Security on secrecy of tax information; by the Department of
Agriculture on equine infectious anemia and restricted use pesticides; and
by the Water Development Authority on amended requirements governing -
disbursement of loans and grants to governmental agencies for the
acquisition or construction of water development projects.

Two sets of regulations were withdrawn by the submitting agencies.
These regulations were the Department of Mines' regulations concerning
standards for coal mine underground electricians and the Board of
Investments' regulations concerning selection of state depositories for
demand deposits through competitive bidding.

A copy of the approved regulations’ and the withdrawn regulations is - ==
attached. o -

Very truly yours,

ottt 7. Sopiter

ot Robeft M. Steptoe
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The Honorable A, James Manchin
Secretary of State

State Capitol

Charleston, West Virginia 25305

Dear Mr. Manchin:

Enclosed herewith are three copies of proposed rules
of the West Virginia State Board of Investments designated
Series I of Chapter 12-6, for filing in accordance with
the Administrative Procedures Act. Also enclosed for filing
is a notice of public hearing on the proposed rules. Pur-"
suant to West Virginia Code 29a-3-14, the Board has found
that an emergency exists and that the proposed rules should
be put into effect immediately as temporary rules. Therefore,
in accordance with said Code 29A-3-14, we are also enclosing
a statement of the facts and circumstances constituting the

emergency. | .
Very -truly yours,
FILED IN THE GFFICE OF . _
SECRETARY O SIATEOF. . / -
WEST YIRGINIA A S~ _

Larrie Bailey

State Treasurer
TH!S DAT Executive Secretar
; ; West Virginia State Board

of Investments
LB:LF-

Enclosures_

¢c: The Honorable John D. Rockefeller IV
Governor, w/ attachments

The Honorable Glen B. Gainer, Jr.
Auditor, w/ attachments
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WEST VIRGINIA STATE BOARD.OF INVESTMENTS
NOTICE OF FILING OF TEMPORARY RULES awp 'HIS Bar _ '
STATEMENT OF FACTS CONSTITUTING THE EMERGENCY M
| . October 13, 1978

Pursaunt to the provisions of Chater 29a, Article 3, 7
Section 14 of the West virginia Code 6f'1931, as amended, ;;-T-“;
~ the West Virginia State Board of investments hereby filesr'
the attached Administrative Rules designated as Chapter 12-86,
Series I, 1978, and declares said rules effective immediately;-J

The facts and circumstances constituting the emergency
are as follows: House Blll No. 1321, enacted at the 1978
Regular'Sessipn of the west Virginia Legislature, established
a consolidated fund forfthe investmaent of state funds (as
defined in the bill) and for the investment of local govern-—
ment funds made available to the Board. House Bill No. 1321
requires that said state and local government funds be
deposited in the consolidated fund for 1nvestment. The
Board has prepared the attached rules for the ooerationkof the
consolldated fund and is prepared to commence operation of the
fund on October 16, 1978.

Because of the time periods which necessarily elapse in
following the Administrative Procedures Act, said rules will
not hecome permanently effective for as long as six months.
The Board finds that to delay the operation of the consolidated fund
for that length of time will deprive the state of'iarge sums of
money and the increased rate of return £hat may be achieved by

consolidation of investment funds. The Board further believes
| FILED IN THE QFFICE OF
SEGRETARYUFSTATEQF
WEST YIRGINIA

THIS mm



that thé Legislature, in said biii, intended that the consoli-

. dated fund be implemented as soon as possible. Therefore, in
order that the attached rules will be in effect for the
immediate commencement of operation of the consolidated_fund;-}
it is necessary to pléée said ruleé into effect immediately under

the provisions allowing the filing of temporary rules.
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SubPject: Rules for the Administration of the Consolidated Ff
by the West Virginia State Board of Investments,

Section 1. General
1.01. Scope - These rules imélement the prd&isiohs of "'A-- :
‘article six, chapter twelve of the code of West Virginia, 1931, |
as amended, relating to the Consolidated Fund established bf
subsection (b), section eight of said articie. ) |
1.02. Authority - Tﬁese rules aré'iSSued undér the au-
thority of said article six, chapter twelve,.particularly
lsection five, whicﬁ aufhorizés thé,boérd to promulgatejrules'
and regnlations‘for the management and conduét of itsraffairs,
and section eight, which authorizes the board to establish
rules and regulations for the administration of the various
funds and accounts established by said section eight.
1.03. Purpose ~ The general purpose of these ru1e$ is to
aid in the implementation of the legislative findings and pur-
pose set forth in section oné, article one, chapter twelve of
the code, wherein the board and the treasurer are authorized to
develop and maintain modern systems, consistent with sound fi-
nancial practices, for the collection, disbursement,rmanagemeﬁt
- and investment of public moneys. The rules in this series im-—
plenment such legislétive intent by prescribing procedures gov-

erning participation in, and administration of, the Consolidated

Page 1




Adm. Rules 12-6 S | Sec. 2.01 .

