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IN THE SENATE

H O U S E  CS FOR CS FOR S E NATE BILL NO. 93 (Judiciary) 

IN THE L E G I S L A T U R E  O F  THE S T A T E  OF A L A S K A  

FI F 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 SIONI
11 il

A BILL
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"For an Act entitled: "An Act r e l a t i n g  to i n v e s t m e n t s  by financial insti-
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t u t i o n s ."
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'.EE IT ENACTE D EY THE L E G I S L A T U R E  OF THE S T A T E  O F  ALASKA:
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* Section AS 06.C5.180 is a m e n d e d  to read:

Sec. 06.05.180. POWERS AS T R U S T E E  A U T H O R I Z E D .  Every ba nk o r g a n­

ized u n d e r  this chapter, subject to the r e s t r i c t i o n s  and limitations 

of laws and the regulations of the d e partment, may

(1) act as trustee u n d e r  any m o r t g a g e  or bond issued by the 

state, or any municipality, b o d y  p o l i t i c ^  or corporation, foreign or 

domestic, and accept and execute any m u n i c i p a l  or corporate trust not 

p rohibited by the laws of this state;

(2) accept a trust from, and e x e c u t e  a trust for a married 

wo m a n  in r e s p e c t  to the m a r r i e d  w o m a n ' s  [HER] separate property, and 

act as agent in the m a n a g e m e n t  of the p r o p e r t y  or transact any b u s i­

ness in r e l a t i o n  to the property;

(3) act u nd er the o r d e r  or a p p o i n t m e n t  of a court of compe-

jl
j| tent j u r i s d i c t i o n  including any p r o b a t e  court as guardian, receiver,

or trustee of the estate of a minor, and as depo si t o r y  of m o n e y  paid 

into court for the b e n e f i t  of any person, c o r p o r a t i o n ^  or party, and 

in any othe r fiduciary  capacity;

(A) act u n d e r  the orde r or a p p o i n t m e n t  of a court of c o m p e­

tent j u r i s d i c t i o n  i ncluding a n y  p r o b a t e  court as trustee, guardian, 

receiver or committee of the e s tate of a lunatic, idiot, spendthrift, 

person of u n s o u n d  mi nd or h a b i t u a l  drunkard, or as receiver or

-1- HCS CSSB 93(Jud)
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committee of the property or estate of any person in insolvency or 

bankruptcy proceedings;

(5) act as executor or administrator with or without the 

will annexed of the estate of a deceased person;

(6) accept and execute any legal trust, duty and power in

regard to the holding, management and disposition of any estate, real

or personal, wherever located, and the rents and profits from it, or

the sale of it, as may be granted or confided to it by a court of

competent jurisdiction including any probate court or by any person,

corporation, municipality or other authority, and is accountable to

all parties in interest for the faithful discharge of every trust, 

duty_j_ or power which it may accept;

(7) accept and execute any trust or power conferred upon it

by any person or any body politic or domestic or foreign corporation,

or any other authority, grant, assignment, transfer, devise, bequest

or otherwise, or which may be entrusted or committed or transferred to 

it by order of a court of competent jurisdiction including any probate 

court;

(8) receive, manage, hold and dispose of according to the 

terms of any trust or power any property or estate, real or personal, 

which may be the subject of any such trust or power;

(9) act as the f ! seal or transfer agent of the United

States or of any state, territory, municipality, or other body poli­

tic, and in this capacity may receive and disburse moneys, transfer, 

register and countersign certificates of stocks, bonds, or other 

evidences of indebtedness^

(10) whenever the instrument or power governing the fidu­

ciary relationship directs, requires, authorizes, or permits invest­

ment in obligations of the United States government, invest in the

HCS CSSB 9 3 ( J u d ) - 2 -



obligations, for s h o r t - t e r m  cash m a n a g e m e n t  pur poses, either directly

or in t h e  f o r m  of s e c u r i t i & s  of, or o t h e r  i n t e r e s t s  in, a money market 

mutual f u n d  o p e r a t i n g  as an open-end m a n a g e m e n t  type investment c o m­

pany or i n v e s t m e n t  trust registered u n d e r  15 U.S.C. 80a-1 - 80a- 6 A 

