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STATE OF ALASKA 
:FICE OF THE GOVERNOR

BILL ANALYSIS
DEPARTMENT OIVISION BILL NUMBER SPONSOR

Revenue Treasury CS SB 182 (CRA) Senate Comrnunitv & Reciional A:
SHORT TITIE OF BILL

Investment Pools for Public Entities

DEPARTMENT POSITION

See amendments proposed.

PREPARED BY

Brian C. Andrews
OATE

4/2/91
COMMISSlOj OATE

SUMMARY
OTHER AGENCIES AFFECTED BY BILL

None known

CONSTITUENT OROUP<S) AFFECTED BY BILL

ORGANIZATIONAL SUPPORT FOR BILL

Municipalities and other public entites.

ORGANIZATIONAL OPPOSITION TO BILL

None known

1 FISCAL IMPACT: □  NONE KX FISCAL NOTE ATTACHED

• *.** *n

I

BACKGRO UN D/LEG ISLAT IVE  IN T EN T

To allow for the creation of a nonprofit corporation for the purpose of establishing and 
operating an investment pool of securities for public entities.

ANALYSIS OF BILL/PROGRAM EFFECTS

Through a cooperative effort, public entities would establish a privatized money market 
mutual fund which may provide for increased .investment returns and lower investment risk.

AMENDMENTS PROPOSED

Please see attached.

PLEASE ATTACH A SEPARATE SHEET FOR ADDITIONAL COMMENTS OR ANALYSIS.

01-009 (R«y. 12/831



CS SB 18?.

STATE OF ALASKA 
OFFICE OF THE GOVERNOR 

BILL ANALYSIS

Amendments proposed:

Section 37.25.050 (b) of CS SB 182 and HB 199 should be modified to include within the 
definition of "public entity" the State of Alaska as well as a subdivision of the State, 
including a municipality, school district, regional educational attendance area or service area 
within the unorganized borough; or an organization composed of public entities. The 
expanded definitions would allow the General Investment Fund of the State to be a participant 
in the investment pool.

The Department of Revenue believes that the formation of an investment pool for money 
market securities within the Division of Treasury would offer the following benefits.

1. Use of Treasury’s expertise in investment and cash management matters.

2. Treasury’s existing arrangements for custodial services can accommodate a participant 
investment pool.

3. Treasury has already established cash concentration procedures within banks located in 
Alaska which could be used by public entities to transfer funds to the investment pool.

4. Use of Treasury’s existing ACH electronic funds transfer capabilities which 
accommodates movement of deposits and withdrawals to and from the bank accounts of 
the participants.

5. Inclusion of the General Investment Fund as a participant would assure the investment 
^ pool’s objectives of enhanced yields, liquidity and preservation and safety of capital.

6. Probable overall lower cost benefits to all participants.

Treasury would anticipate the following annual costs if it was charged with the responsibility 
of establishing and managing an investment pool of an 'sumed size of $500 million.

Personal: 1 FTP cash management position $ 50,000
1/2 FTP Investment officer 40,000
1 FTP Accountant 50,000

Contractual: Custodial fees @ 5 bps1 250,000
External audit 25,000

1 "bps," or basis points, is the standard of measurements of less than one percent. One bps 
equals one percent of one percent.

Page 2 of 3



Equipment/Communications, computer supplies 
software and equipment enhancements 75.000

TOTAL $490,000

$490,000 represents a cost of 0.00098 (9.8 bps) of the $500 million pool total. For example, 
an 8.0 per cent gross investment return will net to 7.9 per cent after Treasury’s total expenses 
The only variable cost is custodial fees which would increase slightly by additional asset 
amounts to the investment pool. Because of scales of economy, the impact of Treasury’s 
expenses on gross earnings would be reduced further by investment pools greater than $500 
million.
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F ISCAL N O T E

STATE OF ALASKA 
1991 LEGISLATIVE SESSION

BILL NO. CS SB 182

Revision Date:
Title: "A n  a c t  r e l a t i n g  to i n v e s t m e n t  

p o o l s  f o r  p u b l i c  e n t i t i e s . . "

Department Affected: C o m m u n i t y  s Regi o n a l  A f f a i r s  

BRU: ____________________________________

Sponsor' S e n a t e  C & R A  c o m m i t t e e  

Requestor:

Component: • i

COMPONENT SERIAL NO.
Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS *
TOTAL OPERATING - 0 - -0 - - 0 - - 0 - - 0 - -0 -

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND -0 - -0 - - 0 - - 0 - - o - - o -
FEDERAL FUNDS
OTHER
TOTAL -0 - -o - - 0 - - o - - 0 - - 0 -

POSITIONS:
FULL-TIME -d - - o - - o - - 0 - - o - - o -
PART-TIME
TEMPORARY

Estimate of current year impact:.
ANALYSIS: (Attach a separate page if necessary.)

Prepared By: Rem o n d  H e n d e r s o n

Division: A d m i n i s t r a t i v e  S e r v i c e s

rson, D i r e c t o r

Changes in (15 58 /X A. ( Ct*> ) 
reflect NO FISCAL CHANGE from the original 
fiscal note. This fiscal note is appropriate.v/f/f/ & e

13tP -Cflmta. AirleLiinih’al\..

4 6 5 - 4 7 0 8Phone: _
Date: W 9 1

E d g a rApproved by Commissioner:
Agency C o m m u n i t y  & R e g i o n a l  A f f a i r s

B l a t c h f o r d

Date: 4 /2 /9 1
Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
Rev 10/90 Page_l__o f___ l



DEPT. OF COMMUNITY & REGIONAL AFFAIRS

OFFICE OF THE COMMISSIONER

□ P.O. BOX B

WALTER J. HICKEL, GOVERNOR

JUNEAU. ALASKA 99911-2100
PHONE: (907) 409-4700 1 K

□ 9<9 E. 3( ,v Z tM U E , SUITE 400
ANCHOfaUig. ALASKA 99508-4302
PHONE: (■*£ ') 563-1073

A p r i l  2 ,  1 9 9 1

P O S I T I O N  P A P E R

R E :  C S  f o r  S e n a t e  B i l l  1 8 2

S P O N S O R :  S e n a t e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e

D e p a r t m e n t a l  P o s i t i o n :  S u p p o r t

P r o g r a m  E f f e c t s

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

T h i s  c o n c e p t  w o u l d  p r o v i d e  a  m u c h  n e e d e d  t o o l  f o r  p u b l i c  
e n t i t i e s  t o  u s e  i n  m a x i m i z i n g  a v a i l a b l e  r e v e n u e s  t o  o f f s e t  t h e  
c o s t  o f  s e r v i c e s  p r o v i d e d  w i t h i n  t h e i r  b o u n d a r i e s .  I n  t h e s e  
t i m e s  o f  d e c l i n i n g  s t a t e  r e v e n u e s ,  i t  i s  e x t r e m e l y  i m p o r t a n t  
t h a t  w e  f o c u s  o n  d i s c o v e r i n g  n e w  s o u r c e s  o f  r e v e n u e s  f o r  l o c a l  
j u r i s d i c t i o n s ,  a n d  m e t h o d s  w h e r e b y  e x i s t i n g  f i s c a l  a c t i v i t i e s  
a t  t h e  l o c a l  l e v e l  c a n  b e  e n h a n c e d  t o  m a x i m i z e  t h e i r  
e f f i c i e n c y .  C o m m i t t e e  S u b s t i t u t e  f o r  S e n a t e  B i l l  1 8 2  d i r e c t l y  
a d d r e s s e s  t h a t  c o n c e p t ,  a n d  t h e  D e p a r t m e n t  s t r o n g l y  s u p p o r t s  
i t s  p a s s a g e .

