


S t a t e  o f  A l a s k a

W A L T  h w R N A C E .C H A IR M A N  

R IC K  U E H L IN G , V IC E  C H A IR M A N  
J O H N  C O W D E R Y  

N IIL O  E. K O ’ O N E N  
H U G H  M A L O N E  

J O H N  R IN G S T A D  
R O N  W h N D T E

H o u se  L a bo r  an d  Co>d ie r c e  Co m m it t ee  

A p r i l  5, 1983

To: R e p r e s e n t a t i v e  W a l t  F u r n a c e ,  C h a i r m a n

H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

From: O e i T e r s o n  B. B a r r y  Q~-

P r o f e s s i o n a l  A i d e

Re: H o u s e  B i l l  111

I n t r o d u c t o r y  A n a l y s i s

H B 1 1 1  p r o v i d e s  t h a t  i n v e s t m e n t s  and d e p o s i t s  of p u b l i c  

m o n e y  m a n a g e d  b y  the D e p a r t m e n t  of  R e v e n u e  be p l a c e d  w i t h  

A l a s k a  s t a t e  b a n k s  if the b a n k s  w i l l  o f f e r  the s a m e  t e r m s  

a n d  c o n d i t i o n s  as a f o r e i g n  b a nk. T e s t i m o n y  b y  the 

D e p a r t m e n t  o f  R e v e n u e ,  v e r f i e d  b y  the b a n k i n g  i n d u s t r y ,  

i n d i c a t e s  th a t  this is the c u r r e n t  p r a c t i c e  b y  the 

D e p a r t m e n t  of R e v e n u e .  No f i n a n c i a l  i n s t i t u t i o n  w h i c h  f e e l s  

th a t  t h e y  h a v e  b e e n  le f t  out h a s  b e e n  i d e n t i f i e d ,  n o r  h a s  

a n y o n e  c o m e  f o r w a r d  w i t h  t e s t i m o n y  w h i c h  w o u l d  s h o w  t h a t  

this is n o t  the c u r r e n t  p r a c t i c e .  T h e r e  h a s  b e e n  n o  

i n d i c a t i o n  n o r  t e s t i m o n y  th a t  the D e p a r t m e n t  of  R e v e n u e  has 

a n y  p l a n s  to c h a n g e  t h e i r  p r a c t i c e .

W h i l e  the f o c u s  of  this l e g i s l a t i o n  is c o n s i s t e n t  w i t h  

p u b l i c  p o l i c y ,  it w o u l d  a p p e a r  that t h e r e  is n o t  a 

d e m o n s t r a t e d  n e e d  for it at t h i s  time. H B 1 1 1  a l s o  c a r r i e s  a 

$ 7 2 , 0 0 0  f i s c a l  n o t e  f o r  F Y S A a n d  w o u l d  i n c r e a s e  the 

b u r e a u a c r a c v  by a d d i n g  p e o p l e  to m a i n t a i n  r e c o r d s  and be  

able to sh o w  c o m p l i a n c e  w i t h  the p r o v i s i o n s  of H B  111. The 

f i s c a l  r e q u i r e m e n t s  are $ 7 1 , 0 0 0  for F Y 8 5 , and $ 7 8 , 0 0 0  for 

F Y 8 6 .

P O U C H  V 
J U N E A U , A L A S K A  99811 
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I n t r o d u c e d :  1 / 2 4 / 8 3  // * ,
R e f e r r e d :  L a b o r  & C o m m e r c e  ( & & /
a n d  F i n a n c e  “

1 I N  T H E  H O U S E  B Y  L I N D A U E R

2 H O U S E  B I L L  NO. Ill

3 I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to i n v e s t m e n t s  a n d  d e p o s i t s  of

7 p u b l i c  m o n e y  w i t h  f o r e i g n  b a n k s . "

8 B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  ALASKA:

9 * S e c t i o n  1. A S  3 7 . 1 0 . 0 7 8  is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  to read:

10 (b) T h e  c o m m i s s i o n e r  of r e v e n u e  m a y  not m a k e  a n  i n v e s t m e n t  o r

