P p R X0 Y WLy

WEST VIRGINIA
=~ SECRETARY OF STATE

FILED IN THE OFFICE CF

, KEN HECHLER s saggmy /?5 ST/ %ﬁ |
ADMINISTRATIVE LAW DIVISION wis DATE LAZL I LA TIE

ADMINISTRATIVE LAW DIVISION
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NOTICE OF AGENCY APPROVAL OF A PROPOSED RULE
AND
FILING WITH THE LEGISLATIVE RULE-MAKING REVIEW COMMITTEE

AGENCY: Board of Investments

TITLE NUMBER:_ 11D
CITE AUTHORITY 12-1-2 et seg WV Code

AMENDMENT TO AN EXISTING RULE: YES__ NO__~
IF YES, SERIES NUMBER OF RULE BEING AMENDED:

TITLE OF RULE BEING AMENDED:

IF NO, SERIES NUMBER OF NEW RULE BEING PROPOSED: 111 {3)

TITLE CF RULE BEING PROPOSED: Selection of State Depositeries Ior

Disbursement Accounts through competitive bidding.

THE ABOVE PROPOSED LEGISLATIVE RULE HAVING GONE TO A PUBLIC HEARING OR A PUBLIC -
COMMENT PERIOD [S HEREBRY APPROVED BY THE PROMULGATING AGENCY FOR FILING WITH’
THE SECRETARY OF STATE AND THE LEGISLATIVE RULE MAKING REVIEW COMMITTEE FOR
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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 Secticn Two, Article One,
Chapter Twelve of the Code, wherein the Board is required to select

depositories for disbursement accounts threugh competitive bidding by
banks in this state.




PUBLIC HEARING
RULEES AND REGULATICN FOR
THE BQCARD OF INVESTMENTS
AND THE STATE TREASURER'S QFFICE

A public hearing was held on November 28, 1880, at
9:30 a.m. in the sState Capitol Complex Conference Center,
Building 7, Rcom D.
Those present were:

Jerry Simpscn, State Treasurer's Officge
Mark Asaad, State Treasurer's Qffice
Brenda Warren, State Treasurer's 0ffice
Mr. Simpson called the meeting to order. Mr.
Simpson made mention of the rules individually and
received or made mention of any comments at that time.
There were no comments received except for the
Selecticn of State Depositories for Disbursement Accounts
through Competitive Bldding. There was a comment
raceived from Bowles, Rice, McDhavid, Graff & Love who are
attorneys for the West Virginia Bankers Association and
they made a recommendation as to a change in the method
of compensation, Section 4.02, and this will be taken
into a2pprepriate consideration.
There being no comments from those present, the
hearing was closed at 9:45 a.m.
Respegifully,
S S
5752;;;¢éfi;;onéféjzfﬂ‘

Assistant State Treasurer
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competitive bidding.
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2. Dxolanatison of abgoue estizmTasy
These rules repeals and replaces the original rules filed in 198%. It Is

not anticipated that these rules will require the expenditure of any
additional funds.
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. Chiecuies of Shess mulas:

The general purpose of these rules is to aid in the implementation of the
legislative finding and purpose set forth in Section Two, Article Cne,
Chapter Twelve of the Cede, wherein the Board Is required to select

depositories for disbursement accounts thrcugh competitive bidding by banks
in this state.
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CATE: Nevember 30, 15%0

SLATIVE RULE TITLE: Selsction of state depositorities for

disbursement account through competitive bidding

L. acuthcrizing sscazuwai{s) citaticn 12 1-2 at seq WV Code
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e. Date wou £ilaed in State Register the agency apsroved
orovcosad Lagislative Rule follewing public heazing:
(e exact)

November 320, 19590

£. VYame and phene number QI 2gency serscn Lo contact
for additicnal inIcrmazicn:

- - Jerrv Simpson 343-4000

1]

n




-
|
-

™

0

as
sngl

L

=3
mad2 as a <

-

[=
—

1

-

S t2

T a
™
o

e
-

ac
c= and

o e dac

b
I

-

&-

.