C o m m e n t s

E d g a r  B l a t c h f o r d ,  C o m m i s s i o n e r

21-P1LH \ ^  p rin ted on re c y c le d  paper fo y  C .D



CS F O R  S E N A T E  B IL L  N O . 182 i e » K )

IN TH E  LEG ISLA TU RE O F TH E  STA TE OF A LA SK A

SEV EN TEEN TH  LEG ISLA TU R E - FIR ST SESSIO N

BY TH E  SENATE COM M UN ITY  AND REG IONAL AFFAIRS CO M M ITT EE

Offered:
Referred:

3/22/91
Finance

Sponsor(s): SENATE COM M UN ITY  AND REG IONAL AFFA IRS CO M M ITT EE

A  B IL L

F O R  AN A C T  E N T IT L E D

1 "A n A ct re la tin g  to  in v es tm en t pools fo r p u b lic  en titie s ; a n d  p ro v id in g  fo r an  effective

2 d a te ."

3 B E  IT  E N A C T E D  BY T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A SK A :

4 * S ection  1. A S 37.25 is am ended by adding a new section to read:

5 Sec. 37.25.050. IN V E ST M E N T  PO O LS FO R  PU B L IC  EN TIT IES , (a) A  public  entity

6 m ay enter into agreem ents w ith other public  entities regard ing  the form ation and operation o f

7 investm ent pools under w hich funds o f  the participating  public  entities are adm inistered and

8 invested  jo in tly . O ne or m ore pub lic  entities m ay form  a nonprofit corporation for the purpose

9 o f  operating an investm ent pool. A n agreem ent en tered  into under this section m ay provide for

10 the em ploym ent o f  s ta ff and o ther m atters necessary fo r the operation o f  the investm ent pool.

11 Each participating  pub lic  entity is authorized to spend funds necessary fo r the operation o f  the

12 investm ent pool. # /

13 (b) For purposes o f this section, "public entity" m eans a subdivision o f  the state,

14 including a m unicipality , school d istrict, o r regional educational attendance area; o r an

SB0182b - 1-

New Text Underlined [DELETED TEXT BRACKETED]
CSSB !82(GRA)



.  . . . .  -  -  -  -

YOUR PRUDENT PERSON'LANGUAGE WOULD MOST APPROPRIATELY FIT ON 
PAGE ONE, LINE 12 AFTER THE WORD "POOL"

"THE PRUDENT PERSON RULE SHALL BE APPLIED TO INVESTMENTS MADE 
UNDER THIS SECTION. THE PRUDENT PERSON RULE MEANS THAT THE. 
INVESTORS SHALL EXERCISE THE JUDGEMENT AND CARE UNDER THE 
CIRCUMSTANCES THEN PREVAILING THAT AN INSTITUTIONAL INVESTOR 
OF ORDINARY PRUDENCE, DISCRETION AND INTELLIGENCE EXERCISES IN 
THE MANAGEMENT OF LARGE INVESTMENTS ENTRUSTED TO IT NOT IN 
REGARDS TO SPECULATION BUT IN REGARD TO THE PERMANENT 
DISPOSITION OF FUNDS, CONSIDERING THE PROBABLE SAFETY OF CAPITAL 
AS WELL AS PROBABLE INCOME."



DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
P.O. Box Y, Juneau, Alaska 99811 Deliveries to: 240 Main Street
(907) 465-3867 or 465-2450 • Court Plaza, Room 500
FAX (907) 465-2029 Mail Stop 3101

M E M O R A N D U M  March 22, 1991

^  >SUBJECT: Investment Pools for Public Entities (CSSB 182(CRA)J

TO: Senator Arliss Sturgulewski

FROM: Tamara Brandt Cook
Director

CSSB 182(CRA) permits municipalities and school districts to form investment pools 
under which the funds of the public entities are administered and invested jointly. 
You have asked what the implications are regarding the state’s financial responsibility 
in the event that an investment pool suffers financial losses.

As a matter of law, losses experienced by an investment pool would not create any 
particular liability on the part of the state. However, as a practical matter the state 
is hardly likely to stand by and allow a municipality to sink into financial ruin. With 
respect to school districts, of course, there exists the additional constitutional 
responsibility to maintain a system of public education. These considerations exist 
completely aside from the question of an investment pool, although, to the extent that 
the investment pool provides an opportunity for larger losses simply because a pool 
will involve larger amounts of money, I suppose, the cause for concern may increase. 
This would have to be looked into by someone with financial expertise.

Note, however, that with respect to municipalities CSSB 182(CRA) may not 
substantially change existing law. AS 29.35.010(13) already grants every municipality 
the authority " . . .  to enter into an agreement, including an agreement for 
cooperative or joint administration of any function or power with a municipality, the 
state, or the United States. . ." Since it is quite possible that municipalities could 
form investment pools right now under this provision of law, it is hard to argue that 
CSSB 182(CRA) substantially changes the state’s potential responsibility in situations 
involving investment losses of municipal funds.



