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The general purpose of these rules is to aid in the implementation of the
legislative finding and purpose set forth in Section Two, Article One,
Chapter Twelve of the Code, wherein the Board is required to select
depositories for disbursement accounts through competitive bidding by
banks in this state.
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2. =clanagicon o abcove esnimatas:
These rules repeals and replaces the Qriginal rules.filed in 1989, It is
not anticipated that these rules will require the expenditure of any
additicnal funds.

3. Chjeczives o thesa rilas:
The general purpose f these rules is tg aid in the implementaticn of the
legislative finding and purpose set forth in Section Twe, Article One,
Chapter Twelve of the Code, wherein the Board is required to select
depositorises for disbursement accounts through competitive bidding by banks
in this state.
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{1579~Amendments 1990; Sections 2.01, 3.01,
3.02, and 3.03)

Subject: Selecticon o©f State Depositories for Disbursement
Accounts Through Competitive Bidding.

Secticn 1. General.

1.01. Scope - These rules implement the provisions of
section two, article one, chapter twelve o0f the code of West
Virginia, 1931, as amended, wherein the State Board of
Investments is reguired to select depositories for
disbursement accounts through competitive bidding by banks in
this State.

1.,02. Authority - West Virginia Code §12-1-2.

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

carry out the 1legislative intent as Stated in the above-
mentioned ccde section, so that the competitive bidding
reguired thereby will enable the State to obtain the most
efficient service at the lowesi possible cost.

1.04. Filing Date -

1.05. Effective Date -
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1.06. Repeal of Former Rule - This Legislative Rule

repeals and replaces West Virginia 113 CSR3 "Selection of
State Depositories for Disbursement Accounts through Competive

Bidding" effective March 10, 1989.

Section 2. Definitions

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

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

"Code" means the 1331 code of West Virginia, as amended;

"Compensating balance" means the cash balance which the
State will maintain with a depesitory to compensate the

depository for its services;

"Cisbursement account" means those accounts from which
are paid moneys due from the State of West Virginia or any
official, department, board, commission, pclitical subdivision
or agency thereof to any political subdivision, person, firm
or corporation except moneys paid from investment accounts;

"Invitation to bid" means and includes reguests for
preposals, speclfications, general information and other

matter customarily included in the sclicitation of bids;
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Section 3. Prceccedures for Bidding

3.01. Eligikility for Bidding - Only those banks that

have been designated Lo serve as depositories for State funds
are eligible to bid for the disbursement account.

3.02. Notice to Bidders - At least twenty-five (25) days

prior to the date on which bids will be cpened, the Beoard
shall mail to every eligible depository notice that bids wiil
be invited on one or more designated accounts. Any bank
interested in bidding on an account shall then make written
request to the Board of Investments for copies of the formal
invitation to bid, and the Becard of Investments upon receipt
of such request, shall transmit such copies, including all
necessary specifications and ferms, to such depository. The
Board of Investments shall maintain a record noting the date
of receipt of requests for formal invitaticns to bid and the
date on which it mailed the invitations.

3.03. Contents of Invitations to Bid - The invitations

shall state the time and place for submission of bids and
shall include a description of the account and the service
required, the approximate number of transactions or items to
be processed monthly, the duration of contracts to be awarded,
the designated account number of the accounts for which bids
are being sought, and such other information as the Board

deems necessary.

3.04. Submission ©f Bids - Bids shall be on forms

provided by the Board of Investments and shall be submitted in
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duplicate in a sealed envelcpe addressed to the State Board of
Investments., The envelcpe shall be c¢onspicucusly marked
"Sealed Bid for Disbursement Account". The bidder shall aiso
note on the envelope the account number as designated in the
invitation to bid. Bidders may not commingle bids for more
than one account in the same envelope. Immediately upon
receipt of bids by the Board of Investments, the time of
receipt shall be noted on the enveleope and the sealed bids
shall be kept in the State Board of Investment's offices,
together with all other bids, until the time set for the bid
cpening.

