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BACKGROUND:

Localgovernmentsareauthorizedtoinvest theirmoneysin a varietyofinvestments.

All localgovernmentsmaydeposittheirmoneyintosavingsaccounts,timeaccounts,ormoneymarket
depositaccountsofdesignatedpublicdepositories.A publicdepositoryis a financialinstitutiondesignatedby
theWashingtonpublicdepositorycommission,orstate financecommittee,(composedofthe statetreasurer,
lieutenantgovernor,andgovernor)thatacceptspublicdepositsofmoneysandis requiredtosegregatea
certainamountofsecuritiesapartfromits otherassetsassecurityfor thepublicmoneysondeposit.The
statefinancecommitteeis authorizedtotake controlofthesesecuritiesif thepublicdepositoryhasa loss
anduseproceedsfromthesaleofthesesecuritiestoreimbursethelocalgovernmentsthatdepositedmoneys
in thefailingfinancialinstitutionfor theirloses.

Inaddition,localgovernmentsareallowedtoinvest theirmoneysin a varietyofsecurities,includingfederal
securitiesorother obligationsoffederalagencies,bankersacceptancespurchasedonthesecondarymarket,
federalhomeloanbanksecurities,andfederallandbanksecurities.Citiesandtownsmayalsoinvestin
othertypesofsecurities,includingWashingtonstatebonds,generalobligationbondsandutility revenuebonds
ofanycity ortown in thestate,andtheirownlocalimprovementdistrictbonds.

Thestatetreasureractsasthe treasurerfor publicmoneysprovidedtoinstitutionsofhighereducation.
However,eachfour-yearinstitutionofhighereducationhasdirectcontroloverothermoneysprovidedtothe
institution,suchasgrantsandbequests,aswell astuitionfees,andmayinvestthesemoneys.

SUMMARY:

CommencingonSeptember1,1999, thestatetreasurermaynegotiatea statewidecustodycontractto
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providecustodialbankingservicesoninvestmentsmadebylocalgovernmentsandinstitutionsofhigher
education.Custodialbankingservicesareservicesfor thesettlement,safekeeping,valuation,andmarket-
valuereportingofnegotiableinstrumentsownedbya localgovernmentorinstitutionofhighereducation.
Thecontractmustlastfor a periodofatleast fouryears.If a newstatewidecustodianis designated,the
statetreasureris authorizedtoadopt rulestoensuretheorderlytransitionfromthepriorcustodiantothe
newcustodian.

Anylocalgovernmentorinstitutionofhighereducationmay,atits option,becomea signatorytothe
statewidecontractfor custodyservices,whichis a contractbetweentheparticipatinglocalgovernmentsor
institutionofhighereducationandthe statewidecustodian,andutilizethecustodialbankingservicesofthe
statewidecustodian.

FISCALNOTE:Notrequested.

EFFECTIVEDATE:Thisact takeseffectSeptember1,1999.
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