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BRIEF SUMMARY
AND
STATEMENT OF CIRCUMSTANCES

House Bill 4692, enacted March 7, 2008, amended West Virginia Code §12-1-4 and
§12-1-5. The amendments affect how depositories may secure deposits of state funds.

Prior to the enactment of House Bill 4692, depositories had two options to secure
deposits of state funds, either by having deposits in the amount of less than $100,000 at
any time, which is the amount covered by the Federal Deposit Insurance Corporation, or
by posting a collaterally secured bond and pledging collateral.

House Bill 4692 provides alternatives to the requirement that collaterally secured bonds
be posted when deposits exceed $100,000. These amendments authorize use of
multiple certificates of deposit for one deposit and use of a deposit guaranty bond
issued by a valid bankers’ surety company.

West Virginia Code §12-1-2(c) requires the State Treasurer to propose legislative rules
for selecting depositories. Proposed legislative rule 112CSR7contains major revisions
from the 1998 rule because of the additional methods of secunng deposits authorized in
House Bill 4692. The large amounts of revisions necessitated major amounts of strike-
throughs and underscores. Due to this, we have chosen to repeal the former Rule and
replace it with the attached Rule.

The proposed rule defines numerous terms, lists the requirements to qualify as a state
depository for receipt accounts, describes how each security option may be utilized and
then offers selection procedures. In addition, the methods of compensation have been

clarified.




Fiscal Note

112 CSR 7
West Virginia State Treasurer's Office
July 30, 2008

Fiscal Note Summary

Legislative Rule 112 CSR 7 provides for the selection of state depositories for receipt
accounts. The Rule provides definitions, lists the requirements to qualify, describes
how each security option may be utilized, offers selection procedures and then clarifies
the methods of compensation.

Financial institutions desiring to have state funds deposited are required to secure those
deposits, a good public practice. Prior o enactment of House Bill 4692, depositories
had two options to secure the deposit of state funds, either by keeping deposits under
$100,000, the ceiling amount the Federal Deposit Insurance Corporation insures, or to
post collaterally secured bonds when deposits exceed $100,000. House Bill 4692
added two other methods of securing deposits in excess of $100,000, through the use
of multiple certificates of deposit for one deposit and use of a deposit guaranty bond
issued by a valid bankers surety company.

The Rule has been amended to include all legislatively authorized methods of securing
public deposits. The State Treasurer’s Office anticipates an initial, but small, increase in
work when the bankers’ surety companies are initially reviewed and approved. The
reason for there to be no real cost is because we anticipate only one to three surety
companies will seek review and approval.

Fiscal Year

2009 h 72010 Fiscal Year (Upon Full
Effect of Proposal Increase/Decrease | Increase/Decrease Implementation)
1. __Estimated Total Cost

Personal Services

Current Expense
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SERIES 7 Grl
SELECTION OF STATE DEPOSITORIES FOR RECEIPT ACCOUNTS

§112-7-1. General.

1.1. Scope. -- This legislative rule establishes the West
Virginia State Treasurer’s requirements for the selection of
depositories for receipt accounts. This rule does not apply to

proceeds from the sale of general obligation bonds or bonds
issued by the School Building Authority, the Parkways, Economic
Development and Tourism Authority, the Housing Development Fund,
the Economic Development Authority, the Infrastructure and Jobs
Development Council, the Water Development Authority or the
Hospital Finance Authority. In addition, this rule does not
apply to agencies with authority to deposit moneys in financial
institutions without approval of the State Treasurer.

1.2. Authority. -- W. Va. Code §12-1-2.
1.3. Filing Date. -
1.4. Effective Date. -

1.5. Repeal of former rule. - This legislative rule repeals
and replaces WV 112CSR7 “Selection of State Depositories for
Receipt Accounts” filed May 6, 1998 and effective May 7, 1998.

§112-7-2. Definitions.

For purposes of this rule, unless a different meaning is clearly
required by the context:

2.1. “Account Analysis” means a system of compensation by
which the Treasurer and an eligible depository enter into a
contract that provides for monthly invoices to the Treasurer
with detailed account activities billed at the contracted rate,
less any earnings, allowances or credits.
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2.2. "Agency" means and includes any department, board,
commission, division, branch office or other separate unit of
Estate government, and any officer or employee thereof, who or
which collects moneys due the Sstate.

2.3. “Collaterally Secured Bond” means a continuous bond
payable to the $state of West Virginia, conditioned upon the
prompt payment, whenever lawfully required, of any state funds,
or any part thereof. The form of the collaterally secured bond
must be approved by the West Virginia Banking Commissioner and
the Attorney General pursuant to W.Va. Code §31A-4-31. Subject
to the approval of the Treasurer, the amount of the bond may be
increased or decreased or the bond may be replaced by a new
bond. Collateral for the bond shall consist of bonds of the
United States, bonds or letters of credit of the federal land
banks, of the federal home loan banks, or bonds of the Sstate of
West Virginia or any county, district or municipality of the
State, or other bonds, letters of credit or securities approved
by the Treasurer.

2.4. "Compensating Balance" means the cash balance which
the Treasurer will maintain with a depository to compensate the
depository for its services.