3.05. Bid Opening - On the date and time set for the bid

opening, the bids shall be publicly opened and read aloud.
The Board shall promptly analyze the kids and make awards as
provided in Section 4 of these rules,

3.06. Conditions of Bidding - All bids shall be subject

to .the fellowing conditions:

{a) Bids received after the date and time stated in the
invitation may not ke considered.

{b) Bids may not bke considered unless signed by an
authorized bank officer. For purposes of this section, an
authorized bank officer may be either the president, a vice-

president or the cashier.
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{({c) Prior to the bid opening, bids may be withdrawn
after receipt in the Board's office upon written reguest made
by an authorized bank cfficer. Such written request shall be
made by telegram.

{d) The Board may reject any and all bids if such action

is deemed to be in the best interests of the State.

Section 4. Award and Compensation

4.01. Criteria for Award - Depending on the service to

be performed, the Board will invite bids in terms of the price
per transaction or per item processed. Accordingly, subject
to the Board's right to reject any and all bids, the contract
will be awarded in each case to the bidder who submits the
lowest responsible bid in terms of price per transaction or
per ltem processed. The bid price will be the basis for the
compensating balance as provided in the following Section
4,02,

4.02, Method cof Compensation - Compensation teo the

depository for its services shall be made by means of either
compensating balances computed by the Bocard on a monthly basis
or by a State warrant. To determine the monthly compensating
balances, the Board shall multiply the depcository's bid price
per transaction or per item processed, times the number of
transactions or items processed during the preceding month
{hereinafter called the "ccmputation month"). The product

thus obtained shall be converted to the compensating balance
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by using the average 90-day U. 8. Treasury bill rate {(bond
equivalent yield) for the computation month. Theraverage 80-
day U. 5. Treasury bill rate shall be the rate as computed by
the Federal Reserve 3System, The following example will
illustrate how the compensating balance will be computed and
applied:

Under this example, it is assumed that:

{1) The computation month is January;

(2) The average 90-day U. S. Treasury bill rate for the
computation month (January) was 5%;

{3) The multiplier for annualization is 12;

(4) The bid price per item was three cents ($.03); and

(5) The number of items processed in the computation
month {January) was 50,00C.

Accordingly, the compensating balance to be maintained in
the bkbank during February is $360,000, derived as follows:

50,000 x (8.03) x (12)
.05 = $360,000

If any covercompensation or undercompensation occurs
during a given meonth, the compensating balance for the
following month shall be appropriately adjusted in order to
fairly compensate the depository for services rendered. A
settlement will be made at the expiration of the contractual
period if the overcompensation or undercompensaticon in dellars
worth of service {as distinguished from compensating balance

dollars) exceeds five hundred deollars. The settlement shall
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be in the amount by which the overcompensation or
undercompensation exceeds five hundred dollars.

The Board at their option may compute and apply the
compensating balance for pericds of less than a month. The
computations shall be made in the same manner as above except
for appropriate adjustments in the formula to allow for such
lesser computation period. Adjustments and settlements for
overcompensation or undercompensation shall also be applied in
the same manner as in the case cf monthly computaticn periods.

4.03. Compensation for Ancillary ZServices -~ The Board

may in its bid specifications reguire the depository to
furnish certain named ancillary services in the course of
providing the basic service for which bids are solicited. For
example, the Board may specify that a depositeory for
digbursements shall furnish preprinted checks. The Board may
also specify that the depcsitory shalil be compensated for the
cost of furnishing such ancillary services on a flow-through
basis. In such event, the BRoard shall increase the
compensating balance in an amount sufficient to compensate the
depositery for the direct cost of furnishing such ancillary
services plus a reasonable amount (as determined by the Board)
for the overhead attributable to furnishing such services.
The amount to be allowed ior such overhead shall be specified

in the invitation to bid.
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