(Investment C o m p a n y  Act of 1 9 A 0), if

(A) the p o r t f o l i o  of the i n v e s t m e n t  c o mpany or invest­

me n t  tr ust is limited to obligations of the U n i t e d  States govern-

m e n t  and r e p u r c h a s e  agreements f u l l y c o l l a t e r a l i z e d  bv the obli-

g a t i o n s ; and

(B) the investment c o m p a n y or investme nt t r u s t’takes

d e l i v e r y of the collateral d i r e c t l y or t h r o u g h  an authorized

c u s t o d i a n .

* Sec. 2. A S  0 6 .0 5.270(a) is amended to r e a d :

(a) In a d d i t i o n  to loans and a c q u i s i t i o n s  e x p r e s s l y  authorized 

by this c h a p t e r ,  a state b a n k  may deal in, u n d e r w r i t e ,  and invest in 

for its o v m  a c c o u n t

(1) direct or guaranteed o b l i g a t i o n s  o f  the United States_j_ 

either d i r e c t l y  or in the form of s e c u r i t i e s  of, or other interests

in. an o p e n - e n d  m a n a g e m e n t  type investment c o m p a n y  or investment trust

registered u n d e r  15 U.S.C. 80a-1 - 8 0 a-64  (Investment Company Act of 

1940), if

(A) the p o r t f o l i o  of the i n v e s t m e n t  company or invest­

ment t r u s t  is limited to obligations o f  the U n i t e d  States govern­

ment a n d  r e p u r c h a s e  agreements fully c o l l a t e r a l i z e d  by the obli- 

gations; and

(B) the inv estment c o m p a n y  or i n v e s t m e n t  trust takes 

d e l i v e r y  of the c o l l a t e r a l  directl y or t h r ough an authorized 

c u s t o d i a n ;

(2) g e n e r a l  o bligation s of t h e  Sta te of Alaska and its

-3- H C S  CSSB 93(Jud)



political s u b d i v i s i o n s ;

(3) g e n e r a l  o b l i g a t i o n s  of a stat e of the U nited States or 

its p o l i t i c a l  s u b d i v i s i o n s ;

(A) r e v e n u e  o b l i g a t i o n s  of the State  of A l a s k a  or its 

political s u b d i v i s i o n s  subject to the l i m i t a t i o n  of (b) of this sec­

tion ;

(5) r e v e n u e  o b l i g a t i o n s  of a state of the U nited States or 

its p o l i t i c a l  s u b d i v i s i o n s  subject to the l i m i t a t i o n  of (b) of this 

s e c t i o n ;

(6) o b l i g a t i o n s  of i n s t r u m e n t a l i t i e s  of the U nited  States 

government i n c l u d i n g ,  but not limited to F e d e r a l  I n termediate Credit 

Banks, F e d e r a l  L a n d  Banks, the Federal N a t i o n a l  M o r t g a g e  Associati on^ 

and Banks f o r  C o o p e r a t i v e s ;

(7) c o m m e r c i a l  p a p e r  of p r i m e  or e q u i v a l e n t  quality as 

rated by a r e c o g n i z e d  n a t i o n a l  rating s e r v i c e  s u b j e c t  to the limita­

tion of (b) of this section;

(8) s e c u r e d  corpor ate o b l i g a t i o n s  r a t e d  w i t h i n  the three 

highest g r a d e s  of a n a t i o n a l  r a t i n g  service s u bject  to the limitation 

of (b) of t h i s  section;

(9) o b l i g a t i o n s  of the I n t e r n a t i o n a l  Bank for R e c o n s t r u c­

tion and D e v e l o p m e n t ^  [OR] the I n t e r - A m e r i c a n  D e v e l o p m e n t  B a n k , or the 

African D e v e l o p m e n t  Bank, subj ect to the l i m i t a t i o n  of (b) of this 

section;

(10) s t o c k  in the F e deral N a t i o n a l  M o r t g a g e  A s s o c i a t i o n  or a 

Federal R e s e r v e  Bank.