DEPT. OF COMMUNITY & REGIONAL AFFAIRS

OFFICE OF THE COMMISSIONER

AFFAIRS □ P.O. BOX B

WALTER J. HICKEL, GOVERNOR

PHONE: (907) 465-4700
JUNEAU. ALASKA 99811-2100

□ 949 E. 36TH A VENUE. SUITE 400
ANCHORAGE, ALASKA 99508-4302
PHONE: (907) 563-1073

M a r c h  2 0 ,  1 9 9 1

P O S I T I O N  P A P E R

R E :  S e n a t e  B i l l  1 8 2

S P O N S O R :  S e n a t e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e

D e p a r t m e n t a l  P o s i t i o n :  S u p p o r t

P r o g r a m  E f f e c t s

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

T h i s  c o n c e p t  w o u l d  p r o v i d e  a  m u c h  n e e d e d  t o o l  f o r  p u b l i c  
e n t i t i e s  t o  u s e  i n  m a x i m i z i n g  a v a i l a b l e  r e v e n u e s  t o  o f f s e t  t h e  
c o s t  o f  s e r v i c e s  p r o v i d e d  w i t h i n  t h e i r  b o u n d a r i e s .  I n  t h e s e  
t i m e s  o f  d e c l i n i n g  s t a t e  r e v e n u e s ,  i t  i s  e x t r e m e l y  i m p o r t a n t  
t h a t  w e  f o c u s  o n  d i s c o v e r i n g  n e w  s o u r c e s  o f  r e v e n u e s  f o r  l o c a l  
j u r i s d i c t i o n s ,  a n d  m e t h o d s  w h e r e b y  e x i s t i n g  f i s c a l  a c t i v i t i e s  
a t  t h e  l o c a l  l e v e l  c a n  b e  e n h a n c e d  t o  m a x i m i z e  t h e i r  
e f f i c i e n c y .  S e n a t e  B i l l  1 8 2  d i r e c t l y  a d d r e s s e s  t h a t  c o n c e p t ,  
a n d  t h e  D e p a r t m e n t  s t r o n g l y  s u p p o r t s  i t s  p a s s a g e .

C o m m e n t s

21-P1LH p rin ted  on re c y c le d  p .ip c i h  y  C .U



ALASKA 
MUNICIPAL 

LEAGUE 217 Second Street, Suite 200 ■ Juneau, Alaska 99801 ■ Tel (907)586-1325, Fax (907)463-5480

February 1991

Alaska Municipal League 

Investment Pool Legislation and Program Justification

The Alaska Municipal League (AML) urges the passage of legislation to 

authorize the formation of investment pools under Title 29. The A ML wishes 

to form an investment pool to improve the efficiency and effectiveness of 

municipalities and other local public entities statewide in the investment 
of their short-term, "idle," public funds. The objectives of the p o o l’s 

investments, in order of priority, will be 1) security, 2) liquidity, and 

3) return. In the absence of an Alaska "joint powers act," the AML is 

seeking legislation to authorize a public entity or a nonprofit corporation 

to form and enter into agreements for the purpose of investing funds.

Many AML m ember municipalities and school districts do net have banks in 

their communities much less investment options. In certain cases, 

municipalities lost funds when several banks folded in the 1 9 8 0’s because 

their funds were not collateralized. As federal and state financial 

assistance to municipalities have declined, making the most of local funds 
through interest revenues continues to be important.

The AML membership of over 125 municipalities passed a resolution in

November 1989 directing the AML Board of Directors to investigate the 

feasibility of a municipal investment pool. The AML formed a committee of 

municipal officials to investigate the need and feasibility of a pool. The 

committee surveyed municipalities and school districts in June 1990 to 

gather information on local investment practices and interest in 

participating in a pool. Over 50 responses were received indicating:

o Idle funds may be sufficient to form a pool 

o A significant number of respondents do not have written

investment policies 

o Few municipalities and school districts employ investment

professionals 

o Few do not collateralize their investments

o Most respondents invest in a broad variety of investment

instruments

o Some respondents indicated that they had investments of over 2

years in terms which may not be prudent for these public 
funds

o An investment pool would broaden the investment options

available to even the most sophisticated, investor 
municipalities/school districts 

o The less sophisticated municipalities/school districts would

benefit from safekeeping, yield of a pool, and 
professional advice.

Member of the National League of Cities and the National Association of Counties



AML Investment Pool 
February 1991 

Page 2

The committee reviewed investment pools operating in 13 states. These pools 
are operated within the state t r easurer’s office or a independent non-profit 

corporations. The committee is leaning toward using a money market fund 

limited to very secure types of investments. The return on investments 

would be improved by increasing volume and term through pooling rather than 
on increasing risk.

In September 1990, the AML Board authorized the committee to proceed with 

establishing an investment pool by introducing legislation and distributing 

a request for proposal for a firm(s) to assist the AML with managing pool 

and investing the funds on behalf of entities who choose to participate in 
the p o o l .

A request for proposal from firms wishing to bid on providing 

administration, custodial and investment services has been finalized and 

will be distributed in March. AML is also working with a law firm to 

develop the necessary legal documents. If the legislation passes this 

session as planned, it is the intent of the A M L  to establish the pool and 
accept funds as of July 1, 1991.

The legislation would have a zero fiscal note and would not affect the State 

of Alaska. Participation in the pool by eligible public entities would be 

optional. The AML Board of Directors urges the Legislature to pass the 

investment pool legislation in the First Session of the 17th Alaska State 

Legislature to enable the AML to immediately begin to improve the efficiency 

and effectiveness of participants in the investments of their public funds.

sab2:investwhy



Resolution of the Alaska Municipal League

Resolution No. 90-17

A RESOLUTION SUPPORTING THE CREATION OF A COMMITTEE 
TO EXPLORE THE DEVELOPMENT OF A STATEWIDE 

MUNICIPAL INVESTMENT POOL

WHEREAS, municipalities handle large sums of public funds, and

WHEREAS, municipalities must keep those funds secured, earning interest, and 
liquid to meet ongoing financial obligations, and

WHEREAS, many municipalities do not have ready access to investment 
programs and in some cases do not have deposit institutions in their communities, 
and

WHEREAS, municipalities may be able to work together to develop a program 
to both protect public funds at low risk and receive a higher rate of return on 
investments with good liquidity thrqugh investment pooling independently or 
through an appropriate state agency;

NOW, THEREFORE, BE IT RESOLVED that the Alaska Municipal League 
create a committee of appropriate municipal officials to explore investment options 
and make a recommendation to the Board of Directors by June 30, 1990.

Adopted at Annual Business Meeting o November 17, 1989 o Juneau, Alaska
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FIDELITY INVESTMENTS NEWS AND ANALYSIS FOR PUBLIC FINANCE PROFESSIONALS

Local Government Investment Poofc
By Gimrd Miller and David Maynard
Editor's Note: The recent widely publi­
cized collapse o f  the State o f West 
Virginia's LG IP and ensuing questions 
raised by readers has prompted the 
following article.

Local g o v e rn m e n ts  a re  a  m a jo r  so u rc e  
of  cap ita l  to the  m o n e y  m arke ts .  Public  
cash  m a n ag e rs  e a rn  a t trac t ive  m a rk e t  
ra te s  o f  re tu rn  by investing th e ir  s h o r t ­
te rm  funds.  W h e n  in te res t  ra te s  a re  
relatively high, as they  a re  now, a 
co m m u n i ty 's  cash  m a n a g e m e n t  a n d  
inves tm en t p rogram  is an  im p o r ta n t  
c o n t r ib u to r  to  local revenues.