2.5. “Deposit Guaranty Bond” means a bond underwritten by
an insurance company authorized to do business in this $Sstate
providing coverage for deposits of state funds that are in
excess of the amounts insured by an agency of the federal
government.

2.6. “Depository,” “Eligible Depository,” “Eligible State
Depository” or “State Depository” means a state or national bank
or a state or federal savings and lcan association that meets
the c¢riteria of this rule for becoming a depcository for the
deposit of state funds.

2.7. "Recelpt Accounts" means those accounts in which state
funds are deposited.

2.8. “State Funds” means any moneys Dbelonging to or
received by the Sstate of West Virginia or any of its agencies,
boards and commissions or any moneys for which the &state of
West Virginia is responsible,
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2.9. "Treasurer" means the West Virginia State Treasurer.

2.10. “Walid Bankers’ Surety Company” means a bankers’
surety company that meets the criteria established by this rule
and which the Treasurer has approved as acceptable for insuring
an eligible depository through the issuance of a deposit
guaranty bond.

§112-7-3. Qualification of Depositories for Receipt Accounts.

3.1. In order to qualify as an eligible depository for
deposits of state funds, a depository shall:

3.1.a. Be a state or national bank or a state or
federal savings and loan association registered, operating and
doing business in the State of West Virginia:;

3.1.b. For deposits of state funds less than one
hundred thousand dollars ($100,000.00), be insured by an agency
of the federal government;

3.1.c. For deposits of state funds over one hundred
thousand dollars ($100,000.00) be insured by either:

3.1.¢c.i. An agency of the federal government, or

3.1.c.11. A deposit guaranty bond issued by a
valid bankers’ surety company acceptable to the Treasurer;

3.1.d. Not have on deposit state funds in excess of
ninety percent (90%) of the value of collateral pledged on the
collaterally secured bond given by the depository, the value of
which shall be determined by the Treasurer; and

3.1. e. Meet all other requirements and provisions
of the W.Va. Code.

3.2. No depository in this State may serve or be eligible
for designation as a state depository if any employee o©of the
Treasurer’s office, or a spouse or minor child of that employee,
is an officer, director or employee of the depository or owns
greater than two percent (2%) of the depository either in his or
her own name or beneficially or an interest in the depository.
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3.3, An eligible &state depository for receipt accounts
shall submit proposed fee schedules for types of services
rendered by the state depository for receipt accounts,
including, but not limited to services such as wire transfers,
checks cashed, returned checks and cash handling. The proposed
fee schedules are subject to review and approval by the
Treasurer. If the fee schedules are approved by the Treasurer,
then the Treasurer shall enter into a contract with the eligible
state depository for receipt accounts to furnish the required
services. If the fee schedules are not approved by the
Treasurer, then the Treasurer may negotiate satisfactory revised
fee schedules with that state depository for receipt accounts or
select another eligible state depository for receipt accounts.

§112-7-4. Valid Banker'’s Surety Companies Issuing Deposit
Guaranty Bonds.

4.1. The Treasurer may approve a bankers’ surety company as
acceptable after receipt and review of a request for approval,
receipt of evidence that the surety company has met all of the
requirements of this rule, a review of information obtained
through an independent investigation of the surety company by
the office of the Treasurer, and consideration of such other
information as the Treasurer, in his or her discretion,
considers appropriate.

4.2. Before a state depository may be insured through a
deposit guaranty bond, the depository must first determine that
the surety company issuing the bond is a valid bankers’ surety
company approved as acceptable by the Treasurer. Any depository
insured through a deposit guaranty bond issued by a bankers’
surety company that is not approved by the Treasurer shall not
receive or hold for deposit any state funds.

4.3. Any bankers’ surety company that wishes to provide a
deposit guaranty bond to an eligible Sstate depository to insure
state funds shall first submit to the Treasurer a written
request for approval as a valid bankers’ surety company. A
surety company shall not issue a deposit guaranty bond to insure
| gstate funds on deposit with any eligible $&state depository
without receiving prior written approval from the Treasurer.

4.4. In order to qualify as a valid bankers’ surety
company, the surety company shall provide to the Treasurer:
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4.4.a. Evidence that it 1is registered to do business
in the State of West Virginia and is in good standing with the
West Virginia Insurance Commissioner and the West Virginia
Banking Commissioner;

4.4.b. Evidence that it has at least one current
superior rating by a nationally recognized statistical rating
service, such as A.M. Best or Moody’s;

4.4.¢c. A statement that it agrees to abide by all
applicable laws, rules and regquirements of the United States of
America and the Sstate of West Virginia, including, but not
limited to, those of the West Virginia Insurance Commissioner,
the West Virginia Banking Commissioner and the West Virginia
State Treasurer; and

4.4.d. Its most recent annual report.

4.5, Upon request of the Treasurer, the surety company
shall further submit any clarifying or additional information as
may be required for investigation and consideration of the
company.

4.6. In considering approval of a bankers’ surety company,
the Treasurer shall consider all other relevant factors and
available information acquired through due diligence that
affeetsaffect a company’s viability and capacity to provide
valid deposit guaranty bonds to eligible depositories in this
state.