HCS CSSB 9 3 ( J u d )



F e b r u a r y  5, 1988 

M E M O R A N D U M

TO: Rep. J o h n  Sund, Chair,
H o u s e  J u d i c i a r y  C o m m i t t e e

FROM: J o h n  H a r t l e ,  PA, . 3 j'
H o u s e  J u d i c i a r y  C o m m i t t e e  S t a f f

RE: S B  93

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

A f r i c a n  D e v e l o p m e n t  B a n k  as a p e r m i s s i b l e  i n v e s t m e n t  b y  

A l a s k a n  b a n k s .  (Done as a f a v o r  t o  M. M i k e  M i l l e r . )  T h i s  h a s  

N O T H I N G  t o  d o  w i t h  S o u t h  A f r i c a ,  o r  A N Y  O T H E R  p o l i t i c a l  i s s u e  

in A f r i c a .  P R E S I D E N T  R E A G A N  s u p p o r t s  t h e  A f r i c a n  

D e v e l o p m e n t  Bank. D O N ' T  W O R R Y  - W E ' R E  N O T  G E T T I N G  R A D I C A L  

HE RE. L O T S  O F  S T A T E S  D O  T H I S  T h e  b a n k  s e l l s  b o n d s  to 

f i n a n c e  d e v e l o p m e n t  on t h e  A f r i c a n  c o n t i n e n t .  T h e i r  b o n d  

r a t i n g  is e x c e l l e n t  (AAA a n d  A A ) . T h i s  w i l l  a l l o w  A l a s k a n  

b a n k s  to  i n v e s t  in t h e  A f r i c a n  D e v e l o p m e n t  B a n k  IF T H E Y  

C H O O S E  T O  DO S O  - I.E. O N L Y  I F  T H E Y  S E E  IT  A S  A  G O O D  

I N V E S T M E N T . N O B O D Y  IS F O R C I N G  A N Y B O D Y  T O  D O  A N Y T H I N G .  W i l l i s  

K i r k p a t r i c ,  o f  B a n k i n g  a n d  S e c u r i t e s  D i v i s i o n ,  D e p t  of 

C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t ,  t h i n k s  t h i s  is FINE, s a y s  it 

is e n c o u r a g e d  b y  t h e  F e d e r a l  g o v e r n m e n t .
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3E IT ENAC TED B Y  THE L EGISLATUR E OF THE S TATE O F  ALASKA:

* Section 1. AS 06.05.100 is amended to read:

S e c .  0 6 . 0 5 . 1 8 0 .  POWERS AS TRUSTEE AUTHORIZED. E v e r y  b a n k  o r g a n ­
ised u n d e r  this chapter, subject to the r estrictions and limitations 

of 1.-?wr and the regulations of the department, m a y

(1) act as trustee u n d e r  any m o r t g a g e  or bond  issued by the 

state, cr auy municipality, body politic,_ or corporation, f o r e i g n  or 

domestic, and accept and execute a n y  m u n i cip al or corporate trust not 

p r o h i b i t e d  b y  the laws of this state;

(2) accept a trust from, and execute a trust for a m a r r i e d  

w o m a n  in respect to the m a r r i e d  w o m an's {HER] separate property, and 

act as agent in tha m a n a g e m e n t  of the prope r t y  or transact any b u s i­

ness in relation to the property;

(3) act u n d e r  the order o r  appointment  of a court of c o m p e­

tent j u risdicti on including any p r o bate court us guardian, receiver, 

or trustee of tho estate ox a minor, and as depository of m o n e v  paid
I

into court for the benefit of a n y  person, c o r p o r a t i o n ^  or party, and 

in any other fiduciary capacity;

