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Professional Aide

Re: House Bill 111

Introductory Analysis

HB111 provides that investments and deposits of public
money managed by the Department of Revenue be placed with
Alaska state banks if the banks will offer the same terms
and conditions as a foreign bank. Testimony by the
Department of Revenue, verfied by the banking industry,
indicates that this 1is the current practice by the
Department of Revenue. No financial institution which feels
that they have been left out has been identified, nor has
anyone come forward with testimony which would show that
this 1is not the current practice. There has been no
indication nor testimony that the Department of Revenue has
any plans to change their practice.

While the focus of this legislation is consistent with
public policy, it would appear that there 1is not a
demonstrated need for it at this time. HB111 also carries a
$72,000 fiscal note for FYSAand would increase the
bureauacracv by adding people to maintain records and be
able to show compliance with the provisions of HB 111. The
fiscal requirements are $71,000 for FY85, and $78,000 for
FY86.
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Introduced: 1/24/83 /7 =

Referred: Labor & Commerce C & & /
and Finance “
IN THE HOUSE BY LINDAUER

HOUSE BILL NO. 111
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to investments and deposits of

BE

public money with foreign banks."
IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 37.10.078 is amended by adding new subsections to read:
(b) The commissioner of revenue may not make an 1investment or
deposit with a/~foreign banly unless there is no state bank that will
accept all or a portion of the investment or deposit under the same
terms or conditions. The commissioner shall promulgate regulations
which provide for equal participation by all state banks which desire
to participate in the investment or deposit of funds under this sub-
section.
(c) In this section
(1) "foreign bank™ means a bank, trust company, savings
bank, 1industrial bank, building and loan association, savings and loan
association, credit unior or other similar lending organization the
principal office of which is in another state;
(2) “"state bank™ means a bank chartered to <conduct the
business of banking in this state but does not include a state__ bank

which is controlled bv_an-QUt-of-state bank holding company.

3) r£ (/S l -1- HB 111



Slaska Jo>tate legislature

Representative John Lindauer
District 10-A

3933 Geneva Place
Anchorage, AK 99508

"ouEre of &epreSentatthcS

March 1, 1983

TO: House Labor and Commerce Commiititee”
FROM: Representative John Lindauer
RE: House Bill #111: "An Act relating to investments and

deposits of public money with foreign banks.™

The intent of HB #111 1is to require that Alaska®s money be deposited,
invested, and administered by Alaskan financial institutions to the
greatest extent possible without loss of income or service.

Currently, 97.2% of Alaska ™ public funds are invested outside.
90.9% ($3,469,366,022 as of 12/31/82) of those funds are invested

through Bank of America in federal securities. The remaining 6.3%
($240,259,245 - of 12/31/82) is invested, primarily through the Bank
of America, "ficates of Deposit, Corporate Bonds, Bankers
Acceptances, 1 1al paper and gold (held in Hanover Trust).

The 2.7% (1 05 , 16 as of 12/31/82) of Alaska®"s money that is
actually held in Alaska is deposited with twenty-three federal credit
unions, Alaska National Bank, Alaska Pacific Bank, B.M. Behrends Bank,
Alaska Mutual Bank and Mt. McKinley Mutual Savings Bank.

While federal banking laws may limit how much of the money could
actually be placed in any one Alaskan bank, keeping as much as
possible in Alaska would strengthen the state®"s economy.

The Bank of America, which 1is currently the primary beneficiary of

the state"s investments, 1is a fine California bank. All Californians,
will be sorry about the termination of our efforts to provide their
bank with loanable funds and higher earnings. Our own bureaucrats will
regretfully be deprived of excuses to visit San Francisco. Our
responsibility, however, 1is to Alaskans and the prosperity of Alaska.



ATATF HF Al A9KA
PRELIMINARY STATEMENT OF FISCAL IMPACT

Bill fic: HB 111 Date on Bill: 1/24/83

Title”™n act relating to investments and deposits of public money witn toreign "oanRS.
Sponsor: \jpdauer “

Requestor: Labor & Commerce

1. Estimated fiscal impacts on:

a. Expenditures:
(Thousands of Pollars)

1 FY 83 FY 84 | FY 8 | FY 86 1
iCapitcl i 1
10perating i 72 1 7 .78 |
iTotal -0- 72 1 71 Z8 , . I

b. Revenues:
IRevenue |

2. Source of funds to offset fiscal impact of bill:

3. Assumptions:

The operating costs are for an Investment Officer | and an Accounting Technician 1.
A 10% increase is added each year thereafter, with a $5,000 equipment cost in FY 84.

The Investment Officer is needed because investing in Alaska requires a greater amount of
time than in the national market. Due to the lack of a secondary market for state bank
securities each bank must be contacted on a daily basis for their current offerings.

The Accounting Technician | is needed to account for the increased number of collateral

requirements. Investments in smaller state banks have higher collateral requirements

bv law than deposits in larger foreign banks.
4. Disclaimer:

This statement has not been reviewed by the OMB in the Office of the Governor. It there-
fore does not represent the final estimate of fiscal impact.
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5. Distribution:
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