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Subject: Selection of State Depositories for Receipt Accounts

Section 1. General,

1.01.. Scope ~ These rules implement the provisions of section
two, article one, chapter twelve of the code of West Virginia, 1931,
as amended, wherein the state board of investments is required to
select depositories for receipt accounts.

1.02. Authority - These rules are issued under the authority
of the above-mentioned code section which requires the state board
of investments to promulgate rules and regulations prescribing the
selection criteria, procedures, compensation and such other contractual
terms as it considers to be in the best interest of the state.

1.03. Generzl Purpose - The purpose of these rules is to carry

out the legislative intent, as stated in the above-mentioned code
section, so that the selection of receipt depositories will enable
the state to obtain the most efficient service at the lowest possikle
cost. - —— e - - =

Section 2. Definitions.

For purposes of fhese rules, unless a different @eaning is
clearly reguired by the context:

"Agency* means and includes any department, bocard, commission,
divisicon, branch office or other separate unit of a state agency,
and any officer or emplovee thereocf, who or which collects
moneys due the state;
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"Board" means the Weast Virginia state board of invesgtments;

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

"Compensating Ealance“ means the demand deposit balance which
the state will maintain with a depositcory to compensate the
depository for its services; .

"Eligible depository® means a bank which is eligible to receive
demand deposits of state funds under section section two, article
one, chapter twelve of the code;

"Loans in farm and single or multi-family residential units®
means loans made te finance the construction, purchase or imprové—
ment of farms or single or multi-family housing;

"Receipt accounts" means those accounts in which are deposited
moneys belonging tc or due the state‘of‘West Virginia or any official,
department, board, commissicn or agency, thereof.

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

Section 3. Eligible Depositories for Receipt Accounts.

3.01. Banks in Existence Less Than Five Years - Any state or

national bank in this state which has been in existence iess than
five vears is eligible to be selected for one or more receipt accounts
if such bank meets the reguirements of chapter twelve of the code.

3.02. 3Banks in Existence More Than Five Years - Anv state or

national bank in this state which has been in existence more than
five years is eligible to be selected for one or mcre receipt
zccounts, if such bank:
{1) has a lcan tc deposit ratio of fifty pexcent orxr more;
{(2) has at least twenty-five percent-of the deollar amount of

its lcans in farms and single or multi-family residential units; and
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{(3) meets the other regquirements of chapter twelve of the code.
any calculations reguired to determine eligibility under items
(1) and (2) above shall be made in accordance with the reguirements of
section two, article one, chapter twelve of the code.

3.03. Determining When Bank Commenced Existence -~ A bank shall

be deemed to have commenced existence as of the date it first opened

for business.

3.04. Selection Criteria = Any state or national bank which is

an eligikle depositorv for demand deposits of state funds is eligible
for selection as a receipts depository. The board recognizes that not
only the services but the location of receipts depositories are of
major concern to the agencies whose collections are to be deposited.
accordingly, the board in cocperation with the affected agencies shall
ensure that receipts depositories are conveniently lccated for the
agencies and are able toc serve their needs,
Section 4.  Procedures

Because the treasurer acts as staff agent Zor the board, each
collecting agency shall notify the treasurer of its anticipated
collections and deposits including the extent of activity of its
accounts, size of accounts, fregquency of deposits, special services
that may be needed and other informaticn reguested by the treasurer.
The agehcy also may submit its preferred choice or a list of preferred
choices cf banks. If the agency submits such preferred choice or
list, it shall submit therewith a statement of the reascns for its
preference. However, the board is not bound to select the bank or
banks preferred by the agency. The treasurer shall review the information
submitted by the agency and thersupon shall recommend to the board the
bank or banks which in his opinion will best serve the

Page -3-




iin

Zam. Rules 12-1 - . L ) : Sec. 5.01
Series II ) L LTI el

needs of the agencv. If the Treasurer dces .not recommend the bank or
banks preferred by the agency, he shall include with his recommendaticn
a2 written statement of the reasons therefore. The treasurer, in making
his recommendations, and the board, in reviewing his recommendations,
shall consider: R -

1) The activity of the varicus accounts;

2) The reasonable . value of the banking services to be

rendered;

3} The value and importance of such depcsits to the economy

of the communities and the variocus areas of the state
affected; and

4) The recommended depository's proposed fee schedule as required

by Secticon 5.01 of these rules,

The board shall either approve or reject the treasurer's reco-
mmendation. If the beoard rejects a recommendation, a written statement of
the reasons therefore shall be made part of the board minutes.