(4) act u nder the order or a pp ointment of a court of compe- |
I

tent jurisdiction including any probate court as crustee, guardian, 

r eceiver or committee oi the estate of a lunatic, idiot, spendthrift, 

person of u u ocund  mind or h a b itual drunkard, or as recei v e r  or 

^OMP.^rrTPH C O P Y  “I~ KCS CSSB 93<L&C)



committee of the p r o p e r t y  or e s t a t e  of any p e r s o n  in insolvency or 

b a n k r u p t c y  proce edings;

C5) act as executo r or admini s t r a t o r  w i t h  or v i t h o u t  the 

will a n n e x e d  of the estate of a d e c e a s e d  person;

(6) accept and execute  any legal trust, duty and power in

r e g a r d  to the holding, m a n a g e m e n t  and disposi tion of any estate, real

or personal, w h e r e v e r  located, and Che rents and profits from it, or

the sale of it, as s a y  be g r a n t e d  n_ c o n f i d e d  to it by a court of

c ompetent j u r i s d i c t i o n  including any p r obat e court or by any person, 

c o r p o r a t i o n ,  m u n i c i p a l i t y  o r  o t h e r  a u t h o r i t y ,  an d  i s  a c c o u n t a b le  t o  
all parties in interest for the faith f u l  discharge of every trust, 

d u t y L or p o w e r  w h i c h  it may accept;

(7) a ccept and e x ecu te any trust or power  conferred u p o n  it

by any p a r s o n  or any b o d y  p o l itic or domestic or foreign corporation,

or a n y  other authority, grant, assignment, transfer, devise, bequest 

or otherwise, or w h i c h  m a y  be e n t r u s t e d  or comm i t t e d  or tr ansferred to 

it by order of a court of c o m p e t e n t  j u r i s d i c t i o n  including any probate 

c o u r t ;

(B) receive, manage, h o l d  and dispo se of according to the 

terms of a n y  trust or p o w e r  a n y  p r o p e r t y  or estate, real or personal,

w h i c h  m a y  b e  the subject of atty such trust or power;

(9) act ac the fiscal o r  transfer agent of the Unite d 

Statee or o f  any state, territory, municipality, or other bod y p o l i­

tic, and in this c a p acity m a y  r e ceive and disburse moneys, transfer, 

register a n d  countersign, c e rtificates o f  stocks, bonds, or other 

evidences of i n d e bt edness^

Q O )  w henever th e instr ument or power governing the f i d u - 

ciary r e l a t i onship d i r e c t s , r e q u i r e s , a u t h o r i s e s, o r permits i n v e s t­

men t  in o b l i g a tions of the U n i t e d  S t a t e s g o v e rnment. Invest in the 

HCS CSSB 93 (h 6C ) - 2 -
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obligations, for short-term cash m a n a g e m e n t  purposes, either directly  

or in the foria of securities of, or o t h e r  interests lit, a m o n e y  m a r k e t

mutual fund operating as an ooen-end m a n a g e m e n t  type investment coa- !I

pany or investment trust registered u n d e r  )5 U.S.C. 30a~? - 30a-64 

(Investment Company Act of )940). if

(A) the p o r t f o l i o  of the in v e s tm ent company  or i n v e s t­

ment trust is limited to obligat ions of tho U n ited States g o v e r n­

ment and repurc hase agreements fully collat e r a l i s e d  b y  the obli- 

gations; and

( B )  t h e  in v e s tm e n t  ec rapany o r  in v e s tm e n t  t r u s t  t a k e s  
delivery of the collateral d i r ectly or through an auth or i s e d  

c u s t o d i a n .