M o st  local g o v e rn m e n ts  invest a  
s e g m e n t  o f  the ir  sh o r t- te rm  funds

LG IPs are now operating 
in 26 states and usually 

offer the benefits o f daily 
liquidity, money market 

rates o f return and portfo­
lio diversification.

direc tly  in g o v e rn m e n t  secu r i t ie s ,  bank  
C D s an d  o th e r  m o n e y  m a rk e t  in s t ru ­
ments.  Local officials also have learned  
to take ad v a n ta g e  o f  the  liquidity  and  
se rv ices  o ffered  by th e i r  s ta te 's  local 
g o v e rn m e n t  inves tm en t pool (LG IP).  
LG IPs a re  now  o p e ra t in g  in 26 s ta tes

an d  usually  o ffe r  th e  bene f i ts  o f  daily  
liquidity, m o n e y  m a rk e t  ra te s  o f  re tu rn  
a n d  portfo lio  d iversification .  G enera lly ,  
pools o pera te  like SEC-registered m oney  
m a rk e t  m utua l funds. T h e y  co m b in e  the  
cash  o f  local g o v e rn m e n ts  to  invest in a  
diversified  por tfo l io  o f  m o n e y  m a rk e t  
se cu r i t ie s  w ith  ea rn in g s  p a id  to  p a r t ic i ­
p an ts  in p ro p o rt io n  to  the ir  to ta l  invest­
m e n t .  N o t ail poo ls  a re  a l ike ,  however.

Types o f  LG IPs
W h e n  m e a su re d  in te rm s  o f  asse t  

size an d  p a r t ic ip a t io n ,  th e  la rges t  local 
g o v e rn m e n t  in v e s tm e n t  p o o ls  a re  those  
overseen  by s ta te  t rea su re r s  o r  o th e r  
s ta te  adm in is t ra t ive  bo a rd s .  P resently ,  
22 s ta te s  sp o n so r  and  o p e ra te  a n  invest­
m e n t  poo l for the  b en e f i t  o f  t h e i r  local -  
g o v e rn m e n ts .  In so m e  s ta te  pools ,  
local funds  a re  co m m in g le d  w ith  the
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s ta te ’s liquid  assets .  In o th e rs  a 
co m p le te ly  s e p a ra te  fu n d  for locali t ies  
is m a in ta ined .

G enera lly ,  L G IP  inves tm en t  an d  
reco rdkeep ing  functions  are p e r fo rm ed  
by s ta te  officials,  a l th o u g h  several 
s ta te s  have c o n t r a c te d  w ith  pr ivate  
firm s for in v e s tm e n t  a n d  a d m in is t ra ­
tive services .  In so m e  s ta te s ,  an  ad v i­
sory bo ard  o f  local governm ent officials 
provides consu l ta t ion  and  inpu t regard­
ing L G IP  po lic ies  an d  p rac tices .

In a d d i t io n  to the  s ta te -sponso red  
pools .  local g o v e rn m e n ts  in a few 
s ta tes  have jo in t ly  o rganized  a n d  o p e r ­
a te  LG IPs p u r s u a n t  to  “jo in t  pow ers" 
o r  " in te rg o v e rn m e n ta l  co o p e ra t io n "  
ag reem en ts .  Typically , these  non-sta te-  
sp o n so red  in te rgovernm en ta l  poo ls  are  
o p e ra te d  by a p r iva te  m oney  m anage -  

Continued on next page

Treasury Finalizes Arbitrage Regulations
T h e  U.S. T reasu ry  D e p a r t m e n t  will so o n  re lease  p re l im in ary  a rb it rage  
regu la t ions  govern ing  th e  c a lc u la t io n  of  a rb it rage  reba tes .  S o m e  highlights:

■ R e b a te s  will be  b ased  o n  a “ fu tu re  value ,"  c a lc u la te d  every  five years.
■ N o ca lc u la t io n  is re q u ire d  if qua l if ied  inves tm en ts  e a rn  less than  the  

issuer 's  b o n d  yield.
■ A Sl.OOO c o m p u ta t io n a l  c r e d i t  aga inst  the  r eb a te  will be  a l low ed to 

h e lp  issuers de f ray  ex p e n se s .
■ M u tu a l  funds  a re  a c c e p ta b le  inves tm en ts  and  a re  u sed  as an  exam ple  

in th e  regula tions.
T h e  nex t issue o f  I N V E S T M E N T  E X C H A N G E  will d iscuss  the  new 
a rb i t ra g e  r eb a te  reg u la t io n s  in deta il .



m ent firm w h ich  o f ten  is in s t rum en ta l  
in o rganizing an d  p ro m o tin g  the  LGIR 
Unlike SEC -reg is te red  m oney  m a rk e t  
m u tua l  funds,  these  so-called  " jo in t

liquid sh o r t- te rm  se cu r i t ie s  w h ich  c a n  
easily  b e  co n v e r te d  to  c a sh  w ith o u t  
p r ice  loss.

In the  15 yea rs  s in c e  th e  in c ep t io n

powers” pools a re  governed by separa te  
trust ag re em e n ts  a n d  a bo ard  o f  t ru s t­
ees  w h ich  cons is ts  o f  pa r t ic ipa ting  
local officials.

A  final va r ian t  o f  the  L G IP  is the  
co u n ty  inves tm en t pool,  usually  o p e r ­
ated  by a  c o u n ty  treasurer. In California 
an d  W ash ing ton ,  for exam ple ,  c o u n ty  
treasu rers  are  responsib le  for ce r ta in  
local school funds,  w hich  a re  c o m m in ­
gled by so m e  c o u n t ie s  for inves tm en t 
purposes .

Keys to Success
Just as an individual public investor 

m ust  con s tan t ly  se e k  safety  and  liqu id­
ity before  y ie ld ,  so  to o  m ust th e  LG IP  
portfo l io  m a n a g e r  focus first on  safety 
and  liquidity. Local units  th a t  invest in 
an L G IP  typically  ex p e c t  to  be ab le  to 
w ithdraw  funds  on  a sam e-day  basis 
with no  pena lty  o r  p r ice  loss. Any 
losses in the  L G IP  portfo l io  tha t 
adversely  affect investors cou ld  j a r  t 
inves to r  c o n f id e n c e  and  ca u se  a "run"  
on  th e  pool.  T h u s ,  an  LG IP  portfo lio  
generally should be structured to include 
a broadly diversified mix of high-quality.