11 d e p o s i t  w i t h  a/^foreign banly u n l e s s  t h e r e  is no  s t a t e  b a n k  tha t  w i l l

12 a c c e p t  all or a p o r t i o n  of the i n v e s t m e n t  or d e p o s i t  u n d e r  th e  s a m e

13 t e r m s  or c o n d i t i o n s .  Th e  c o m m i s s i o n e r  s h a l l p r o m u l g a t e  r e g u l a t i o n s

14 w h i c h  p r o v i d e  f o r  e q u a l  p a r t i c i p a t i o n  b y  all s t a t e  b a n k s  w h i c h  d e s i r e

15 to p a r t i c i p a t e  in the i n v e s t m e n t  or d e p o s i t  of funds u n d e r  t his sub-

16 section.

17 (c) In this s e c t i o n

18 (1) " f o r e i g n  b a n k "  m e a n s  a bank, trust c o m p a n y ,  s a v i n g s

19 bank, i n d u s t r i a l  bank, b u i l d i n g  a n d  l o a n  a s s o c i a t i o n ,  s a v i n g s  a n d  l o a n

20 a s s o c i a t i o n ,  cr e d i t unior or o t h e r  s i m i l a r  l e n d i n g  o r g a n i z a t i o n  the

21 p r i n c i p a l  o f f i c e  of w h i c h  is in a n o t h e r  state;

22 (2) " s t a t e  b a nk "  m e a n s  a b a n k  c h a r t e r e d  to c o n d u c t  the

23 b u s i n e s s  of b a n k i n g  in this state but d o e s  not i n c l u d e  a s t a t e ___b a n k

24 which is controlled bv_a n - Q U t - o f - s tate bank holding company.
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S la sk a  Js>tate le g is la tu re
Representative John Lindauer 
District 10-A 
3933 Geneva Place 
Anchorage, AK 99508

^ou £»e  o f &epreSentattbcS

M a r c h  1, 1983

TO: H o u s e  L a b o r  a n d  C o m m e r c e  Committeem m i t t e ^

FROM: R e p r e s e n t a t i v e  J o h n  L i n d a u e r

RE: H o u s e  B i l l  # 111: "An A c t  r e l a t i n g  to i n v e s t m e n t s  and

d e p o s i t s  o f  p u b l i c  m o n e y  w i t h  f o r e i g n  b a n k s . "

T h e  i n t e n t  o f  H B  #111 is t o  r e q u i r e  t hat A l a s k a ' s  m o n e y  be d e p o s i t e d ,  

i n v e s t e d ,  a n d  a d m i n i s t e r e d  by A l a s k a n  f i n a n c i a l  i n s t i t u t i o n s  to th e 

g r e a t e s t  e x t e n t  p o s s i b l e  w i t h o u t  los s  o f  i n c o m e  o r  s e r v i c e .

C u r r e n t l y ,  9 7 . 2 %  o f  A l a s k a’s p u b l i c  f u n d s  ar e i n v e s t e d  o u t s i d e .

9 0 . 9 %  ( $ 3 , 4 6 9 , 3 6 6 , 0 2 2  as o f  12/31/82) of t h o s e  f u n d s  a r e  i n v e s t e d

t h r o u g h  B a n k  of A m e r i c a  in  f e d e r a l  s e c u r i t i e s .  T h e  r e m a i n i n g  6 . 3 %  

( $ 2 4 0 , 2 5 9 , 2 4 5  - of 1 2 / 3 1/ 8 2 )  is i n v e s t e d,  p r i m a r i l y  t h r o u g h  the B a n k

o f  A me r i c a ,  ' f i c a t e s  o f  D e p o s i t ,  C o r p o r a t e  B o n d s ,  B a n k e r s

A c c e p t a n c e s ,  1 ial p a p e r  and g o l d  (held in H a n o v e r  T r u s t ) .