4.7. All wvalid bankers’ surety companies shall submit
quarterly and annual reports and filings required by the
Treasurer, including, but not limited to, statements of
financial condition and verification a rating has not changed.
Information required from the surety companies may be filed
electronically or in such other manner as determined by the
Treasurer.

4.8. All valid bankers’ surety companies are subject to
review by the Treasurer’s office on a quarterly basis or more
frequently if the Treasurer believes it is warranted. If, after
any vreview, the Treasurer determines that a bankers’ surety
company no longer meets the Treasurer’s requirements, the
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Treasurer shall rescind the approval of the surety company,
immediately notify the surety company and the affected state
depository of the rescission of the approval, and take such
other actions as the Treasurer determines necessary in order to
protect state funds.

4.9. Any valid bankers’ surety company that has issued a
deposit guaranty bond insuring state funds shall provide the
Treasurer at least thirty (30) calendar daysft advance written
notice of intent to amend, cancel or not renew the bond. Any
state depository that has notice the surety company may or will
amend, cancel or not renew 1its deposit guaranty bond shall
immediately, and in no event in not less than thirty (30)
calendar days, notify the Treasurer and forward a copy of any
notice received to the Treasurer.

4,.10. If a state depository insured through a deposit
guaranty bond issued by a valid bankers’ surety company becomes
insolvent or 1in any way breaches its contract with the Treasurer
and fails to cure such insolvency or breach within five (5)
catendarbusiness days, the bankers’ surety company shall within
hirty—(36+three (3) business days of written notice from the
Treasurer remit to the S$state of West Virginia the amount of
funds determined by the Treasurer as required to make the state
treasury whole.

4.11. The Treasurer may require a state depository to post
a collaterally secured bond and pledge securities in lieu of a
deposit guaranty bond if the Treasurer believes it necessary to
protect Sstate funds.

§112-7-5. ContinuousDepositeoryCollaterally Secured Bonds.

5.1. The Treasurer may deposit money with an eligible
depository in excess of the amount insured by an agency of the
federal government or through a deposit guaranty bond issued by
a valid banker’s surety company if the depository provides a
collaterally secured bond in the amount of not less than Ten
Thousand Dollars ($10,000).

5.2. The amount of state funds on deposit in any depository
in excess of either the amount insured by an agency of the
federal government or the amount insured by a deposit guaranty
bond issued by a valid bankers surety company shall not exceed
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ninety percent (90%) of the value of collateral pledged on the
collaterally secured bond given by the depository.

5.3. The wvalue of the collateral used by an eligible
depository shall be determined by the Treasurer.

§112-7-6. Certificates of Deposit.

6.1. A state depository is not required to provide a bond
or security in lieu of bond if the deposits accepted are placed
in certificates of deposit meeting the following requirements:

6.1.a. The funds are invested through a designated
Sstate depository selected by the Treasurer;

6.1.b. The selected depository arranges for the
deposit of the funds in certificates of deposit in one or more
banks or savings and loan associations wherever located in the
United States, for the account of the state;

6.1.c. The full amount of principal and accrued
interest of each certificate of deposit is insured by the
Federal Deposit Insurance Corporation;

6.1.d. The selected depository acts as custodian for
the &state’s account; and

6.1.e. At the same time that the Sstatefs funds are
deposited and the certificates of deposit are issued, the
selected depository receives an amount of deposits from
customers of other financial institutions wherever located in
the United States equal to or greater than the amount of the
funds invested by the Sstate through the selected depository.

§112-7-7. Selection Procedures.

7.1. Each agency—board—and—ecommissien collecting moneys
for deposit in the state treasury shall notify the Treasurer of
its anticipated collections and deposits, including the extent
of the activity in its accounts, size of its accounts, frequency
of deposits, special services that may be needed, and other
information requested by the Treasurer. The agency may submit
its preferred choice or a list of preferred choices of $Sstate
depositories for receipt accounts. If the agency submits a
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preferred choice or list, it shall also submit a statement of
the reasons for its preference. However, the Treasurer 1s not
required to select a state depository preferred by an agencys
board—orcommission.

7.2, The Treasurer shall review the information submitted
and consider:

7.2.a. The activity of the various accounts;

7.2.b. The reasonable value of the banking services to
be rendered;

7.2.c. The value and importance of the deposits to the
economy of the communities and the various areas of the Sstate
affected; and

7.2.d. The proposed fee schedule of the recommended
depository, as required by Subsection 8.1 of this rule.

$112-7-8. Compensation.

