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FISCAL AND POLICY NOTE

Senate Bill 617 (Senator DeGrangeal.)
Budget and Taxation Appropriations

L ocal Government - Deposits of Unexpended or Surplus Money

This emergency bill alters the maximum amount of unexpended or siwpls that a
local government may deposit at a financial institution wherebyirtktitution arranges
for the funds to be deposited into one or more certificates of défdjtat one or more
federally insured banks or savings and loan associations. The maximitnis
increased from $100,000 to an amount equal to the applicable Federait Drepoance
Corporation (FDIC) maximum insurance coverage limit.

Fiscal Summary
State Effect: None.
Local Effect: Potential meaningful operational benefit to local governments. |Loca
governments may also realize a minimal increase in investimeome. Local

expenditures are not affected.

Small Business Effect: None.

Analysis

Current Law: A local government may deposit unexpended or surplus money in any
federally insured bank or savings and loan association. Any depeish financial
institutions in excess of the FDIC limit must be collaieeal by the financial institution.
Any amount in excess of the FDIC limit may be deposited without fitmencial
institution pledging collateral to secure the deposits as long as:



° the financial institution arranges for the amount over the lbmitbe further
deposited into one or more CDs in other federally insured financial institutions;

° each CD cannot exceed $100,000;
° the CDs must be issued for the benefit of the local government;

o the local government’s financial institution must receive dep@sits customs of
the other financial institutions equal to the amount of money investib IGDs;
and

o the local government’s financial institution acts as custodian ther local
government with respect to the CDs.

The FDIC insures deposits in most banks and savings and loaratiessdocated in the
United States. The FDIC protects depositors against the losisewfdeposits if a
FDIC-insured bank or savings and loan association fails. FDIC insurarmacked by
the full faith and credit of the U.S. government. In October 2008, Fidgosit
insurance was temporarily increased from $100,000 to $250,000 per depositghthr
December 31, 2009.

Local Fiscal Effect: The bill provides an operational benefit to local governments by
increasing the amount of unexpended or surplus funds that a particulagdeeahment
can invest in an individual CD. The State Treasurer’s Offidecates that this bill will
allow a more efficient distribution of local government surplus fumkdish are deposited

in community banks.

Additional Information
Prior Introductions. None.
CrossFilee HB 1191 (Delegate Conwagt al.) - Appropriations.

Information Source(s): Maryland Association of Counties; Treasurer's Office;
Department of Legislative Services

Fiscal Note History:  First Reader - March 6, 2009
mcp/hlb
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