Fund to be administered by the board, for the purpose of enabling
state agencies (other than pension funds) and local governments to

- maximize the return on their investments.

Section 2. Definitions

2.01. Definitions - For purposes of these rules, unless a

different meaning clearly appears from the context:

"Board" means thé West Virginia state board of investments;‘_

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

_ Fcénsolidated Fund" means the investment fund managed by .
the board and established pursuant to subsectlon (b), sectlonr
eight, artlcle six, chapter twelve of the code,

"Local government” means and includes a county, municipality,
-county board of education, and other politicél subdivision of the
state; o |

"Local government account” means the special account for the |
common investment of local government.funds within the Con-
solidatéd Fund established pursuant to subéection {b), section
eight, article six, chapter twelve of the code;

"Pension funds" means and_includes thé workmen's compensatioﬁ
fund; the state teachers' retireﬁent system funds; the death dis-
ab;lity and retirement fund for members of the department of
public safety; the public employees® retirement system funds; tﬁe

- judges’' retirement fund; and other retirement or pension funds
and systems established on behalf of public employees of the state
or of its political subdivisions and administered by the state;

”Securities“ means all bonds, notes, debentures or other
evidences of indebtedness; and

"Treasurer” means the treasurer of the state of West Virginia.




' rdm. Rules 12-6 _

Section 3. Commencement of Operation

3.01l. Commencement Date - The Consolldated Fund shall com—

mance operation as an investment pool on October 16 1978 As

. of that date the assets of the various state agencies (other

than pension funds) which had theretofore been made ava;lable_éB:’
the board for investment shéll_be transferred to the Consolidated;
Fund. The Consolidated Fund shall also thereéfter be open for
participation by local governments. After fhe'éommencement of 7 Y
operation of the Consolidated Fund as an investment pool, deposxts

into and withdrawals therefrom shall be governed by article 51x,‘
chépter twelve of the code and by these rules.

3.02. Valuatlon of Assets Transferred to The Consolidated

Fund ~ The board recognlzes that the various state agenc1es (other

than pension funds) whose moneys heretofore have been invested by
_the board may not desire or be able to reduce all of their in-
vested assets to cash as of October 16, 1978. More typically,

- the assets trénsferred oﬁ.that date into the Consolidated Fund

will consist of securities and any accrued interest or.other.
accrued ihcome associated with said securities. The board further
reéognizes that market value; i.e., the actual dollars being con-
tributed to the podl on the commencement date, is the only fair
method of valuation of such assets. Acc&rdingly, each asset traﬁs—j‘
ferred into the Consolidated Fund on October 16, 1978, shall be
valued at its market value as of the close of the last business day
immediately preceding October 16, 1978. The market value of each
class of security and for accruéd interest shall be determined as

follows:




‘Adm. Rules 12-6 | - Sec. 3.03
‘Series I _ :

(1) U. S. Government obligations, U. &. Government agency
obligations and obligations of the Federal National Mortgage
Association, shall be valued at the closing offered price gquoted

in Tha Wall Strast Journal for the previous business day;

{(2) Corporate bonds and notes, and general obligation.bonds_-
of states and political subdivisions shall be valued at that per-
centage of par value, plusraccrued interest, which is the average
of the offered prices quoted by three dealers in such secufities
who are nationally recognized as market makeré in the same o;
Vsimilar securities;

(3) Certificates of deposit sﬁall be valued at becok value
plus accrued.interest; i

(4) Repurchase agreements shall be valued at book falue
plus accrued interest;

(5) Mortgages shall be valued as follows: The board shall
retain two mortgage brokers who shall each appraise the-market
value of the mortgage investments transferred into the-Consolidated
Fund. The average of the two appraisements ghall constitute the
market value to be fixed for each such investment; and )

(6) Accrued interest on securities shall be computed as of
October 16, 1978, by using the method which is_most widely used in
computing accrued interest for each such secruity by the fin- |

nancial community within the United States.

3.03. Book Value of mTransferred Assets - All assets transferred to

the Consolidated Fund snall be placed on its books at the market value
plus accrued 1nterest as established by use of the procedures descrlbed

in Section 3.02 of these rules.




i Adn. Rules 12-6 ' _ | . : | :
Series I ) . ‘ o Sec. 4.01

Section 4. Mechanics of Participation in the Consolidated Fund

4,01. Particimation by State Agencies - State agencles

may participate in the Comsolidated Fund by making written ;eque§t$T;
to the treasurer. If a written request for deposit or withdrawal
is made after 10:00 a.m. 6f the business-day,_the treasurer is not
required to execute such requests un£i1 the hekt 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 éase may be. Such
reqﬁests shall also contain other information which the treasurer
deems necessary. The treasurer may require twentyffour hours
advance notice for withdrawals of one mil}ion dollars {$1,000,000.00)
or mofe.