o f  the  first s ta te -sp o n so re d  LGIP. th e re  
has  b ee n  on ly  o n e  d o c u m e n te d  ca se  o f  
in v e s tm e n t  losses by a  L G IR  T h is

relatively r e c e n t  case  involved p o r t fo ­
lio m a n a g e m e n t  th a t ,  am o n g  o th e r  
p rac t ice s ,  failed to  observe  th e  s h o r t ­
te rm  liquidity  n e e d s  o f  the  poo l,  inves t­
ing ins tead  in long-te rm  secur i t ie s .  
A l th o u g h  longer- te rm  in v e s tm e n ts  m ay 
have h ig h e r  in te re s t  ra tes  an d  p r o d u c e  
cap ita l  ga ins  d u r in g  per io d s  o f  d e c l in ­
ing in te res t  ra te s ,  an  L G IP  w h ich  ho ld s  
long- te rm  secu r i t ie s  in a rising-rate 
m a rk e t  m ay  face  the  p rob lem  o f  p r ice  
losses. If  th e  m a rk e t  p r ice  losses are  
rea lized ,  th e  LG IP ’s to ta l  re tu rn  will 
suffer  a n d  c o n c e r n e d  local investors  
may r e d e e m  th e i r  funds,  fo rc ing  the  
por tfo l io  m a n a g e r  to l iqu idate  even 
m ore  secur i t ie s  a t  potentia lly  dep re ssed  
prices. F u r th e r  co m p o u n d in g  this trend ,  
yields o n  c o m p e t in g  m o n e y  m a rk e t  
secu r i t ie s  m ay a t t r a c t  m o re  fu n d s  o u t  
o f  pools  w hose  in v e s tm e n t  por tfo l ios  
may be “ locked  up "  in long-te rm  but 
lower-yielding paper .

Know Your LGIP
W h e n  investing  in a n  LGIP. local 

officials s h o u ld  first s tu d y  the  inves t­
m e n t  po lic ies  a n d  p rac t ice s  of  the  
poo l,  a n d  o b ta in  in fo rm ation  rega rd ing  
th e  po r tfo l io ’s average maturity . A s  a 
genera l  ru le ,  L G IP s  w hich  follow S E C  
portfo l io  gu id e l in e s  for m o n e y  m a rk e t



.

m utua l funds  I Rule  2a-7) a re  unlikely 
to  suffer m a rk e t  p r ice  shocks:  this  is 
d o n e  by m a in ta in ing  the  pool 's  average 
m atu r i ty  below  120 days and  by ho ld ­
ing individual secur i t ie s  with  m a tu r i ­
ties o f  less than  o n e  year.

‘Diversification ami Credit Research 
Rays Off

A m a jo r  ad v an tag e  o f  m os t  sta te-  
sp o n so red  LG IPs is the ir  size. E c o n o ­
mies of  sca le  a re  generally  rea lized

When investing in an LGIP, 
local officials should first 
study the investment poli­
cies and practices o f the 

pool, and obtain informa­
tion regarding the portfo­

lio’s average maturity.

th rough  b e t te r  p r ice s  on  individual 
secur it ie s  an d  defrayal o f  ad m in is t ra ­
tive ex p e n se s  such  as th ird -par ty  cu s to ­
dial fees. A lso ,  m any  L G IP s  a re  ab le  to 
p u r c h a s e  d iv e rs i f ied  p o r t fo l io s  o f  
higher-yie ld ing m o n e y  m a rk e t  s e c u r i ­
ties such  as c o m m e rc ia l  paper. F re­
quently . individual m un ic ipa li t ies  are  
u n ab le  to  p e r fo rm  tho rough  c re d i t  
analysis o r  to  diversify th e ir  inves tm en t 
portfo lios ad e q u a te ly  on  th e ir  ow n .  
However. L G IP s  can  be  m a n a g e d  to 
accom plish  these functions on  behalf  
o f  the ir  p a r t ic ipan ts .

The Problem WTth Bond Proceeds 
S o m e  L G IP  officials a re  anxiously  

awaiting U.S. T reasury  D e p a r tm e n t  
regula tions co n c e rn in g  arb it rage  invest­
m en ts  o f  b o n d  p roceeds .  P resently , 
so m e  s ta tew ide  L G IPs have in s t ru c ted  
local go v ern m e n ts  to avoid using the ir  
pool for inves tm en ts  of b o n d  p ro c e e d s  
sub jec t  to  federal a rb it rage  restr ic t ion .  
Pools w hich  m a in ta in  longer  average 
do lla r  w eighted  portfo lio  m a tu r i t ie s ! in  
excess  o f  60 days) and  a re  no t  valued  
to m arke t  regularly  may n o t  m e e t  the  
Treasury 's  so  ca lled  "m ark e t  p r ice  
rule" and  the re fo re  cou ld  be  inappro-

Increasing Interest in Deferred- 
Compensation Plans
D efe rred -co m p e n sa t io n  p lans  allow 
em ployees  to  save p o r t io n s  o f  the ir  
incomes untaxed until retirement. Upon 
re t i rem en t ,  the  em p lo y ee  will likely be 
in a lower personal incom e-tax  b racket ,  
and  will be  taxed  less.

C ongress  a u th o r iz e d  S ec t io n  457, 
pub lic -sec to r  d e fe rred  c o m p e n sa t io n  
plans in the  R evenue  A c t  o f  1978, 
enab ling  g o v e rn m e n t  w orke rs  to save 
for  re t i re m en t  and  em erg en c ies .  U n d e r  
S ec t ion  457 of  the  In te rn a l  Revenue 
C o d e ,  a  pub lic -sec to r  em p lo y ee  may 
defe r  up  to 57,500 o f  in c o m e  annually .

Typically, d e fe r re d -c o m p e n sa t io n  
p lans allow th e  em p lo y ee  to  c h o o s e  to 
have c o n t r ib u t io n s  p la ce d  in o n e  o f  
several inves tm en t o p t io n s ,  and  to  
periodically  transfer  th e  assets  b e tw een  
inves tm ent vehicles.

T h e  ch o ice s  range  f rom  s tra igh t  
savings op t io n s ,  w h ich  are  the  m ost 
conservative  inves tm en ts ,  to  m u tua l  
funds,  w h ich  a re  r isk ie r  b u t  have the  
po ten tia l  for h igher 'y ie lds .

M any deferred-compensation invest­
m en ts  a re  in f ixed-rate  an n u i t ie s  o r  in 
gu a ra n tee d  inves tm en t  c o n t ra c ts

D efe r red -co m p e n sa t io n  p lans are  
m e a n t  to s u p p le m e n t ,  r a th e r  th a n  
rep lace ,  o th e r  r e t i re m e n t  p lans. A t 
re t i rem en t ,  a  plan m e m b e r  has the  •

p r ia te  as  a  vehic le  for  the  inves tm en t  
o f  bo n d  p roceeds .  T h e  T reasu ry ’s s e c ­
o n d  se t o f  a rb i t rage  regu la tions ,  to  be  
issued la te r  this year, will p robab ly  
address  the  issue of  a l lo ca t in g  invest­
m en t incom e received from such  pools.

