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MINUTES OF THE _SENATE  COMMITTEE ON Here D Meh
The meeting was called to order by Senatghiirpiiil Hess at
_11:00 am/gd on February 28, 1983 , 19__in room _123=S  of the Capitol.

All members were present except:
Senators Harder and McCray

Committee staff present:

Research Department: Marlin Rein, Sherry Brown, Mary Galligan, Richard Ryan
Revisor's Office: Norman Furse

Committee Office: Mark Skinner, Doris Fager

Conferees appearing before the committee:

Don Hoffman, Attorney, appearing for State Treasurer Joan Finney
Ron Todd, Insurance Commissioner's Office

James Cobler, Division of Accounts and Reports

Jay Breidenthal, Security National Bank, Kansas City, Kansas

SB 217 — Fee Agency Accounts of State Agencies

Mr. Hoffman said that there has been a considerable amount of
difficulty under present legislation in ascertaining who has the principal
responsibility for the administration of fee agency bank acounts. He noted
that one of the specific areas creating problems is the University of Kansas
Medical Center fee accounts. Existing legislation requires these accounts
be rotated, and also requires that the banks be conveniently located to KUMC.

Mr. Hoffman explained that the amendment in SB 217 would place
fee agency accounts under the exclusive jurisdiction of the Pooled Money
Investment Board. Banks would then bid competitively on these accounts
based on compensating arrangements. Contracts could be tailored to fit
the specific fee agency account in guestion, and the obligations of the
winning bank could also be set by contract.

Mr. Hoffman said there had been some difficulty getting funds from
some of the banks involved into the State Treasury. As a result, substantial
sums of interest money have been lost. Some in-house studies have been done
concerning forcing banks to turn over funds to the state treasury on a quicker
basis. Those studies have indicated there would be substantial savings to
the state if that were done uniformly and if administration were centralized.
Mr. Cobler said his office is prepared to cite examples of transactions to
prove Mr. Hoffman's point.

Senator Bogina asked if there are problems anywhere except in

Wyandotte County in connection with KUMC. Mr. Hoffman said there have been

a number of cases where money has been held within banks beyond when the
Pooled Money Investment Board would have thought prudent. He said the only
lawsuit action has been in Wyandotte County, where a bank which lost the
account under rotation noted that--under existing legislation where the phrase
stating the bank must be conveniently located to the agency having such
account--this bank was obviously more conveniently located than some of the
other banks in the rotation. It asked the Court to declare that other banks

in Wyandotte County were so inconvenient to the agency that they should
not be allowed to be in the rotation. The lawsuit was dismisseé by the Judge.

Mr. Hoffman concluded that the basic theory of the proposed legislation
is to consolidate the administration of accounts in the Pooled Money Investment
Board.

Mr. Breidenthal said that, in his opinion, bidding this type of

account is not totally the answer. He suggested that rules and regulations
would accomplish the same thing. He added that the problem with bidding the
accounts is that it cuts out the small banks in the state. In connection

with Mr. Hoffman's statement concerning the need for getting funds into the
state treasury on a quicker basis, Mr. Breidenthal said he did not feel the
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SB 217 - Continued

accounts are large enough that it will make that much difference in the
amount of money the state receives.

Senator Hein suggested that the state should operate on the same
basis as a private business; and if so, would probably go to larger banks,
anyway. Mr. Hoffman answered that if there were rules and regulations
set up by the state, that point would be reached. He added that
it might be well to consider that all banks involved are in the State of Kansas,

that they invest primarily in their own counties:; and that the only way

they can do that is by new deposits. If the state loses a day's worth of
float, perhaps the small bank will be helped.

SB 219 - Investment of public monevs by pooled money investment board:
Repurchase Agreements

In connection with this measure, Mr. Hoffman distributed Attachments
A, B. and C. He stated that the proposal in gquestion permits the Pooled
Money Investment Board, in its discretion, to go directly to Wall Street for
the taking of repurchase agreement bids. Following Mr. Hoffman's statement,
there were questions concerning whether there was someone in the State
Treasurer's office who was competent in handling the repurchase agreements.
Mr. Hoffman answered that someone in the Pooled Money Investment Board
handles these funds, and suggested that it is a simple process.

Following a series of questions from committee members regarding
SB 219, the meeting was adjourned by the Chairman.
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