4.02. Participation by Local Goverhments -

(a) Local governments may commence participation in the
Consolidated Fﬁnd by completing and returning to the treasurer
an "account reguest form." Such form shall be prescribed by
the treasurer, shall require such information as he deems necessary,
and éhall be made available to any local government upon'request.
‘The treasurer may require any local government to submit copies
of resolutions, orders or other proof of authorization or election
to partiéipate in the Consolidated Fund. Upon recéipt of tﬁe
account request form and other required information, the treasurer
_ shall assign an account number within the Local Government Account
of the Consolidated Fund. Local governments which require more
than one account may request the establishment of additional

accounts as needed.
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. Series I

hdm. Rules 12—6' Sec;ﬁ;:dé
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(b) All notifications of deposit of funds by local govern-—
rments into thé Local Government Accoﬁnt, and all requests for
withdrawals therefrom, shall be nade by é telephone call to the
treasuref‘s office no.iater than 10:00 a.m. of the business day~. 
on which the transaction is to be made. If a teiephoné notifi-
cation of deposit or withdrawal is made after 10:00 a.m., the
treasurer is not regquired td execute such fequest until the
next business day. ‘All teléphone notifications of deposit oxr with-

drawal shall be confirmed by mail on the same day the notifi-

cation is made. The treasurer shall prescribe the forms which

local governments shall use for the confirmation of such deposité
or withdrawals by mail. -
t¢) all deposits by local governments into the Local Govern-
ment Accoﬁnt shall be made by wire transfer from the local govern-
ment's bank to a vank designated by the treasurer. 311 funds trans-

ferred by local governmenﬁs shall be collected balances available

. for wire transfer and immediate credit at the Federal Reserve Bank.r

-

{&) Withdrawais'by local governments from the_Local Govarn-
ment Account shall be made by wire transfer of immediately avail-
able funds by the treasurer to the local government's.designated.
bank. Upon such transfer, the treasurer shall debit the local
govermment's account in the Consolidated Fund. The treasurer
may require twenty-four hours advance notice for withdrawals of
one nillion dollars ($1,000,000.00) or more.

(e} The treasurer may collect a fee of up to one percent
of the earnings df the Local Government Account as a charge for

the investment sexrvices being provided to local governments.

o | am e TT Pa e 6



© . -Adm. Rules 12-6

+« Series I

>

Sec. 5,01

Section 5. Accounting

5.01. Nature of Ownérshig_— Each.participant Shall own an
undivided interest in the portfolio of the Consolidatéd Fund
based on the participant's pro-rata contfibution of assets at any-”
time. Ownership shall be expressed in terms of units. One dollaf
shall equal one unit of ownership. Each participant, by pértici~
patiné in the Consolidated Fund, is deemed to have consented to
the methods of.sharing gains and losses and all other accounting.
methods required or adopted by the board.:

5.02. Accounting System — The treasurer shall implement an

accounting system based on a daily accrual method for earnings,
deposits and withdrawals for each participant in tﬁé Corisolidated
Fund. In conjunction with such accounting system, the treasurer
shall adopt ?rocedures which accurately reflect yields on in- |
vestments through amortization of premium and accretion of dis-
count over the life of the investment as determined by investment
practices of the investment community. That is to_say; fof in-
‘vestments custonarily having yields to the average life of-thé
investment such as GNMA 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 of

the investment.

5.03. Tfading Gains and Losses — The board recognizes that

it is impractical to amortize trading gains and losses over the
life of all securities sold. Therefore, the board may authorize
the treasurer to amortize all gains and losses over a period of

time commensurate with the average life of the entire portfolio.

‘Page 7
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. Series I _ . S . Sec..5.04

éihce the average life of short-term portfolios can vary greatly

from day to day, the board may authorize the treasurer to amortize
all gains and losses from the sale of securities over the month in
which they are realized and the subsequent eleven months. 7

5.04. Distribution of Earnings; Monthly Statement - The bqara :

shall distribute interest monthly either by credit to the principal
account of the participant or by cheék. The cheoice of method

of such distribution shall be at the board's discretion. The treasurér
shall furnish to each participant a monthly statement of earnings, h
deposits and withdrawals for each account. Monthly statements shall
also include an accurate statement of the yield for the preceding

month for the Consolidated Fund, to aid local goverﬂment treasurers -

in meeting their responsibility to determine that the Consolidated

Fund yield will be greater than any yield offered them by their

local financial institutions.

Section 6. Miscellaneous

6.01., Minimum Amount of Investment - The minimum amount for

investment in the Consolidated ¥und is One Thousand Dollars ($1,609.00);
There is no minimum time for which deposits will be retained.

6.02. Reserve for Losses - The bocard may create a reserve for

losses in the Consolidated Fund if the board determines that the
one-year amortization of gains and losses is inappropriate ox
inadequate for unusual losses.

6.03. Payment of Expenses from Farnings -~ The treasurer shall

deduct expenses incurred in the administration of the Consolidated
Fund from the gross earnings of the Fund prior to distribution of

the éarnings each month.
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