8.1. Method of Compensation - An eligible state depository
for receipt accounts shall enter into an agreement for services
with the Treasurer, which agreement shall provide that the
eligible depository will be compensated for its services by any
one of the following methods:

8.1l.a. Compensating Balance: The compensating balance
shall be negotiated by the Treasurer and the eligible depository
and shall be Dbased, in part, on the anticipated activity
expected at the depository. The compensating balance left in
the Treasurer’s accounts shall offset fees. The compensating
balance agreement is subject to periodic review by the Treasurer
and re-negotiation or adjustment, as the Treasurer determines;
or

8.1.b. Account Analysis: The eligible depository
shall submit to the Treasurer a meonthly invoice. The invoice
shall reflect the total amount of actual activity for the period
billed at the rates established in its agreement with the
Treasurer, less any earnings, allowances or credits to which the
Treasurer may be entitled, and any other information required by
the Treasurer, which may include, without limitation, current
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monthly average balances, gservice descriptions, earnings
allowance rates, and a summary of balances and charges. The
Treasurer shall pay such invoices with a state check or through
an electronic funds transaction.

8.2. Compensation for Ancillary Services - The Treasurer
may, from time to time, require a depository to furnish certain
ancillary services 1in the course of providing the receipt
account services for which it was selected. The Treasurer shall
compensate the depository by one of the methods in subsection

| 8.1 of this Rrule.



SUMMARY OF COMMENTS AND AMENDMENTS

In addition to filing the proposed rule with the Secretary of State and the Legislative
Rulemaking Review Committee, we sent copies to various entities, including the West
Virginia Bankers Association and the Community Bankers of West Virginia, requesting
comments.

The only external comments we received were from the law firm of Bowles Rice
McDavid Graff & Love LLP on behalf of the West Virginia Bankers Association and the
Community Bankers of West Virginia. Attached are a copy of that letter and a copy of
our letter in response. During our internal review we noted that capitalization was
inconsistent, and found a few other problems.

Amendments to the rule include:

1. Clean-up in capitalization for consistency, and in Section 112-7-4.6 we corrected
the grammar by changing “affects” to “affect”.

2. Section 112-7-1.1 — We have added language to clarify that the rule does not
apply to certain issuers of bonds, nor to agencies with authority to make use of financial
institutions without approval of the Treasurer.

3. Sections 112-7-4.9 and 4.10 — Issues were raised concerning the calculation of
time for each of the matters in these subsections. We have clarified in 4.9 that the time
involved is calendar days. In 4.10, we expanded the time frame for notice for
insolvency or breach from five calendar days to five business days due to the nature of
some holidays. For the time frame in which the bankers’ surety company is to remit
payment the time frame has been reduced from thirty days to three business days, to
generally conform to the time frames specified in various surety bonds.

4. Section 112-7-5 — We have changed the title of the section from Continuous
Depository Bonds to Collaterally Secured Bonds to conform to the definition.
5. Section 112-7-7 — We have deleted the words “board and commission” in two

areas since these terms are already included in the definition of “agency” in Section
112-7-2.2.

6. Section 112-7-8 — We have inserted the word “invoice” at the end of the first
sentence as it was inadvertently omitted.




State of West Pirginia
OFFICE OF THE STATE TREASURER
CHARLESTON, WV 25305

Joun D. Perpug

STATE TRLASURER 1-800-422-7498

304-558-5000
August 29, 2008 FAX 304-558-4097

Paut W. HiLL WWW.WVSTO.COM
AssinTaNT STATE TREASURFR

Sandra M. Murphy, Esq.
Bowles Rice

PO Box 1386

Charieston, WV 25325-1386

Re:  Proposed Legislative Rule — 112 CSR 7
Selection of State Depositories for Receipt Accounts

Dear Ms. Murphy:

Thank you for providing comments on proposed Legislative Rule 112 CSR 7, entitled “Selection of
State Depositories for Receipt Accounts,” on behalf of the West Virginia Bankers Association and the
Community Bankers of West Virginia yesterday. We appreciate their input.

We have reviewed your comments and offer the following responses:

1. Section 112-7-3.2.
We appreciate your concerns. However, the language used in Section 112-7-3-3.2 is verbatim
from West Virginia Code §12-1-8.

2. Section 112-7-7.
When we drafted the Rule, we used language in Section 112-7-7.1 that contemplated only
agencies collecting moneys that were to be deposited into the treasury. We believe the
language used excluded the entities you list. However, since you are concerned, we have
added language to Section 112-7-1.1 since we believe that is the more appropriate location.

3. Section 112-7-8.
You are absolutely correct. We omitted the word “invoice” at the end of the sentence, and
have made the correction.
Again, thank you for the comments. If you have any further comments or have any questions, do not
hesitate to contact me.

Sincerely,

Diana Stout
General Counsel

DS:wlh

CC. State Treasurer John Perdue
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Re: Proposed Legislative Rule — Selection of State Depositories tor Reccipt Accounts

Dear Ms. Stout:

On behalf of the West Virginia Bankers Association and the Community Bankers of
West Virginia, we are writing to comment on the proposed Legislative Rule entitled “Selection of
State Depositories for Receipt Accounts.” Our comments are as follows:

1. Section 112-7-3.2- Qualifications of Depositories for Receipt of Accounts.
This Section provides that a bank is not eligible for designation as a state depository 1f “any

,,,,,, T S S DU -SRI fO R N 1 B e o L I IRt ETeery
SHApIGYCT Ok the Treasurer’s \Jfﬁlu\l, O & 5p0uase GF ifiiiol wiliiv Ul did Cinipioycy, s dli '\_,‘,lf-l\a\.d,

director, or employee of the depository or owns greater than 2% of the depository, either in his or
her name or beneficially or an interest in the depository™.