i

=7

-
-
h

1y
0
oy
n
ar -+

-

genexa

a
1
]
(=

Lda

;oA
vL.oaen

=
jod

R
1) o

o
QQ
Wy e

|3}
tr i
-
-« bt
hu

pafow

-1 g
O w

-

o
£

N/A

2<n

A -
[y ARl

~
-




Bowrrs RiCE
McDAVID GRAFF & LOVE
ATTORNEYS AT LAW
16TH FLOCH COMMERCE SCUARE » LEE STREET

: NITED CENTER 105 W BUAKE STREET
“5:;\.':;?\::1 STRZE?E::; POST OFFICE BOX 1385 BOST OFFICE SHAWER 1418
CHARLESTON, WEST VIRGINW 25501 CHARLESTCN, WEST VIRGINIA 25325-1386 MARTIHSBURG, WEST VIRGMNW 254011418
Fe 247180 - . - 3042630238
FACSIMILE 3043471156 TELEPHONE 304-347-1100 FACSINILE 304 267.2522
FACSIMILE 304.343-2867
206 SPRUCE STREET CLD HATICNAL BANK BUILEING
MORGANTOWN, WEST VIRGINIA 26505 EAST WASHINGTON STREET
3042982500 llevember 28, 1220 FOST GFFICE 30X 53
FACSIMILE 304-296-2513 CHARLES TOVM, WEST VIRGINIA 25414
3047251535

FACSIMILE 304 17
WRITER'S DiRECT ClaL HUMEBER ALSIMIL T254

347-1124

State Treasurer's Office

State Capitol Building

Charleston, WV 285305

Attn: Jerry Simpson BY HAND

Re: Proposed Regulations:
Chapter 12-1, Series III

bear Mr. Simpson:

The West Virginia Bankers Association has reguested that we comment
on its behalf regarding the proposed regulations governing the servicing of
accounts on & bid basis for the State. By way ¢f introduction, the Association
iz comprised of approximately 215 member banks and bank holding companies and
one of itz express goals is 1o review and comment upon proposed regulations
affecting the banking industry.

Generally, the Association bellisves the referenced propesed regula-
tions suggest a workable arrangement pursuant to which local banks may compete
for State business. However, we have Dbeen requested to draw your attention to
the provision addressing the account adjusiments made at the end of a contrac-
tual pericd. Section 4.02 provides that any adjustment of $500 or less will not
be made. The Assccistion agrees that de minimus adjustmenits do not warrant the
expenditure of time. However, depending upcn the volume of business conducted,’
$500 may not be de minimus. Accordingly, a suggested change would be to amend
the section teo provide that adjustments will be made only if the settlemsnt dif-
ference is greater than, for example 1% of the total charge or $500, whichever
is less.

Please contact me at the above number or Thomas A. Winner, Govern-
ment Relations Officer of the West Virginia Bankers Association at 343-8838 if
you have guestions or desire additional information. Thank you for your consid-
eration of this matter.

Very truly vyours,

Noeluorao A Gonle

Debhorah A. Sink

DAS/bal )
oo Thomas A. Winner
12404471LTR.20
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WEST VIRGINIA ADMINISTRATIVE REGULATIONS
West Virginla State Board of Investiments

Chapter 12-1
Series III
{1979~Amendments 1990; Secticons 2.01, 3.01,
3.02, and 3.03)

Subject: Selection of State Depositories for Disbursement
Accounts Through Competitive Bidding.

Section 1. General.

1.¢01. Scope - These rules implement the provisions of
section twe, article cne, chapter twelve of the code of West
Virginia, 1931, as amended, wherein the State Becard of
Investments is =~ required teo select depositeries 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 cof these rules is to

carry out the legislative Iintent as Stated in the above-
mentioned code section, so that the competitive bidding
requlred thereby will enable the State to cbtain the most
efficient servicé at the lowest possible cost.

1.04. Filing Date -

1.05. ffectiva Date -

Page -1-




1.06. Repeal of Former Rule - This Legislative Rule

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

Competitive Bidding" effective March 1C, 1989,

Section 2. Definitions

For purpeoses of these rules, unless a different meaning
is clearly regquired by the context:

"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;

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

"Invitation to bkid" means and includes reguests for
proposals, specifications, general infermaticn and other

matter customarily included in the solicitation of bids;

Page ~2-




Section 3. Procedurss for Bidding

3.01. Eligibility for Bidding - Cnly those banks that

have been designated to serve as depositcries for State funds
are eligikble to bid for the disbhursement account.