Sec. 2. AS 06.05.270(a) i3 a m ended to read:

(a) In addition to loans and acq uis i t i o n s  express ly authorized j 

b y  this chapter, a state b a n k  m a y  deal in, underwrite, and invest in 

for i t 3  own account

(1) direct or g u a r a n t e e d  obliga t i o n s  of the United S t a t e s ^  

either directly or in the form of securities or, or other interests

In, an opcn-end managem ent type investm ent company or investment truot

regist ered u n d e r  )5 U.S.C. 80a-1 - 8 0 a - 6 4 (Investment C o m pany Act of 

7940), if

(A) the, portf olio of the investment  company or i n v e s t­

m e nt trust is limited to obligation s o f  the U nite d States g o v e r n­

men t  and repurchase a g r e ements fully c o l l ater alized by the o b l i­

gations; and ---------------

(?) the investment company or investment trust takes 

delivery of the collateral d i r ectly or t h r o u g h  an authorize d

I

c u s t o d i a n ;

(2) general obligations of the State of Alaska and its

-3- KCS CSSB 9 3 (LEC)
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political subdivisions}

(3) g e ner al obligati ons of a state of the U n i t e d  States or 

its political subdivisions;

(4) revenue obligations of the State of A l a s k a  or its 

political subdivisions subject to the l imitati on o f  (b) of this s e c­

tion;

(5) revenue o b l i g a t i o n s  of a state of the U n i t e d  States or 

its political subdivisions subject to the limitation of (b) of this 

section;

(6) obligations of instrumentalities of the United States

govern ment including, but not limited to F e d e r a l  I n te rmediate Credit I
i

Banks, F e d e r a l  bar,a Banks, the Federal N a t i o n a l  M o r t g a g e  A s s o c i a t i o n ^  | 

and Banks for Cooperatives;

(7) conusor c is 1 p a p e r  of prime or equivalent q u a lity as 

rated by a rec ognised national rating s e rvic e subject to the limita-
»

tian of (b) of this section; j
!

(3) secured corporate o bligation s rated w i t h i n  the three !

i
highest  grades of a national rating service subject to the limitation i 

of (b) of this section;

(9) obligations of the Internation al B a n k  for R e c o n s t r u c­

tion and D e v e l o p m e n t  or the I n t e r-Am erican Develo p m e n t  Bank subject to 

the limitation of (b) of this section;

(10) stock in the Federal Nat io n a l  M o r t g a g e  A s s o c i a t i o n  or a 

Federal R e s erve  Bank.
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O f f e r e d  in the S E N A T E  By D u n c a n

TO: CSSB 9 3 ( J u d i c i a r y )

P a g e  2, line 29, to p a g e  3, line 1:

D e l e t e  "w i t h  the a p p r o v a l  of the t r u s t o r "

P a g e  3, line 1, f o l l o w i n g  " o b l i g a t i o n s " :

I n s e r t  " , for s h o r t - t e r m  cash m a n a g e m e n t  p u r p o s e s , "

Pa g e  3, line 2, f o l l o w i n g  " i n ,":

I n s e r t  "a m o n e y  m a r k e t  m u t u a l  fund o p e r a t i n g  as"

- 1 - 5 / 1 3 / 8 7



Washington Square 1050 Connecticut Avenue, N.W. 

Washington, D.C. 20036-5339

J a n u a r y  13, 1986

David J. Aronolsky 
(202) 857-6054

The H o n o r a b l e  M i k e  M. Miller 
Alaska House of R e p r e s e n t a t i v e s  
State Capitol  
Juneau, A l a s k a  99811

Dear R e p r e s e n t a t i v e  Miller:

On b e h a l f  of the A f r i c a n  Develo pment Bank, I am 
writing both to t h a n k  you for introducing House Bill 277 last 
year to q u a l i f y  the Bank's securities  for investment by 
certain s t a t e - r e g u l a t e d  investors; and also to inform you 
that I am p r e p a r e d  to come to Juneau to work with you 
p e r s o n a l l y  to get t h i s  bill enacted whenever you advise me 
that my p r e s e n c e  t h e r e  would be helpful. If you can secure a 
Commi t t e e  h e a ri ng d a t e  on the bill and let me know at least 
72 hours in a d v a n c e  of that date, I should be able to get 
there w i t h o u t  d i f f i c u l t y  to testify.