The Associations respectfully request that this section be either deleted 1n its
entirety, or substantially rewritten. We are particularly concerned about the provision relating to
officers, directors and employees of financial institutions. As currently drafted, the regulations
would effectively preclude a financial institution from serving as a state depository if one of its
employees, officers or directors has a spousc or parent that is employed by the Treasurer’s office.
First, this requirement will be very difficult 1o track and monitor. Second, it 1s not clear whether the
bank employee or officer may own any stock in the financial institution or whether the empleyee 13
prohibited from owning more than 2% of bank stock. Deletion of, or changes to this section are
particularly important because many financial institution provide 401(k) plans or employee stock
ownership plans that permit employees to purchase company shares.
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The regulation also applies to employces who are bank “officers”. We

believe this term 1s overly broad and should be deleted or changed to “executive officers”.

2. Section 12-7-7 - Selection Procedures. The Associations respectfully request
that this section be qualified by the statutory language found in West Virginia Code §12-1-2.

First, Section 12-1-2 provides that “boards, commissions and spending umts, with
authority pursuant to this code to deposit monies in the financial institution without approval of the
Staie Treasurer, shall retain that authority and are not required to have the Treasurer designate a
financial institution as a depository.”

Sccond, Section 12-1-2 provides that “the provisions of this section shall not apply to
the proceeds from the sale of general obligation bonds or bonds issued by the school building
authority, parkways, economic development and tourism authority, housing development fund,
economic development authority, infrastructure and jobs development council, water development
authority or the hospital finance authority.” This section should include these statutory exemptions.

3. Section 112-7-8 Compensation.

Sub-Section 8.1.b. Account Analysis. There appears to be language cropped
in the first sentence which reads “the eligible depository shall submit to the Treasurer a monthly.”

Thank you for the opportunity to comment on this proposed Legislative Rule. The
Associations may have further comments during the consideration of the proposed rule by the
Legislative Rulemaking Review Committee and during the 2009 Legislative Session. We
respectfully request an opportunity to discuss with you and Treasurer Perdue these comments and
other concerns that the Associations have regarding the proposed Rule.

Very iruly. yours,

SWA )/1’] W/fﬂ /jw

Sandra M. Murphy

SMM/jam
ce: Joe Ellison
Donna Tanner

2231504.1




State of Pest Pirginia
(N OFFICE OF THE STATE TREASURER
CHARLESTON, WV 25305

Jonn D. Perbue

S1ATE TREASURER 1-800-422-7498

304-558-5000
FAX 304-558-4097
PauL W. HiLL WWW.WVSTO.COM

ArssTanT STATE TREASURER August 29 2008

The Honorable Senator Joseph Minard, Chair
Legislative Rule-Making Review Committee
West Virginia Senate

Room 204W, Building 1

State Capitol Complex

Charleston, WV 25305

The Honorable Bonnie Brown, Chair
Legislative Rule-Making Review Committee
West Virginia House of Delegates

Room 207E, Building 1

State Capitol Complex

Charleston, WV 25305

Re: Legislative Rule 112 CSR 7
Selection of State Depositories for Receipt Accounts

Dear Chairman Minard and Chairman Brown:

Permission is requested to repeal the above-stated rule and to replace it with a new rule. Several
amendments have been made to West Virginia Code §12-1-1 et seq. over the last few years,
particularly enactment this year of House Bill 4692, which changes the methods available to financial
institutions to secure the deposit of state funds.

Amendments to Chapter 12 and changes in the banking industry necessitate dramatic revisions to
Legislative Rule 112 CSR 7. Enclosed is a blacklined version of the proposed Legislative Rule,
indicating the dramatic rewrite of the current rule. With the exception of two definitions, every other
provision of the Rule has been changed.

Your favorable decision in this matter will be appreciated. If you have any questions, do not hesitate
to contact me or my General Counsel Diana Stout. Thank you for your time and your consideration in
this matter.

Sincerely,

0. Pode.

John D. Perdue
State Treasurer
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TITLE 112
LEGISLATIVE RULE
STATE TREASURER’S OFFICE

SERIES 7
SELECTION OF STATE DEPOSITORIES
FOR RECEIPT ACCOUNTS

§112-7-1. General.

1.1, Scope. -= This leogislative rule Imptements—the
previtions—of-W Mo Code 812-F -2 ~whieh regnres re—Treasi ror
to--getest—establishes the West Virginia St = Treasurer’
requirements for the belecllun of depositories for recelpt
accounts. This rule does not apply to proceeds from the sale of
goneral obligation bonds or bonds iszsued by thc School Building
Authority, the Farkways, Economic Development and  Tourism
Authority, the  Housing Development — Fund, the Leonomic
Development Authority, the Infrastruciure and Jobs Developmqgﬁ
Council, the Water Development Aurhmrjty or the Hoﬂpltdl Elnancn
Authority. In_ addition, this rule not apply to agencies
with autho;iﬁy to deposit mone 1 _ tinancial 1nsﬁitutjons
withoul approval of the Sta@g“Treasuror,

1.2. Authority. -- W. Va. Code $12-1-2.
1.3. Filing Date. -—- Moy 61905
1.4, Effective Date. -- May—TF7-1888.

eReEa—PErpo8e e— rrte—ia—te
sEre—Jdegislarive et & oo

at - Lthe——seleetdon—of - e shadd—erabd
; e bradr the—wmest—oalffiaioant DY viee—at—the  Jowest
pessibte t=Repeal of former rule. - This legislative rule

repeals dnd T@pldLe% Wy 112C5R7 “Selection of State Depositories
for Recolpt ALLOpﬂtE filed May 6, 1998 and _effective May 7,

§112-7-2. Definitions.