The Money Market Mutual Fund 
Alternative

In s ta tes  th a t  lack  an  LGIP. m oney  
m arke t  m u tua l funds  c a n  be  co n s id ­
ered  as a v iab le  a l te rna t ive  for local 
governm en t  l iquidity  in v e s tm e n ts ,  p ro ­
vided m u tua l  funds a re  an  au th o r ized  
investm ent u n d e r s t a t e  s ta tu te .  S o m e  
inst itu tional m oney  m a rk e t  funds  p r o ­
vide su b a c c o u n t in g  an d  a rb i t rage

o p tio n  o f  w ithdraw ing  d efe rred  funds 
in a single lu m p  su m .  in m on th ly  
ins ta l lm en ts  o r  on  a sc h ed u le  b ased  on 
life expec tancy .

T h e  Tax Reform A c t  of 1986 height­
e n e d  in terest in defe rred -com pensa t ion  
p lans by p lacing  cons id e rab le  res tr ic ­
tions on  the  tax deferra l  for e m p lo y ee  
c o n t r ib u t io n s  to ind iv idual re t i re m en t  
a c c o u n ts .  ■

rec o rd k e ep in g  serv ices  specifically  
d es ig n ed  for go v e rn m e n ts ,  w h ich  are  
no t p rov ided  by m o s t  LGIPs.

GFOA Guidance
T h e  G o v e r n m e n t  F in an ce  O fficers  

A ssoc ia tion 's  S tan d in g  C o m m it t e e  on 
C ash  M a n a g e m e n t  has  previously 
en d o rse d  local g o v e rn m e n t  use of  
LG IPs an d  is now  s tudy ing  the  var ious  
issues as so c ia te d  with p ro p e r  adm in is ­
tra t ion  an d  use  o f  L G IPs.  G u ide l ines  
for LG IPs will be issued by the  National 
A ssocia tion  of S tate  T reasurers  (NAST) 
la te r  this year. Investment Exchange 
will prov ide fu r th e r  in fo rm ation  on  this 
to p ic  as it b e c o m e s  ava ilab le .  ■



( O r d i n a n c e / O r d e r / R e s o l u t i o n ) 
A u t h o r i z i n g  J o i n t  I n v e s t m e n t  
o f  P ublic  F unds

L o ca l  
G o v e r n m e n t  

I n v e s tm e n t  F u n d  
fo r  T ex a s

W H E R E A S ,  ____________________________________ (th is  “ G o v e r n m e n ta l  E n t i ty ” ) is a “ local g o v e r n m e n t"
w ith in  the  m e a n in g  o f  T h e  In ter loca l  C o o p e ra t io n  A c t .  A r t ic le  4 4 l 3 ( 3 2 c ) ,  V e m o n ’s T e x a s  C iv i l  S ta tu te s ,  as  
a m e n d e d  ( the  " In te r lo ca l  A c t" ) ,  an d  as such  is a u th o r iz e d  to  c o n t ra c t  w ith  o n e  o r  m o re  o th e r  su c h  local 
g o v e r n m e n ts  fo r  the jo in t  in v e s tm e n t  o f  p u b l ic  funds  o f  su c h  local g o v e r n m e n ts  in an y  in v e s tm e n ts  in w h ic h  
e a ch  su c h  local g o v e rn m e n t  is a u th o r ized  to  inves t  its funds:

W H E R E A S ,  th is  G o v e rn m e n ta l  En ti ty  is au th o r ized  by  the  P ub lic  F u n d s  In v e s tm e n t  A c t  o f  1987. A rt ic le  
8 4 2 a -2 .  V e r n o n 's  T e x a s  C iv il  S ta tu tes ,  as a m e n d e d  ( the  “ P u b lic  In v e s tm e n t  A c t" ) ,  to  in v e s t  its p u b lic  funds  
in an y  o f  the  o b l ig a t io n s  o r  se cu r i t ie s  d e s c r ib e d  in s e c t io n  2 o r  3 o f  the  P u b lic  I n v e s tm e n t  A c t ,  as  a m e n d e d .

W H E R E A S ,  the  jo in t  in v e s tm e n t  o f  local pu b l ic  fu n d s  is in the  bes t  in te re s t  o f  this  G o v e r n m e n ta l  E n ti ty  an d  
its inhab itan ts :  and

W H E R E A S ,  this  G o v e rn m e n ta l  E n ti ty  th e re fo re  d es i re s  to  a u th o r iz e  the  jo in t  in v e s tm e n t  o f  its p u b l ic  funds 
w ith  o th e r  local g o v e rn m e n ts  p u rsu an t  to the In ter local  A c t  a n d  to  e n t e r  in to  a c o n t ra c t  w ith  su c h  local 
g o v e r n m e n ts  to  p ro v id e  for the  te rm s  on  w h ic h  p u b l ic  funds  so  in v e s te d  m a y  b e  c o m b in e d ,  inves ted ,  
se c u re d ,  a n d  a c c o u n te d  for:

N O W , T H E R E F O R E .  B E  IT  [ O R D A I N E D / O R D E R E D / R E S O L V E D |  B Y  T H E  [C IT Y  C O U N C I L /C I T Y  
C O M M I S S I O N / C O M M I S S I O N E R S  C O U R T /B O A R D  O F  T R U S T E E S ]  (T H IS  “ G O V E R N I N G  B O D Y " )  
O F _____________________________________________ T H A T :

S e c t io n  I .  Authorization o f  Contract. T h e  te rm s  o f  the  C o m m o n  I n v e s tm e n t  C o n t ra c t  a t ta c h e d  h e re to  as 
E x h ib i t  A ,  in c lu d in g  the  in v e s tm e n t  ob je c t iv es  and  p u rp o se s  d e s c r ib e d  th e re in ,  are  h e re b y  a p p ro v e d .  T h e  
[ M a y o r /C o u n ty  Ju d g e /P re s id e n t  o f  the  B o a rd  o f  T ru s te e s ]  o f  the G o v e r n m e n ta l  E n ti ty  is h e re b y  a u th o r iz e d  
an d  in s t ru c ted  to  e x e c u te  an d  d e l ive r ,  and  the [S e c re ta ry /C o u n ty  C le rk /S e c re ta ry  o f  the  B o a rd  o f  T ru s te e s ]  
o f  this  G o v e r n m e n ta l  Enti ty  is h e reby  au th o r ized  to  a t tes t ,  a  C o m m o n  In v e s tm e n t  C o n t ra c t  s u b s ta n t ia l ly  in 
the  fo rm  a n d  to the  e f fec t  so  a t tac h ed  ( the  “ In te r loca l  C o n t r a c t” ), and  th e re  up o n  the d e s ig n a t io n s ,  
d e le g a t io n s ,  ap p ro v a ls ,  an d  a u th o r iza t io n s  d e s c r ib e d  th e re b y  sha ll  be  au th o r iz e d ,  a p p ro v e d ,  a n d  g ra n te d  by  
th is  G o v e r n m e n ta l  en t i ty  w ith o u t  fu r the r  ac t  by  this  G o v e r n in g  B o d y .