To bring you up to date on the Bank's activities, we 
have thus far o b t a i n e d  enac tment of this legislation in the 
following states:

1 . A r i z o n a 9. Maryland 17. Oregon
2. A r k a n s a s 10. Ma s s achuse tts 18. Rhode Island
3. C a l i f o r n i a 1 1 . M i n n e s o t a 19. Tennessee
4. C o n n e c t i c u t 12. Missouri 20. Texas
5. F l o rida 13. Nevada 21. Virgini a
6. G e o r g i a 14. N e w  Jersey 22. Washin gton
7. Illinois 15. N e w  York
8. Lo u i siana 16. North Carolina

In addition, this l e g i s l a t i o n  only recently passed both 
Houses in Iowa and c u r r e n t l y  ciwaits the Governor's s igna t u r e  
there; while we h a v e  obt ai n e d  legal opinions in M i c h i g a n  that 
no such l e g i s l a t i o n  is necessary. Also for your information, 
the Bank c o n d u c t e d  its first United States bond issue this 
past N o v e m b e r  with g r e a t  success as seen in the enclosed  
Prospectus, and c u r r e n t l y  projects a second issue in the fall

Telephone: (202) 857 -6000  Cable: ARFOX Telex: WU 892672 ITT 440266 Telecopier: (202) 857-6062
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Arent, Fox, Kintner, Plotkin &  Kalin

The Hono rable Mike M. Miller 
J a n u a r y  13, 1986 
Page 2

of this year. We hope to add A laska to the a b o v e  state list 
by that time.

I understa nd that House Bill 277 may have become 
involved to some e xten t with the South A f r i c a  d i v e s t i t u r e  
issue even t h o u g h  the two are c o m p l e t e l y  separate. I would 
m e r e l y  p oint  out that South A f r i c a  is not a Bank M e m b e r  nor 
is it likely to become one in the near future. A l t h o u g h  the 
Bank has no p o s i t i o n  on or invol v e m e n t  with d ivest i t u r e ,  I 
would also point out that regardle ss of w h ether A l a s k a  passes 
a d i v e s t i t u r e  law, by enacting  Bank l e g i s l a t i o n  you will be 
p e r m i t t i n g  s t a t e - r e g u l a t e d  investors to invest in economic 
d e v e l o p m e n t  ac tivi t i e s  el sew h e r e  in Africa.

P lease do not h e s i t a t e  to call me at work 
(202-857-6054) or at home (703-532-4382) if I can p r o v i d e  you 
with a ddit ional m a t e r i a l s  and i nformati on on this matter. I 
thank you for your c o n s i d e r a t i o n  and look forward to hearing 
from you soon.

Enclosure



REPRESENTATIVE MIKE MILLER

MEMD: January 28, 1986

TO: Members, House Special Corrmittee on State Loans

FROM: Rep. M.M. Miller

RE: HB 277, "An Act Authorizing Investments in the African
Development Bank by certain entities".

I was asked to sponsor this legislation to allow state chartered 
financial institutions and insurance companies the opportunity to in­
vest in the African Development Bank. Presently, investments are 
allowed in the International Bank for Reconstruction and Development 
(VJorld Ban};) and the Inter-American Development Bank under 
AS 06.05.270 (a)(9) and under AS 21.21.120-130.

The Ban}; was created in 1964 and until 1982 limited its membership 
to African countries. Today, in addition to fifty African countries, 
not including South Africa, its membership includes the U.S. and 16 
other countries, primarily Canada, Japan and most of the countries of 
Western Europe.

The Ban!; provides a principal source of economic development pro­
jects on the African continent. It finances these projects through 
the sale of its securities in the world's capital markets.

The three principal American bond rating services have given the 
securities of the African Development Bank two triple A  and one double 
A ratings.

This legislation should be non-controversial since it doesn't re­
quire investment in the Bank's securities, but only allows it. The 
effort to secure this legislation has been supported by President 
Reagan, Treasury Secretary Donald Regan, and by Black political leaders 
nation-wide. As of this date 23 states have enacted legislation similar 
to that proposed in HB 277, including California, Massachusetts, New 
York, Texas and Washington.

I ask your support for this bill.