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

prior to the date on which bids will be opened, the Roard
shall mail to every eligible depository notice that bids will
e invited on one or mere designated accounts. any bank
interestad in bidding on an acccunt shall then make written
regquest to the Board of Investments for copies of the formal
invitation tc kid, and the Board of Investiments upcn receipt
of such request, shall transmit such copies, including all
necessary specilfications and forms, to such depository. The
Board of Investments shall maintain a record neting the date
of receipt of reguests for formal invitations to bid and the
date on which it mailed the invitations.

3.03. Contents of Invitations Lo Bid - The invitations

shall state the time and place for submission of bids and
shall include a description cof 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 bkids
are being sought, and such cther information as the Board

deems necessary.

3.C4. Submission of Bids - Bids shall be on forms

provided by the Board of Investments and shall be submitted in

Page -3-




P
o 1

duplicate in a sealed envelope addreésed to the State Board of
Investments. The envelope shall be conspicuously marked
"Sealed Bid for Disbursement Account”. The bidder shall also
note on the envelope the account number as designated in the
invitaticn to bhid. BRidders may not commingle bids for more
than one account in the same envelope. Immediately upon
recelpt o©f bids by the Board of Investments, the time of
receipt shall be noted on the envelope and the sealed bids
shall be kept in the State Board of Investment's offices,
together with all other bids, until the time set fer the bid
opening.

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

cpening, the bids shall be publicly cpened and read aloud.
The Board shall promptly analyze the bids and make awards as
rrovided in Section 4 of these rules.

3.06. Conditicns of Bidding - All bids shall be subject

to the fcllowing conditions:

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

(b)Y Bids may not be considered unless signed by an
authorized bank officer. For purpeses 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 recelpt in the Beoard's office upon written reguest made
by an authorized bank ¢fficer. Such written request shall be
made by telegram.

(d) The Bocard may reject any and all bids if such action

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

Section 4. Award and Ccompensation

' 4.01. Cxiteria for Award - Depending on the service to
be performed, the Board will invite bids in terms ¢f the price
per transaction or per item processed. Accordingly, subject
to the Board's right to reject any and all bids, the ccntract
will be awarded in each case *to the bidder who submits the
lowest responsible bid in terms o¢f price per transaction or
per item processed. The hid price will be the bhasis for the
compensating balance as provided in the following Section
4.02.

4,02, Method o¢f Compensaticn =~ Compensaticon toc the

depository for its services shall be made by means of either
coempensating ralances computed by the Beoard on a monthly basis
or by a State warrant. To determine the monthly compensating
balances, the Becard shall multiply the depository's bid price
rer transaction o©x per item procassed, times the number of
transactions or items processed during the preceding month
{hereinafter called the "computatien month"). The preoduct

thus obtained shall be converted to the compensating balance
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by using the average 90-day U. S, Treasury bill rate (bond
eguivalent yield) for the computation month. The average 90-
day U. S. Treasury bill rate shall be the rate as computed by
the Federal Reserve System, 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 S0-day U. 5. Treasury bill rate for the
computaticn meonth (January) was 5%;

{3 The multiplier for annualization is 12;

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

(5y The number of items processed in the computaticn
month (January) was 50,000,

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

50,000 x ($.03) x (12)
.05 = $360,0C0

If any overdcmpensation or undercompensation occurs
during a given month, the compensating balance £for the
felleowing month shall be apprepriately adjusted in order to
fairly compensate the depcsitory for services rendered. A
settlement will be made at the expiration of the contractual
period 1f any overcompensation or underccmpensation occurs.
The Bocard and Bank shall agree upon a method of account
settlement and include the account settlement as part of the

negotiated contract for the Disbursement Account.
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4.03. Compensation for Ancillary Sexvices - The Board

may in its bid specifications reguire the depository o
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 depository for
disbursements shall furnish preprinted checks. The Board may
also specify that the depository shall be compensated for the
cost of furnishing such ancillery services on a flow-through
basis. In such event, the Board shall increase the
compensating balance in an amount sufficient to compensate the
depository for the direct cost of furnishing such ancillary
services plus a reasonable amount (as determined by the Board)
for the overhead attributabkle to furnishing such services.
The amount to be allowed for such overhead shall be specified

in the invitaticen teo bid.
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WEST VIRGINIA ADMINISTRATIVE REGULATIONS
West Virginia State Board cof Investments

Chapter 12-1
INDEX

References are to section numbers iIn West Virginia
Administrative Rules 12-1, Series III.
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