T h e  2 . 7 %  ( 1 0 5 , !6 as o f  12/ 31 / 8 2 )  o f  A l a s k a ' s  m o n e y  t h a t  is 

a c t u a l l y  h e l d  in A l a s k a  i s  d e p o s i t e d  w i t h  t w e n t y - t h r e e  f e d e r a l  c r e d i t  

unio n s ,  A l a s k a  N a t i o n a l  Bank, A l a s k a  P a c i f i c  Bank, B . M .  B e h r e n d s  B a n k ,  

A l a s k a  M u t u a l  B a n k  a n d  Mt. M c K i n l e y  M u t u a l  S a v i n g s  B ank.

W h i l e  f e d e r a l  b a n k i n g  l a w s  m a y  l i m i t  h o w  m u c h  o f  t h e  m o n e y  c o u l d  

a c t u a l l y  be p l a c e d  in an y  o n e  A l a s k a n  bank, k e e p i n g  a s  m u c h  a s  

p o s s i b l e  in A l a s k a  w o u l d  s t r e n g t h e n  the s t a t e ' s  e c o n o m y .

T h e  B a n k  o f  A m erica, w h i c h  is c u r r e n t l y  the p r i m a r y  b e n e f i c i a r y  o f  

the s t a t e ' s  i n v e s t m e n t s ,  is a f i n e  C a l i f o r n i a  bank. A l l  C a l i f o r n i a n s ,  

w i l l  be s o r r y  a b o u t  the t e r m i n a t i o n  o f  ou r e f f o r t s  to p r o v i d e  t h e i r  

b a n k  w i t h  l o a n a b l e  f u n d s  a n d  h i g h e r  e a r n i n g s .  O u r  o w n  b u r e a u c r a t s  w i l l  

r e g r e t f u l l y  b e  d e p r i v e d  o f  e x c u s e s  to v i s i t  S a n  F r a n c i s c o .  O u r  

r e s p o n s i b i l i t y ,  h o we v e r ,  is to A l a s k a n s  and the p r o s p e r i t y  o f  A l a s k a .



^ T A T F  H F  Al A 9 K A

PRELIMINARY STATEMENT OF FISCAL IMPACT

B i l l  f ic :  HB 111_____________________________________________Date on B i l l :  1 /24/83__________
T i t le ^n act re lating  to investments and deposits of public money witn toreign "oanRS.
Sponsor: \ jpdauer______________________________________________________________________________“ _______________
Requestor: Labor & Commerce  _______________

1. Estimated f i s c a l  impacts on:

a. Expend itu res :
(Thousands of P o l l a r s )

1 FY 83 FY 84 | FY 85 I FY 86 1
iC a p itc l i 1
1 Operating i 72 1 71 '.78 I
iTota l -0- 72 1 71 .. Z8 , . 1:

b. Revenues: 
IRevenue I

2. Source o f funds to o f f s e t  f i s c a l  impact of b i l l :

3. Assumptions:

The operating costs  are fo r  an Investment O ff ic e r  I and an Accounting Technician I .  .
A 10% increase i s  added each year th e re a f te r ,  with a $5,000 equipment cost in  FY 84.

The Investment O f f ic e r  i s  needed because investing  in Alaska requ ires  a g reater amount of 
time than in  the national market. Due to the lack  of a secondary market fo r  s ta te  bank 
s e c u r i t ie s  each bank must be contacted on a d a i ly  bas is  fo r  t h e i r  cu rrent o f fe r in g s .

The Accounting Technician I i s  needed to account fo r  the increased number of c o l la t e r a l  
requirements. Investments in sm alle r s ta te  banks have higher c o l la t e r a l  requirements
bv law than deposits in la rg e r  foreign banks.

4. D is c la im e r :
T h is  statement has not been reviewed by the 0MB in the O ff ic e  of the Governor. I t  th e re ­
fo re  does not represent the f in a l  estimate of f i s c a l  impact.

Phone: s~-e)-a op_________
Date: “  _____________

Date: ,_____________________________________________________

5. D is t r ib u t io n :
O r ig in a l  to L e g is la t iv e  Finance 
Copy to 0MB 
Copy to Sponsor
Copy to Requestor  2/15/83

Prepared By: QPP\
D i v i s i o n : /  /

Approved by Commissioner: / y  t L jy b r
Depa rtm ent: __________
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