A L A S K A  STATE LEGISLATURE j u n m u°a u s k a  99BII



Senate Bill 93 p r o pose s two st atutory a mendments 
to Alaska banking laws.

Amendment to AS 06.05.180.

The p roposed amendment to AS 06.05. 1 8 0 ( 1 0 )  provides 
that w h e r e  an Alaska d o m i c i l e d  bank or n ational bank 
holds assets under a trust agreement, that said assets 
can be invested in shares of a "money m a r k e t  m utual fund" 
limited to short term U.S. T r e a s u r y  ob ligations.

Reason for Amendment.

In the course of its ex amin a t i o n  of nation al banks 
and trust departments, the U.S. Office of the C omptroller 
of the Cur rency has co nstrued trust i n strumen ts that p e r­
mit or require investments in U.S. O b l i g a t i o n s  not to 
a u t h o r i z e  inv estments in money m a r k e t  funds limited to 
short term U.S. T r e a s u r y  Obligations. The regulations of 
the O ffice of C o m p t r o l l e r  of the C u r r e n c y  a p p l i c a b l e  to 
f i d u c i a r y  activitie s provides that funds held by a n a t i o n a l  
bank, in a fi duciary capacity, shall be invested in 
a c c o r d a n c e  with'the instrument e s t a b l i s h i n g  the f i d u cia ry 
r e l a t i o n s h i p  and local law. In m a k i n g  their own i n t e r p r e­
tation of state law, the Office of C o m p t r o l l e r  of the 
Currency has c o n s i s t e n t l y  r e j e cted c o n t r a y  views of local 
bank c o u n s e l  a n d  has required  n a t i o n a l  banks in some 
states to remove their assets from the money m arket 
mutual funds, with a subsequent loss to the bank s u n d e r­
lying a c c o u n t  of the c o s t - e f f e c tiveness, c o n v e n i e n c e  and 
liquidity a f f o r d e d  by the trust. The Office of the 
C o m p t r o l l e r  of the C u r rency n o n e t h e l e s s  has said that it 
will yield on the issue in the event of a p p r o p r i a t e  
state legislation action. The d e c i s i o n  of the O f f i c e  of 
the C o m p t r o l l e r  to yield to c l a r i f y i n g  legislation has 
p r o mpted i n trod uction of legislation s i m i l a r  to the p r o­
posed a m e n d m e n t  to AS 06.05. 1 8 0 ( 1 0 )  in many states.

S i mil ar legislation has now been a d o p t e d  by twenty 
(20) states: Alabama, California, Connecticut, Florida,
Georgia, Illinois, Iowa, Kansas, Kentucky, Louisiana, 
Massachusetts, Minnesota, Missouri, New Jersey, New Yor k 
North Carolina, Oklahoma, Ohio, Texas & Virginia.



Amendment to AS 06.05.270.

The proposed amendment to AS 0 6 . 0 5 . 2 7 0 ( a ) ( 1 )  f o r­
mal i z e s  the position taken by the D i r e c t o r  of 3anking for 
the State of Alaska which allows A laska d o m i c i l e d  banks to 
in v e s t  their own assets in money m a r k e t  mutual funds 
which are limited to short term U.S. T r e a s u r y  Obligations.

Reason for Amendment. Senate Bill 93.

1) Formalizes statutory amendment, the practice 
c u r r e n t l y  a u t h o r i z e d  by the State of Ala ska's D i r e ctor of 
Banking  and 2) clarifies existing law.

i

i



SB 93: "An Act r e la t in g  to investments by f in a n c ia l  i n s t i t u t i o n s . "

The Department o f Commerce and Economic Development supports th is  b i l l  
i f  amended in the fo l lo w in g  manner. Page 2 l in e  29 a f te r  government 
in s e r t  "w ith  approval o f the t r u s t o r ( s ) ,  . . . . "