For purposes of this rule, unless a different meaning is
clearly required by the context:

2.1. “Account Analysis” means a system of compensation by
which the Treasurer and an eligible depository enler into a
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contracl that provides for monthly ir
with detailed account activitie 1ll
less any earnings, all OWAEINICOS OF CI

2.2 "Agency" means and includes any department, board,
commission, division, bhranch office or other separate unit of
Sstate government, and any officer or employee thereof, who or
which collects moneys due the Sstatesr.

2.3. “"Collaterally 3Sec ur Bond” means a  confinuous bond- ‘Formatted NoSpéE;;;indent First line:
payable to Lhe state of West Virginia, conditioned upon  tho Jgaf;;e/;'tiﬁ:pacebetweenparagraphsofthe
prompt payment, whenever awfni y required, of any state tund b e
or_any part thereof. Th(“ form of Lhe collaterally Lecme’d bonc

iy 15t bo approved bv_ the Wost Virginiz Banking (_.Oml’l’._._—,_—»_LOI_l__é‘I and

Lhe Z\TTOTHPV General pursuant to W.Va. de §31A-4-31.
to thb approval of Hw Treasurer, the amount of the }wmd may hp
incr reased or de f.’e sed or the bond may be _T;Ppla(_,(:d by @ new
bond. Collateral for the bond shall consist of bonds of the
_L_}_nlfr._q_d States, bonds o credit of the federal land
banks, of the federdl anks, or bonds of the state of
West V_Lrg__l_nla or any county, district or munic lpalﬂ'y of the
Sltale, or other bonds, letters of credit or s_ccumtle.‘? r_ipprov_ed
by the Trcasurer.

2. 24 "Compen%ating bBalance" means the Cash balance which

the deposﬂ_ory for its servicess;.

2.5. “Deposit Guaranty Bond” means a bond unde rwritten by
an_ insurance company authorized to do business in this state
providing coverage for deposits of stale funds that are in
excess  of the amounts insured by an agenoy of the fedoral

e 0 Spacing, Indent: First fine;
Depository” or “State Depository” means a state or national bank ga-:’ne’;‘tjydl:pacebet""ee"pa'agraphs"”he
or a state or fe(_ierdl savings and

2.6. “Depository,” “Eligible Deposilory,” “Eligible State-« - "Formatted:

association that mcots —_ S
the criteria of this rule for bec ng a depository for the
deposit of state funds.

" means those accounts in which axe

depos Hed—moneys—hed onging

or—anyagency of-—+the—stater—ardstale funds sve deposited.

2.37. "Receipt =Accounts
.

sr—ehue -Ehe—State——of West Virginia

2.8, “State Funds” means any moneys belonging to  or- ‘Formatted: No Spacing, Indent:
received by the state of West Virginia or any of its adgencies, lgafm:‘Z_ttﬂ;:espacebetweenparagraphsofthe
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3.1.b. For e
hundrad thousand dollars (%
of the federal governmeont;

its of less than one

nzured by an agoncy

For dep

its of slLate funds over one hundred

(ﬁlO0,000,00f_m inﬁpred_hi_gmthﬁr:

3.1.c.i.  nnoagency of tha [oderal government, or

A

A > auaranty bond issued by a
company ace

aptable to the Treasurer;

valid

o 3.1.d. Not have on deposit state funds in excess of
ninety peorcent (90%) of the value of collateral pledged con the
co]]aﬁepayly securcd ang_gLyen by the deposilory, the valuc of
which shall be determined by the Treasurer; and

31 e Meet all other reguirements and provisions
of the W.va. Code.

3.2. No_depository in this State may serve or be eligible
for designation ag a stafe depository if any employee of the
Treasurer’'s office, or a spouse or mino: child of that omployee,
is an offichL_q;Eeéggg or employce of Lhe depository or owns
greater than two percent (2%) of the depository either in his or
her own name or beneﬁ}&ially or an intcrest in the depository.

3.3. An eligible state depository for receipt accounts
shall submit proposed fec schedules for types of services
rendered by the state depository for receipt accounts,
including, but not limited to services such as wire transfers,
checks cashed, returned checks and cash handling. The proposed
fee schodules are subjogt to review ana  approval by  the
Treasurer. If the fee schedules are approved by the Treasurer,
then the Treasurer shall epter into a conlract with the eiiqible
state depository for receipt accounts  to furnish the reﬁuiggﬁ
services. Tf the fee schedules are not approved by the
Treasurer, then the Treasurer may negotiate satisfactory revisged
fee schedules with that state depository for receipl accounts or
select another eligible state depository for roceipt accounts.