Section 5. Compensation.

5.01. Method of Compensation - Compensation to the depository

for. its services shall be made by means of compensating balance
computed by the treasurer on a meonthly hasis using the average collected
balance. The depository shall submit preoposed fee schedules for
tyvpes of services rendered by the depository, including kut not

limited to services.such as wire transfers, checks
cashed, returned chacks, and cash handling. The proposed fee schedules
shall be subject to review and approval by the board. If the fee
schedules ars approved by the board, a contract shall be entered into
with the depository for the furnishing of the reguired services for a
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‘rericd not in excess of two years. If i-:hé fee schedules are not
approved by the board, the bocard may negotiatgrsatisfactory revisead
fee schedules with the depository or reguest that the treasurer recommend
ancther depository. The monthly total fee for the services rendered
shall be converted to a compensating balance by using the average 90~
day U. 8. treasury bil}_rate_{bond equivalent yield).
The following example will illustrate how the compensating
balance will be computed and applied:
1) Assume that the average 90-day U. 8. treasury bill ,
rate for . the affected month is ,10;
2) The multiplier for annualization is twelve; and the
fee for the services, if rendered on a,fge basis, would
equal $560.00 for the affected month.
Accordingly, the compensating balance o be maintained for the

next menth is $67,200 derived as follows:

(560)x12
. 10 . = $67,200

If any overcompensation or undercompensation occurs during
a given month, the compensating balance for the following month shall
be appropriately adjusted %g;orde;,to fairly compensate the depository
for services rendered.

5.02,. Compensation for Ancillary Services - The board may,

from time to time, reguire the depository to furnish certain ancillary
services in the course of providing the basic service for which it

was salected., For example, the bcard may specify that a depository

for receipts shall furnish analvtical reports. The board may also
specify that the depository shall be compensated for the cost of
furnishing services on a £low-through basis. In_such event, the
treasurer shall increase the compensating balance in an amount
sufficient to compensate the depository for the cost of furnishing
such ancillary services.
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West Virginia State Board of Investmen

Subject: Selection of State Depositories for Receipt Accounts

Section 1. General.

l.ﬁg/. Scope - These rules implement the provisions of section
two, article cne, chapter twelve of the code of West Virginia, 1931,
as amended, wherein the state board of investments is required to
select depositories for receipt accounts.

1.02. Authority - These rules are issued under the authority
of the above-mentioned code section which requires the state board
of investments to promulgate rules and regulations prescribing the
selection criteria, procedures, compensation and such other contractual
terms as it considers to be in the best interest of the state.

1.03. General Purpose - The purpose of these rules is to carry

cut the legislative intent, as stated in the above-mentioned code
section, so that the selection of receipt depositories will enable
the state to cbtain the most efficient service at the lowest possible

cost.

1.D4§ Effective Date - ’mese—Regu-l-er\::ons-eme_pEemugated—err(—

: _ ctive on the eighth

of _July 1981, ’J‘u/7 /5% )/
I.Ll /:}/HJ D‘?/{-' I"”(’/ g//?f/
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Section 2. Definitions.

For purposes of these rules, unless a different meaning is
clearly required by the context:

"Agency" means and includes any department, board, .commission,
division, branch office or other separate unit of a state agency,
and any officer or employee thereof, who or which collects
moneys due the state;

"Board" means the West Virginia state board of investments;

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

"Compensating balance" means the cash balance which
the state will maintain with a depository to compensate the
depository for its services;

"Receipt accounts" means those accounts in which are deposited
moneys belonging to or due the state of West Virginia or any official,
department, board, commission or agency, thereof.

