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Brief Description:  Allowing a public depository to arrange for reciprocal deposits of public 
funds.

Sponsors:  Senators Benton, Mullet, Angel and Keiser.

Senate Committee on Financial Institutions & Insurance
House Committee on Business & Financial Services

Background:  The Public Deposit Protection Commission (Commission) is comprised of the 
State Treasurer, Governor, and Lieutenant Governor.  The Commission administers a 
program to ensure public funds deposited in banks and thrifts are protected if a financial 
institution becomes insolvent.  The Commission approves which banks and thrifts can hold 
state and local government deposits and monitors collateral to secure uninsured public 
deposits when deposits exceed the amount insured by the Federal Deposit Insurance 
Corporation (FDIC).  The standard insurance amount through the FDIC is $250,000 per 
depositor, per insured bank.

Current state law generally prohibits the deposit of public funds outside of the state.  There 
are several exceptions to the general prohibition, including the following:

�
�
�

�

�

funds deposited under a fiscal agency contract with the state fiscal agent;
funds deposited under a custodial bank contract with the state's custodial bank;
funds deposited under a local government multi-state joint self-insurance program as 
provided in RCW 48.62.081; 
a demand deposit account maintained by a treasurer outside of Washington solely for 
the purpose of transmitting money for deposit in public depositories; and
a demand deposit account maintained by a treasurer for higher education endowment 
funds used for specified study or research programs being performed outside 
Washington.

An account must be authorized by the Commission or the Chair if delegated that authority by 
the Commission.  There must be good cause for the account.  The account may be limited in 
time, terms, and conditions as the Commission or Chair deem appropriate.

––––––––––––––––––––––

This analysis was prepared by non-partisan legislative staff for the use of legislative 
members in their deliberations. This analysis is not a part of the legislation nor does it 
constitute a statement of legislative intent.
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Summary:  An exception is added to the list of instances when public funds may be 
deposited outside the state.  Public funds may be deposited outside of Washington State if the 
following conditions are met:

�
�

�

�

�

the funds are initially deposited in a public depository located in the state;
the selected in-state depository arranges for the funds to be deposited in one or more 
federally insured banks or savings and loan associations;
the full amount of the principal and any accrued interest is insured by an agency of 
the federal government;
the in-state public depository will act as custodian with respect to the out-of-state 
deposits; and
on the same day the funds are deposited, the in-state public depository receives 
deposits from customers or other financial institutions in an amount equal to or 
greater than the amount of funds initially deposited by the state or local government.

Votes on Final Passage:  

Senate 49 0
House 97 0

Votes on Veto Override:

First Special Session
Senate 43 0
House 87 7

Effective:  June 28, 2016
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