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Chapter 12 : E
Series

Subject: Rules for the Reporting of State Debt to the West
Virginia State Board of Investments.

Section 1. General _

1.01. Scope - This rule implements the provisions of
West Virginia Code 8§12-6A-1 et seg., wherein the State Board
of Investments Division of Debt Management is responsible for
the recording and reporting of debt issued by the State, its
agencies, beoards, commissions and authorities.

1.02. Authority - West Virginia Code §12-6A-7.

1.03. @eneral Purpcse - The purpose of this ru;e is teo

carry out the legislative intent, as stated in West Virginia
Code §12-6A-1, to gather, record and repeort information
cencerning the lndebtedness of the State sc that it may be
utilized by the Executive and Legislative branches of
government to determine the total state debt obligation and to
plan sound fiscal policies based upon the State's ability to
meet its total debt service.

1.04, Filing Date -

1.05. Effective Date -
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Section 2. Definitions

For the purpose of this rule, unless a different meaning
is clearly required by the context;

"Agency”" means and includes any <departiment, beoard,
authority, commission, division, branch office or other
spending unit of State Government.

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

"Capital Lease" meang a lease in which the lessee assumes
substantially all the risks and benefits asscciated with the
asset and which meets one or more of the follewing criteria:

1) The lease transfers ownership of the leased asset at
the end of the lease term.

2) The lease terms and conditions ceontain a bargain
purchase option which allows the Lessee to buy the leased
asset for substantially less than the estimated value of
the leased item.

3) The term of the lease is 75% or more ¢f the estimated

eccnemic life of the leased asset. The estimated

economic life is the estimated useful life of the asset
for the purpose for which it was intended, regardless of
the term of the leagse. For. example, if a ceopier with an

estimated economic life of 10 years were leased for 8

years, it would meet this criterion.

4) The present value of the future minimum lease

payments at the beginning of the lease eguals or exceeds

80% cf the fair value of the asset.

"Certificates of Participation” means certificates issued
for the purpose of financing or refinancing the purchase of
capital goods. The Certificates of Participation evidence the
hoiders' rights and interest in lease payments which are made
by the State under the lease obligations. The Certificates of

Participation do not constitute or ¢reate a general obligation
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or indebtedness of the State in excess of the amount, if any,
appropriated from fiscal year to fiscal year for the payment
cf the 1lease pavyments, and the State has no continulng
obligaticn to appropriate money for the lease payments.

"Code” means the 1931 code ¢of West Virginia, as amended.

"Debt" means bonds, notes, Certificates of Participation,
certificate transactions, Capital Leases, lease purchases,
mortgages and all other forms of securities or paper
evidencing amounts owed and payable on demand or specified
dates, as determined by the Board.

"Division" means the division of debt management.

"General Obligation Bonds" means debt in the form of
bonds supported by a constituticnal obligation of the State to
make debt payments if no other source of funds is avallable.
The creation of general obligation debt reguires a
censtituticnal amendment approved by 2/3rds of beth houses of
the Legislature and a majority vote by the public.

"Lease Purchase" means a lease agreement in excess of one
vear providing for the application of rental payments to the
purchase price of equipment or facilities. A spending unit’s
obligation under the lease purchase agreement is made
expressly subject to appropriaticns by the Legislature, thus
creating a "moral cbligation' on the part of the Leglislature
to appropriate necessary rent when the lease payments are due

and payable.
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"Moral Obligaticon Bonds" means bonds issued without the
support of a constituticnal obligation of the State to provide
for debt payments. The obligation to pay the debt service is
made expressly subject to appropriations by the Legislature,
thus c¢reating a "meral cbligation” on the part of the
Legislature to appropriate necessary ﬁunds when the bonds are
due and payable{

"Mortgages" means a debt instrument for financing the
purchase o©of real preperty by which the borrower gives the
lender a lien on the property as security for the repayment of
the loan.