"Treasurer” means the treasurer of the state of West Virginia.
Section 3. Selection of Depositories for Receipt Accounts .

The board recognizes that not enly the services but the
location of receipts depositories are of major concern to the
agencies whose collections are to be deposited. Accordingly, the
board in cooperation with the affected agencies shall ensure that
receipts depositories are conveniently located for the agencies and

are able to serve their needs.
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Section 4. Procedures

Because the treasurer acts as staff agent for the board, each
collecting agency shall notify the treasurer of its anticipated
collections and deposits including the extent of activity of its
accounts, size of accounts, frequency of deposits, special services

that may be needed and other information requested by the treasurer.

The agency also may submit its preferred choice or a list of preferred
choices of banks. If the agency submits such preferred choice or
list, it shall submit therewith a statement of the reasons for its
preference. However, the board is not bound to select the bank or
banks preferred by the agency. The treasurer shall review the information
submitted by the agency and thereupon shall recommend to the board the
bank or banks which in his opinion will best serve the needs
of the agency. If the Treasurer does not recommend the bank or
banks preferred by the agency, he shall include with his
recommendation a written statement of the reasons therefore.
The treasurer, in making his recommendations, and the board,
in reviewing his recommendations, shall consider:
1) The activity of the various accounts;
2) The reasonable value of the banking services to be
rendered;
3) The value and importance of such deposits to the economy
of the communities and the various areas of the state

affected; and
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4) The recommended depository's proposed fee schedule

as required by Section 5.01 of these rules.

The board shall either approve or reject the treasurer's reco-
mmendation. If the board rejects a recommendation, a written
statement of the reasons therefore shall be made part of the
board minutes.

Section 5. Compensation

5.01. Method of Compensation ~ Compensation to the depository

for its services shall be made by means of either of the following
two methods

1) A compensating balance computed by the treasurer on a
monthly basis using the average collected balance. The depository
shall submit proposed fee schedules for types of services rendered

by the depository, including but not limited to services such

as wire transfers, checks cashed, returned checks, and cash handling.
The proposed fee schedules shall be subject to review and

approval by the board. If the fee schedules are approved by

the board, a contract shall be entered into with the depository

for the furnishing of the required services for a period

not in excess of two years. If the fee schedules are not

approved by the board, the board may negotiate satisfactory revised
fee schedules with the depository or request that the treasurer

recommend another depository. The monthly total fee for the
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services rendered shall be converted to a compensating balance
by using the average 90-day U. S. treasury bill rate (bond
equivalent yield).
The following example will illustrate how the compensating
balance will be computed and applied:
1) Assume that the average 90-day U. S. treasury bill
rate for the affected month is .10;
2) The maltiplier for annualization is twelve; and the
fee for the services, if rendered on a fee basis, would

equal $560.00 for the affected month.

Accordingly, the compensating balance to be maintained for the

next month is $67,200 derived as follows:
(560)x12
. 10 = $67,200

If any overcompensaticn or undercompensation occurs during
a given month, the compensating balance for the following month
shall be appropriately adjusted in order to fairly compensate
the depository ' for services rendered.

2) A compensating balance derived by accumilating receipts
in the receipts account and periodically transferring such
balance to a central depository designated by the board. This
method of compensation would be used for depositories whose
receipts would not be of sufficient volume to justify use of the

method in subdivision (1) of this section.
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The treasurer shall recommend which of the above two
methods shall be used. Upon board approval, a contract shall
be entered into with the depository for the furnishing of
required services.

5.02. Compensation for Ancillary Services - The board may,

from time to time, require the depository to furnish certain ancillary
services in the course of providing the basic service for which it
was selected. For example, the board may specify that a depository
for receipts shall furnish analytical reports. The board may also
specify that the depository shall be compensated for the cost of
furnishing services on a flow-through basis. In such event, the
treasurer shall increase the compensating balance in an amount
sufficient to compensate the depository for the cost of furnishing

such ancillary services.
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