S e c t io n  2. Authorization o f Investments. U p o n  the  e x e c u t io n  o f  the  In te r lo c a l  C o n t ra c t  by  this  
G o v e r n m e n ta l  Entity ,  ea c h  o f f ic e r  and  e m p lo y e e  o f  th is  G o v e r n m e n ta l  E n t i ty  w h o  is d e s ig n a te d  to  be 
r e sp o n s ib le  for the  in v e s tm e n t  o f  p ub l ic  funds  o f  this G o v e r n m e n ta l  E n ti ty  p u rsu a n t  to A rt ic le  4 4 1 3 (34c) .  
V e r n o n ’s T e x a s  C iv il  S ta tu tes ,  as a m e n d e d  ( the  “ In v e s tm e n t  P ro c e d u re s  A c t" ) ,  is a u th o r iz e d  to  t ran s fe r  
pub lic  fu n d s  o f  th is  G o v e rn m e n ta l  E n ti ty  to  the  F u n d  to  be  c re a te d  b y  the  In te r loca l  C o n t ra c t  in o r d e r  to 
ac q u ire  an  in te res t  in any  S er ies  the reo f,  p ro v id e d  tha t ,  in the  ca se  o f  a n y  S e r ie s  o th e r  th a n  the  init ia l  S er iqs  
c re a te d  by  the  In ter local  C o n tra c t ,  (1) the funds  o f  su c h  S e r ie s  m a y  be in ves ted  so le ly  in o b l ig a t io n s  
d e s c r ib e d  in the  P u b lic  In v es tm en t  A c t  o r  in an y  o th e r  o b l ig a t io n s  in w h ic h  th is  G o v e r n m e n ta l  E n t i ty  m a y  
law fu l ly  inves t  its funds and  (2)  this  G o v e rn in g  B o d y  has  a p p r o v e d  the  in v e s tm e n t  ru les  an d  po l ic ie s  
g o v e r n in g  such  inves tm en ts .  All such  t ran s fe rs  sha ll  be  m a d e  in a c c o r d a n c e  w ith  in v e s tm e n t  p o l ic ie s  and  
p ro c e d u re s  h e re to fo re  a d o p te d  by  this  G o v e rn m e n ta l  E n ti ty  p u rsu a n t  to  the In v e s tm e n t  P ro c e d u re s  A c t.  as 
su c h  p o l ic ie s  and  p ro ce d u re s  m a y  be a m e n d e d  from  t im e  to  t im e ,  bu t to  the  s a m e  e x te n t  as i f  su c h  p o l ic ie s  
a n d  p r o c e d u re s  ex p re ss ly  a u th o r ized  such  transfe rs  as d i r e c t  in v e s tm e n ts  o f  p u b lic  funds  o f  this  
G o v e r n m e n ta l  E ntity .



S e c t io n  3 .  Notices. Etc. All n o t ices ,  d e m a n d s ,  r eq u e s ts ,  d ra f ts ,  c o n s e n ts ,  a p p ro v a ls ,  w a iv e rs ,  ba l lo ts ,  and  
o th e r  d o c u m e n t s  a n d  ac t io n  w h ic h  m a y  be g iv e n  o r  ta k e n  by  th is  G o v e r n m e n ta l  E n ti ty  u n d e r  the  In terlocal 
C o n t ra c t  m a y  b e  g iv e n  o r  taken  by any  o f f ic e r  o f  this  G o v e r n m e n ta l  E n ti ty  w h o  at the t im e  is d es ig n a te d  
p u rsu an t  to  the  I n v e s tm e n t  P ro c e d u re s  A c t  as  r e sp o n s ib le  fo r  the  in v e s tm e n t  o f  p ub l ic  funds  o f  this 
G o v e r n m e n ta l  Entity .

S e c t io n  4 .  Further Acts. E ach  o f f ic e r  o f  th is  G o v e r n m e n ta l  E n t i ty  is h e reby  a u th o r iz e d  to  take  an y  and  all 
ac t io n  n e c e s sa ry  to  e f f e c t  the  In ter local  C o n t ra c t  and  jo in t  in v e s tm e n ts  au th o r ized  h e re b y  and  to p e r fo rm  any  
o b l ig a t io n  o f  th is  G o v e r n m e n ta l  E n ti ty  th e re u n d e r .

S e c t io n  5 .  Repealer. A ll  o rd in a n c e s ,  o rd e rs ,  o r  r e so lu t io n s ,  o r  p a r ts  th e re o f ,  w h ic h  are  in c o n f l ic t  o r  
in c o n s is te n t  w ith  a n y  p ro v is io n  h e r e o f  a re  h e re b y  r e p e a le d  an d  d e c la re d  to  be  in a p p lic ab le  to  the ex ten t  o f  
su c h  c o n f l i c t ,  and  the  p ro v is io n s  h e r e o f  sha ll  b e  and  re m a in  c o n t ro l l in g  as  to the  m a tte rs  o rd a in e d ,  o rd e red ,  o r  
re so lv e d  he re in .

Governmental Entities interested in participating in the Fund may utilize the forgoing resolution or you may 
create your own. The provisions listed below are provided fo r  your convenience and should he included in 
any resolution created by participating local entities.

P r o v is io n s  t o  be  I n c l u d e d  in A c t i o n  A u t h o r iz in g  
t h e  C o m m o n  I n v e s t m e n t  C o n t r a c t  C reating  t h e  
L o c a l  G o v e r n m e n t  I n v e s t m e n t s  F und  fo r  T exas

1. A u th o r iz a t io n  fo r  o n e  o r  m o r e  o f f ic e r s  o f  the p a r t ic ip a n t  to  e x e c u te  an d  d e l iv e r  the  C o m m o n  
I n v e s tm e n t  C o n t ra c t .   -

2. A p p ro v a l  o f  the  in v e s tm e n t  o b je c t iv e s  a n d  p u rp o se s  d e s c r ib e d  in the  C o n tra c t .

3. A u th o r iz a t io n  o f  th e  tran s fe r  fo r  in v e s tm e n t  o f  p u b l ic  fu n d s  o f  the  pa r t ic ipan t  to  the  L ocal  
G o v e r n m e n t  In v e s tm e n t  F und  fo r  T e x a s .