Section 1 o f the b i l l  allows a t ru s te e  o f a bank to  in ve s t in  a mutual 
fund made up o f  government s e c u r i t ie s  when the t r u s t  customer o f the 
bank grants a u th o r i ty  f o r  the tru s te e  to in ve s t in  government 
s e c u r i t ie s .  This p ro v is io n  expands the t r u s t  power beyond th a t  o f  the 
t ru s te e  agreement w ithou t a llow ing  the t r u s to r  to  make the determ ination  
as to  whether th is  investment accords w ith  the t r u s to r s '  wishes. I f  the 
bank's t r u s t  customer gives the bank f id u c ia r y  freedom to inves t in  
government s e c u r it ie s  the t ru s te e  o f the t r u s t  should do ju s t  th a t .  As 
SB 93 is  now w r i t te n ,  i f  the bank customer d id not want government 
s e c u r i t ie s  in the form o f shares in a mutual fund the t r u s t  agreement 
would have to so s ta te .  There are a numoer o f  reasons why a t r u s to r  
might choose not to  have the tru s te e  in ve s t in mutual funds, one o f 
which is  th a t  the t r u s to r  ends up paying double fees fo r  the investment, 
one fo r  the t ru s te e  a d m in is tra t io n  cos t and another f o r  mutual fund 
management fees.

The department favors Section 2 o f the b i l l  as w r i t te n .  This section 
allows bank management to in v e s t ,  as p a r t  o f  the bank's investment 
p o r t f o l i o ,  mutual funds as long as the mutual fund l im i t s  i t s  p o r t f o l i o  
to  legal investments. This allows a small f in a n c ia l  i n s t i t u t i o n  the 
a b i l i t y  to  have g rea ter use o f e xp e rt ise  o f  the mutual fu n d 's  managers, 
thus, d iv e r s i f y in g  some market r i s k .

This b i ’ l w i l l  have no a f fe c t  on the program o f re g u la t in g  f in a n c ia l  
i n s t i t u t io n s  nor w i l l  i t  have a f i s c a l  impact.

Anthony Smith, Commissioner 

DATE;
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A M E N D M E N T

O f f e r e d  in the S E N A T E  By D u n c a n

TO: C S S B  9 3 (Judiciary)

P a g e  2, line 29, to p a g e  3, line 1:

D e l e t e  "w i t h  the a p p roval of the t r u s t o r "

Page 3, line 1, f o l l o w i n g  "o b l i g a t i o n s " :

I nser t " , for s h o r t - t e r m  cash m a n a g e m e n t  p u r p o s e s , "

Page 3, line 2, f o l l o w i n g  " i n ,":

Insert "a m o n e y  m a r k e t  m u t u a l  fund o p e r a t i n g  as"
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(10) w h e n e v e r  the instrument or power gov erning the

f i d u c i a r y  r e l a t i o n s h i p  directs, requires, authorizes, or 

p e rmi ts i n v e s t m e n t  in obligation s of the United States 

govern m e n t ,  w-j-th— a-por-ova-l— of— £he-±ru-S-to.r , invest in the 

obliga t i o n ,  for short term cash m a n a g e m e n t  purposes 

e i t h e r  d i r e c t l y  or in the form of s ecuri ties of, or other 

i n t e r e s t s  in, a m o n e y  m a r k e t  m u t u a l  fund o p e r at ing as an 

o p e n - e n d  m a n a g e m e n t  type in vestment c o m p a n y  or i n v e s t m e n t  

trust r e g i s t e r e d  under 15 U.S.C. 80a-l - 8 0a-64 (Investment 

Co m p a n y  Act of 1940), if

(A) the p o r t folio of the i n v e s t m e n t  company or 

i n v e s t m e n t  trust is limited to o b l i g a t i o n s  of the United 

States g o v e r n m e n t  and r e p u r c h a s e  a g r e e m e n t s  fully c o l l a t­

era l i z e d  b y  the obligations; and

(B) the in vest m e n t  c o mpany or i n v e s t m e n t  trust 

takes d e l i v e r y  of the c o l l a t e r a l  d i r e c t l y  or through an 

a u t h o r i z e d  custodian.

v /
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