§112-7-4. Valid Banker’s Surety Companies Issuing Deposit
Guaranty Bonds.

4.1, The Treasurer may approve a bankors’ surety company as
accoptable after receipt and review of a request for approval,
i of evidence that the surety company has_met all of the
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vequiremenls ol this rule, a review of information obtained
through an independont inve slion of the surcty company by
the office of the Treasurer, and considocration of such oLther
information as  the
considers appropriat

Treszurer, in his oL her discretion,

I

_ 4.2, Before a state depository may be insured Lhrough a
deposit g anty bond, the depository must first determine that
Lhe surcty company issuing the pond iz a valid hankers’ surety
company approved as acceptalble by Lhe Treasurcr.
insured through & deposit guaranty bond isszued by a bankers’
surety company that is not approved by the Treasurer shall not
receive or hold for depesit sny slate funds.

... A4.3. Any bankers’ surety company that wishes to provide a
deposit guaranty bond to an cligible state depository to insure
state funds shall first submit o the Treassurer a written
regquest for approval az s valid bankers’ surety company. A
Surety company shall not ilssus a deposit guaranly bond te insurce
slate func on  deposit  wilh “ahy e]igiblemmggﬁL\mmgéﬁ&éitorz
without receiving prior written approval from the Trcasurer.

) 4.4, Tn  order B
company, the surety company shall provide Lo

o qualify as a valid bankers’ surety
“he Treasurer:

4.4.a. Evidence that it is registcred to do business
in the State of West Virginis and is in good standing with thc
Wesﬁ'_V4;gjnia Insurance Cﬁmmis§ioner and Lhe WEEF_ Virginia
Banking Commissioner;

4.4.b. Evidence that it has al least one current
superior rating by & nationally recognized statistical rating
-

service, such as BR.M. Dest or Mo 8 ;

4.4.c. A etatement that 1t agrees to abide by ali
applicable laws, rules and roguirements of the United States of
America and the state of West Virginia, including, but not
timited to, those of the West Virginia Insurance Commissioner,
the Wesl Virginia Banking Commissionsr and the West Virginia
State Treasurer; and '

1.4.d. its

most recent annual report.

4.5, Upon request of the Treasurer, the surcty company
shall further submit any clarifying or additrional information as
may be reguired for invesligation and consideralion of the

company.
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] 4.6. 1n considering approval of a bankcrs! surety company,
the Treasurcr shall consider all other relcvant factors and
@yaiféble information quUllPd through due diligence that affect
a company’s viability and capacity to provide valid deposit
§£§;qpty beonds Lo eligible deﬁds{LOfies_im Lhis stale. .

4.7. A1l wvalid bankers’ surety companies ~shall submit
guarterly and anoual reports and filings roguired by the

Treasurer, including,  but  neot  limited to, statements  of
financial condition end verification a rating has not chan(d
Iinformation reqguired fTom the surety companies may be fll?d

elcctronically _or in auuh other manncr &s i&fﬁlmlﬂed by the
Treasurer.

4.8. All valid pankers’ surely companies Aare subject Lo
revicw by thec Treasurer’s office on a quarterly basis or more
frequently if the Treasurer believes it is warranted. If, after
any review, the Treasurcr determinev that a bankers’ surety
company no _longer meefs the Ulreasurer’ réquirements, the
Treasurer shall rescind the apprpyal aof _Lhe surety company,
immediately notify thc surelty company and the affected state
depository of the rescission of the approval, and take such
other actions db the Treasurer determines ngcéssary_in order to
protect state funds.

4.9, Any valid bankers’ surely company that has issued a
deposit guaranty bond insuring state funds_shall provide the
Treasurer at least thirty (30) calendar days advance written
notice of intent to amend, cancel or not renew the bond. Any
state deOaLfory that has notice the surety company may or will
amend, cancel or not renew its deposit guaranty bond shall
inmed;aLe v, and in no  event  in  not leh,u than _thirty (30)

calendar days, notify the Treasurer and forward a copy of any
noLlce received to £he Trocasurer. ) )

4.10. If a state depository dinsured through a deposil
guaranty bond 1%Hued by a valid bankers’ surety company becomes
insolvent or In any way broavhés its conlract with the Treasurcr
and fails to cure such insolvency or breach within five (5)
business days, the bankers’ surety company shall within threec
(3) business days of written notice from the Treasurer r@mlt_}m

the state of West Virginia the amount of funds determined by the
Treasurer as roquired to make the state tlcasH;y wholo.

) 4.11. The Treasurer may require a state depository Lo post
a_ colldterdlly sec ured bond and pledge securities in licu of a
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deposit guaranty bond if the Treasurer helieves i necessary to
protect state funds.

§112-7-5. Collaterally Secured Bonds.