"Special Revenue Bonds and Notes" means long term debt
obligations which are backed sclely by a stream of revenue
generated by the program or project being financed. Currently
the Legislature creates the authority or program, but does not
always set the total amount of bonds or notes to be issued or
approve individual bond or note issuss. Though the
Legislature may approve revenue bond or note debt it Is not
legally obligated to pay debt service from the general funds
of the State.

"Spending unit" means any of the State's agencies,
boards, commissions, committees, authorities, entities or
other units of State Government with the power tc issue debt
and secure such debt, with the exclusion of local political
subdivisions of the State.

"State" means the State 0of West Virginia.
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Section 3. Debt Information Reporting Timetables

3.01. Time Table for Repcrting Total Debt - As of July
1, 1891 each spending unit shall, within fifteen days
following the end of each calendar gquarter, submit a written
report to the Board and the Legislative Auditeor of the total
debt incurred by the spending unit during the calendar gquarter
and all debt cutstanding for the spending unit at the close of
the same calendar quarter. The repcort shall contain the
information specified in Subsecticon ¢.01 of this Rule.

3.02. Time Table for Reporting A Proposed Offering of

Debt - Beginning July 1, 1991, each spending unit
intending to incur debt through the issuance of bonds, notes
or certificates of indebtedness shall submit a written report
to the Board no later than fifteen days prior to incurring the
debt closing. The report shall contain the information
specified inLSubsggfzoﬁ ljzé;;f this Rule.

3.03. Board Report - Beginning July 1, 1991 the Board
shall prepare and issue gquarterly reports and an annual report
cf all State debt and preoposed debt, no later than thirty days
following the clese of each calendar gquarter and at the end of
the fiscal year. The Board shall distribute the report to the
Governor, the President o©f the Senate, the Speaker of the
House of Delegates, the Leglslative Auditor, and upon request

to any legislative committee or member of the Legislature.
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Section 4. Reporting Information Regquirements
4.01. Debt Incurred - Each spending unit shall submit a
quarterly debt report to the Board, pursuant to West Virginia
Code §12-6A-6, containing the fcllowing infeormation where
applicable:
1) The name of the spending unit;
2) The amount and type of debt incurred during the
guarter;
3} The amount and type ©f debt outstanding at the end
of the guarter;
4} All costs and expenses incurred in the issuance of
dept during the gquarter, including, but not limited to the-
following:

Financlal advisor fees

Bond counsel fees

Bend registration fees

Bond rating fees

Underwriter's fees

Underwriter's counsel fees

Trustee's fesas

Trustee's counsel fees

.

Printing fees

-

Auditor's fees

w4y +H @ @ 4 B o W

Credit enhancement fees, a2 spending unit shall
specify the nature of the credit enhancement
and the anticipated future cost, if any;
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5) A copy of the QOfficial Statement or if not
applicable, other document setiing forth both the terms and
conditions of debt issued during the guarter;

6) The total debt service on the debt for the
quarter;

7) The net interest cost and true interest cost on the
debt, per series issued during the guarter;

8) The actual rate of interest per maturity;

9) The source of funds utilized for repayment of debt
issued during the quarter, and a schedule, by year, for the
collection of the funds. A schedule is not reguired..if the
source of funds is from the General Revenue Fund;

10) The dollar amount of debt repayment during the
quarter;
11) The repayment or amortization schedule of all debt
issued during the gquarter;
12) The securlty for the debt issued during the quarter,
and

13) All other information specified by the Board.