I.TIP-DR-1289
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A m e n d m e n t s  p r o p o s e d :

S e c t i o n  3 7 . 2 5 . 0 5 0  (b) o f  S e n a t e  B i l l  182 a n d  H o u s e  B i l l  199 
s h o u l d  b e  m o d i f i e d  t o  i n c l u d e  w i t h i n  t h e  d e f i n i t i o n  o f  " p u b l i c  
e n t i t y "  t h e  S t a t e  o f  A l a s k a  as w e l l  as a s u b d i v i s i o n  o f  t h e  
St a t e ,  i n c l u d i n g  a m u n i c i p a l i t y ,  s c h o o l  d i s t r i c t ,  r e g i o n a l  
e d u c a t i o n a l  a t t e n d a n c e  a r e a  o r  s e r v i c e  a r e a  w i t h i n  t h e  
u n o r g a n i z e d  b o r o u g h ;  o r  a n  o r g a n i z a t i o n  c o m p o s e d  o f  p u b l i c  
e n t i t i e s .  T h e  e x p a n d e d  d e f i n i t i o n s  w o u l d  a l l o w  t h e  G e n e r a l  
I n v e s t m e n t  F u n d  o f  t h e  S t a t e  t o  b e  a p a r t i c i p a n t  i n  t h e  
i n v e s t m e n t  p o o l .

T h e  D e p a r t m e n t  o f  R e v e n u e  b e l i e v e s  that' t h e  f o r m a t i o n  o f  an 
i n v e s t m e n t  p o o l  f o r  m o n e y  m a r k e t  s e c u r i t i e s  w i t h i n  t h e  D i v i s i o n  
o f  T r e a s u r y  w o u l d  o f f e r  t h e  f o l l o w i n g  b e n e f i t s .

1. U s e  o f  T r e a s u r y ' s  e x p e r t i s e  i n  i n v e s t m e n t  a n d  c a s h  
m a n a g e m e n t  m a t t e r s .

2. T r e a s u r y ' s  e x i s t i n g  a r r a n g e m e n t s  f o r  c u s t o d i a l  s e r v i c e s  
c a n  a c c o m m o d a t e  a p a r t i c i p a n t  i n v e s t m e n t  p o o l .

3. T r e a s u r y  h a s  a l r e a d y  e s t a b l i s h e d  c a s h  c o n c e n t r a t i o n  
p r o c e d u r e s  w i t h i n  b a n k s  l o c a t e d  i n  A l a s k a  w h i c h  c o u l d  
b e  u s e d  b y  p u b l i c  e n t i t i e s  t o  t r a n s f e r  f u n d s  t o  t h e  
i n v e s t m e n t  p o o l .

4. U s e  o f  T r e a s u r y ' s  e x i s t i n g  A C H  e l e c t r o n i c  f u n d s  
t r a n s f e r  c a p a b i l i t i e s  w h i c h  a c c o m o d a t e s  m o v e m e n t  o f  
d e p o s i t s  a n d  w i t h d r a w a l s  t o  a n d  f r o m  t h e  b a n k  a c c o u n t s  
o f  t h e  p a r t i c i p a n t s .

5. I n c l u s i o n  o f  t h e  G e n e r a l  I n v e s t m e n t  F u n d  as  a 
p a r t i c i p a n t  w o u l d  a s s u r e  t h e  i n v e s t m e n t  p o o l ' s  
o b j e c t i v e s  o f  e n h a n c e d  y i e l d s ,  l i q u i d i t y  a n d  
p r e s e r v a t i o n  a n d  s a f e t y  o f  c a p i t a l .

6. P r o b a b l e  o v e r a l l  l o w e r  c o s t  b e n e f i t s  t o  a l l  
p a r t i c i p a n t s .

T r e a s u r y  w o u l d  a n t i c i p a t e  t h e  f o l l o w i n g  a n n u a l  c o s t s  i f  it w a s  
c h a r g e d  w i t h  t h e  r e s p o n s i b i l i t y  o f  e s t a b l i s h i n g  a n d  m a n a g i n g  an 
i n v e s t m e n t  p o o l  o f  a n  a s s u m e d  s i z e  o f  $ 5 0 0  m i l l i o n .

P e r s o n a l 1 F T P  C a s h  m g t  p o s i t i o n  $ 5 0 , 0 0 0
1/2 F T P  I n v e s t m e n t  o f f i c e r  4 0 , 0 0 0
1 F T P  A c c o u n t a n t  5 0 , 0 0 0

C o n t r a c t u a l  C u s t o d i a l  f e e s  @ 5 b p s 1 2 5 0 , 0 0 0

1"bps", o r  " b a s i s  p o i n t s " ,  is t h e  s t a n d a r d  o f  m e a s u r e m e n t s  
o f  l e s s  t h a n  o n e  p e r  cent. O n e  b p s  e q u a l s  o n e  p e r c e n t  o f  one 
p e r c e n t .



<r c

External audit 25,000

E q u i p m e n t /  C o m m u n i c a t i o n s ,  c o m p u t e r
S u p p l i e s  s o f t w a r e  a n d  e q u i p m e n t

e n h a n c e m e n t s 7 5 , 0 0 0

• i T o t a l $ 4 9 0 , 0 0 0

$ 4 9 0 , 0 0 0  r e p r e s e n t s  a c o s t  o f  0 . 0 0 0 9 8  (9.8 bps) o f  t h e  $ 5 0 0  
m i l l i o n  p o o l  t o t a l .  F o r  e x a m p l e ,  a n  8.0 p e r  c e n t  g r o s s  
i n v e s t m e n t  r e t u r n  w i l l  n e t  t o  7.9 p e r  c e n t  a f t e r  T r e a s u r y ' s  t o t a l  
e x p e n s e s .  T h e  o n l y  v a r i a b l e  c o s t  is c u s t o d i a l  f e e s  w h i c h  w o u l d  
i n c r e a s e  s l i g h t l y  b y  a d d i t i o n a l  a s s e t  a m o u n t s  t o  t h e  i n v e s t m e n t  
p o o l .  B e c a u s e  o f  s c a l e s  o f  e c o n o m y ,  t h e  i m p a c t  o f  T r e a s u r y ' s  
e x p e n s e s  o n  g r o s s  e a r n i n g s  w o u l d  b e  r e d u c e d  f u r t h e r  b y  i n v e s t m e n t  
p o o l s  g r e a t e r  t h a n  $5 0 0  m i l l i o n .
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DOCUMENTS WHICH HAVE NOT BEEN FILMED BUT ARE 

AVAILABLE IN THE ORIGINAL FILE INCLUDE:

INFORMATION, ORDINANCES, AND STATUTES RELATING TO 
PUBLIC INVESTMENT POOLS FROM:

1. THE STATE OF TEXAS

2. IOWA STATUTES

3. OREGON STATE TREASURY INFORMATION AND STATUTES