2.1, The Treasurer may deposit money with  an ~eligible
déposiLory in exc 5 of the amount insured by an agency of the
tederal gove xnmenf or through a deposit guaranty bond issued by
a valid barker’s surcty company 1f the depesitcry provides .i
collaterally recured bond “jh the amount of not less than Ten
Thousand Dollars ($10,000) .

.9.2. The amount of state funds on deposil in any_depository
in_cxcess of either the amount insured by an agency of the
foderal governmenl or the amount insureqmby-a deposit guaranty
bond issued by a valid bankers surety company shall not excced
i ;Fy percent"f9)%) of the value of collaleral pledqeq_on the
collaterally secured bond given by CQEMQEPObItOIy.

5.3. The wvalue of the collateral used by an  eligible
deOblTOIy shall he dPLPImlﬂCd by ithe Treasurer.

§112-7-6. Certificates of Deposit.

6.1. A state depository is not required to provide a bond
or security in licu of bond if the deposits accvpfed are placed
in certificates of QPp031t meeting the following requircements:

6.1.a. The funds are invested through a designated
state depository selected by the Treasuter;

6.1.b. The selected deposilory arranges for Lthe
crpoa¢L_9f_the funds in LGIfoTLi\&._OL deposit in one or more
banks or savings and loan associations wherever located in the

United States, fo; the account of Lhe state;

o .6.1.c. The full amount of principal and accrued
intercst of cach certificate of deposit 1is insured by the
Federal Deposit Insurance Corporation;

) 6.1.d. The selected depository acts as custedian for
the state’s account; and

_ 6.1.#. At the same time that Lthe state funds are- [ Formatted: osmmm,mmSmmtmwmn'w
deposited and the certificales of deposit are issucd, the \paragraphs of the same style ]
selecled  dopository receives an amount  of  deposits from

customers of other financial institutions wherever located in
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the United States egual to or greotor than the amount of the
Tunds invested by the sitate through the selected depository.

§112—7—4Z. Selection Procedures.

_7.1 Fach eeiectimg—agency collecting moneys for deposit
in  the stale treasury shall notify the Treasurer of its
anticipated collections and deposits, including the extent of
the activity in its accounts, size of its accounts, frequency of
deposits, special services that may be needed, and other
information requested by the Treasurer. The agency atse—may
submit its preferred choice or a list of preferred choices of
State depositories for receipt accounts. If the agency submits a
preferred choice or a list  of preferred choices tor state
depositories for receipt accounts. the agency submits a
proferred choice or list, it shall also submit a statement of
the reasons for its preference. However, the Treasurer is not
required to select a state depository fer—receiph—acesunts—or
other—depesiteries—within the state—preferred by the agency.

.. 7.2 The Treasurer shall review the information submitted
by—the—ageney-and shal +--consider:

At 7.2.a. The activity of the various accounts;

4vd~  7.2.b. The reasonable value of the banking services
to be rendered,

R 7.2.c. The value and importance of the deposits to
the economy of the communities and the wvarious areas of the
Sstate affected; and

4ade- .24 The recemmended—stolo—depesitory —for—rece FpE
deeﬁﬁﬂts—proposed fee schedule of the recommended deposilory, as
required by Subsection 5-38.1 of this rule.

§112-7-B8. Compensation.

=8.1. Method of Compensation - A—=Eatehn eligible depository
for receipt accounts shall entcr into an agreement for services
with the Treasury, which agrcement . shall provide that the
rl1q¢ble depoaltory will be compensated for its services by any

one of the following shree methods:

£ - = yex S = O Ay ¥y
iR componsa bing—bod ance—cemputed by the—Treasurer—on

= o3 PR - I o e - - i
a - meorthly—basis—using —£h average—eeldectod —balanee The
Eeniienn ) e s ot x A & £ ey 2o R -
Fredsurer—shalbl—eeteudtitbe—the monkhly —betal 3 for—th TR Oeg

Formatted Font Not Boid
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) ~8.1.b. Account fNnalysis: The «ligible depository-
?h_;ill submit to the Tr irey @ monthly ice. The invoice
shall rellect the tot: amount of actual ity for the period
L Lhe ates ecstablished in its agreement with the
o '% any earnings, all owances wr credits Lo which the
SUT Dc:. .ont j.tled___, cand any othar information requ_ired by
Treasurer, which way include, without limitation, currvent
monthly average  balances i3 riplions, earnings
allowancgm_faﬁésﬁ__and a summary of bals ~and charges. The
Treasurey shall pay such state check or through
an_eleclronic funds transaction.
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55.2. Compensation for Ancillary Services - The Treasurer
may, from time to time, require the depositery to furnish
certain ancillary services in the course of providing the basie

servicereceipt account services for which it was selected. Feor
example,;  the--Treasurer wmay —speeiiy. that—s—state depositery for
receiphs gecourts  ohald Frrendah sRalytical - -reportss The
Treasurer—Hay—atso—speativy-that-a—sEat fepesittory {or rocedipts
accounts shallb-be—sompensated for— tho ~cosbra—Fro—furpish—servrees
yi—a—— - ow—through-—kEasiss Thrs the-- -The Treasurer shall

compensate the state depositories for receipt accounts by one of
the #hree—methods in Subsection &58.1 of this Rrule.
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