4.02. Proposed Debt - Each spending unit shall submit to
the Board a report of proposed bond debt, notes or
certificates of participant noc later than fifteen days prior
to closing. The repert shall be on a form approved by the
Board, which shall include, where applicable and available,

the following information:
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1) The name of the spending unit;
2} The estimated amount and type of debt fo be incurred
by the spending unit;
3) A preliminary copy o©f the official statement;
4) The names of the following principal parties to the
transaction:
A. PFinancial advisors
B. Bond counsels
C. Underwriters
D. Underwriter's counsels
E. Trustees

F. Auditors

5) The terms and conditions of the debt if not set
forth in the preliminary official statement;
6) The reason for the debt issuance and use of the debt
offering proceeds;
7) The scurce of funds utilized for repayment of the
debt; and
8) All other information specified by the Board.
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4.03. Report of Final Sale - All spending units

submitting a report of proposed debt, as specified in
Subsecticon 3.02 of this Rule, shall submit a report of final
sale. The report, of Final Sale to the Board following the
issuance of the debt, shall be separate from the guarterly
report reguired in Subsection 3.01. The report, shall be on
a form approved by the Board, shall include, wheres applicable,
the following information:'
1) The name of the spending unit;
2) The amount and type of debt incurred by the spending
unit;
3) A copy of the official statement or offering
¢lrcular;
4} All cests and expenses incurred in the issuance of
the debt, including:
A. Financlal advisor fees
B. Bond counsel fees
C. Bond registration fees
D. Bond rating fees
E. Underwriters fees
F. Underwriter's counsel fees
G. Trustee's fees
H. Trustee's counsel fees
I. Tax Counsel fees
J. Printing fees

K. Auditor's fees
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L. Credit enhancement fees. The spending unit

shall. specify nature of the credit ernhancement
=

and the anticipated future cost, i1f any;

3) The terms and condiltions cof the debt if nct set
forth in the cfficial statement or offering circular;

6) The reason for the debt issuance and use of the debt
offering proceeds;

7) Actual rate of interest per maturity:

8) The net interest ceost and true interest cost on the
debt, per series;

9) The source of funds utilized for repayment of the
dent, and a schedule, by vyear, for the collection of the
funds;

10) The repayment schedule;

11) A debt service schedule showing the payments due
over the 1ife of the debt;

12) The security for the debt;

13) The amortization schedule for the debt; and

14) All cother information specified. by the Board.
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Senator William R. Wooton, Co-Chair
Delegate David Grubb, Co-Chair

WEST VIRGINIA LEGISLATURE

LEGISLATIVE RULE-MAKING REVIEW COMMITTEE
Room M-152, State Capitol
Charieston, West Virginia 25205
{304) 340-3286

Debra A, Graham, Counsel
Michael HcThomas, Associate Ceumsel
Marie Nickerson, Admr. Assistant

NOTICE OF ACTION TAKEN BY TEGISTATIVE RULE-MAXTING REVIEW COMMITTEER

August 3, 1852

T Ken Hechler, Sscretary of State, State Register .
=

TO: Mr. Mark E. N. Asaad T
Board of Investments : . -7 =

State Capitoel, Room E-122 - =
Charleston, WV 25305 : : : B

FROM: Legislative Rule-Making Review Committee =
PROPOSED RULE: Rules for the Reperting ofFf State Debt to the’ =

The Legislative Rule-Making Review Committee- recommends that the

West Virginia State Board of Investments

Virginia Legislature:

1.

Z.

4.

5. 7

Autherize the agency t

promulgate the Legislative Rule
) as originally filed
)

(a
(b

Autherize the agency to promulgate part cof the Legislative
rule; a st¥atément of reasons for such recommendaition is
atitached. i B

Autherize the agency to promulgate the Legislative rule
with certain amendments; amendments and a statement of
reasons for such recommendation 1s attached.

Authorize the agency to promulgate the Legislative rule
as modified with certzin amendments; amendnments and a
statement of reasons for such recommendaticn 1s attachned,.

Reccmmends that the rule be withdrawn; a statement of
reasons for such recommendation 1is attached.

|

-

a4

West

as medified by the-agency X

Pursuant to Code 282a-2-il1{c), %his netice has kearn filed in the State
Register and with the agency proposing the rule.

cel

Jerry Simpson
B&. of Investments




