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SUBSTI TUTE HOUSE BI LL 1183

AS AMENDED BY THE SENATE
Passed Legislature - 1999 Regul ar Session
St ate of WAshi ngt on 56th Legislature 1999 Regul ar Sessi on

By House Committee on State Governnent (originally sponsored by
Representatives H Sommers, Huff, Romero, McMorris, McIntire and Esser;
by request of State Treasurer)

Read first tine 02/12/1999.

AN ACT Relating to the state treasurer negotiating state-w de
custody contracts; adding a new section to chapter 43.08 RCW adding a
new section to chapter 39.58 RCW creating a new section; and providing
an effective date.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW_ SECTI ON. Sec. 1. Local governnents enter into separate,
i ndi vidual contracts with banks for custody services. The rate and
terms which each | ocal governnent obtains froma given bank sonetines
varies wdely depending upon the size of the local governnment’s
portfolio, and thus fails to provide all of the state’'s taxpayers with
t he nost advantageous rates and terns for such custody services. The
purpose of this act is to enable | ocal governnents and institutions of
hi gher  educati on, through a state-wide custody contract, to
col l ectively obtain the nost advantageous rate and terns froma single
financial institution for custodial banking services. Under such a
state-w de custody contract, snaller |ocal governnents may receive a
hi gher | evel of service, while paying | ower fees than they m ght have
i ndi vi dual | y obt ai ned.
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NEW SECTION. Sec. 2. A new section is added to chapter 43.08 RCW
to read as foll ows:

(1) The state treasurer is authorized to negotiate a state-w de
custody contract for custody services for |local governnments and
institutions of higher education. The term of the contract shall be
for a mninmum of four years.

(2) The state treasurer shall, as soon as is practical after
negoti ati ons have been successfully conpleted, notify | ocal governnents
and i nstitutions of higher education that a state-w de custody contract
has been negoti at ed.

(3) Following such notification, each local governnent or
institution of higher education may, at its option, becone a signatory
to the state-wide contract. Each |ocal government or institution of
hi gher education may only becone a signatory to the contract by having
its authorized | ocal governnment official or financial officer and the
stat e-w de cust odi an execute the state-wi de contract. The contract is
bet ween t he st at e-w de custodi an and the respective | ocal governnent or
institution of higher education. It is the responsibility of the | ocal
government official or financial officer to fully understand the terns
and conditions of the state-wide custody contract prior to its
execution, and to ensure those terns and conditions are observed by the
state-w de custodian during the termof the contract.

(4) The state treasurer may adopt rules to i nplenent this section,
i ncluding, but not limted to, those rul es deened necessary to provide
for an orderly transition in the event of a different state-w de
custodian in a new state-w de custody contract.

(5) Any state-w de custodi an who becones a signatory to the state-
w de custody contract may be exenpted fromthe requirenents of chapter
39.58 RCWfor the purposes of this section, based on rul es adopted by
the public deposit protection conm ssion.

(6) For the purposes of this section:

(a) "Financial institution" neans a bank or trust conpany chartered
and supervised under state or federal |aw,

(b) "Local governnent" neans any county, city, town, special
purpose district, political subdivision, nunicipal corporation, or
guasi - muni ci pal corporation, including any public corporation created
by such an entity, which legally possesses and exercises investnment
aut hority;
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(c) "State-wi de custody contract” neans a contract negotiated
between the state treasurer and a financial institution that
establishes ternms and fees for custody services which are optional to
any | ocal governnent for the termof the contract;

(d) "State-w de custodian" neans the financial institution with
whomthe state treasurer has negotiated a state-w de custody contract;

(e) "Custody services" neans services perforned by a financia
institution such as the settl enent, saf ekeepi ng, val uati on, and mar ket -
value reporting of negotiable instrunents owned by the |ocal
gover nnent ;

(f) "Local governnent official" nmeans any officer or enpl oyee of a
| ocal governnment who has been designated by statute or |ocal charter
ordi nance, or resolution as the officer having the authority to invest
the funds of the Iocal governnment. However, the county treasurer is
the only local governnment official for all political subdivisions for
whi ch the county treasurer has statutory or contractual authority to
i nvest the funds thereof;

(g) "Financial officer" means the board-appointed treasurer of a
coll ege, university, comrunity or technical college district, or the
state board for community and technical coll eges.

NEW SECTION. Sec. 3. A new section is added to chapter 39.58 RCW
to read as foll ows:

A state-w de custodi an under section 2 of this act may be exenpted
fromthe requirements of this chapter, based on rules adopted by the
public deposit protection comm ssion.

NEW SECTION. Sec. 4. This act takes effect Septenber 1, 1999.

Passed the House April 19, 1999.

Passed the Senate April 14, 1999.

Approved by the Governor May 13, 1999.

Filed in Ofice of Secretary of State May 13, 1999.
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