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CBA-Sponsored Bill Further Expands Local  
Agency Eligible Deposits   

 

nder existing law, a local agency is permitted to 

place up to 30% of its surplus funds in a 

depository institution’s certificates of deposit in 

excess of available FDIC deposit insurance without 

pledging collateral if the institution participates in 

reciprocally-insured CDs and if other conditions are 

met.
1
 A local agency may also place surplus funds in 

reciprocally insured “deposits” in any one private 

sector entity. The term deposits is not defined, but at 

the time this provision was adopted under AB 279 in 

2013, more liquid types of insured reciprocal deposits 

were available in the market such as cash sweeps into 

money market accounts. No more than 10% of an 

agency’s surplus funds may consist of non-CD 

deposits placed with a single placement service.  

 

AB 283, adopted this year by the California 

Legislature and signed by Governor Brown, the 10% 

concentration limit on non-CD deposits is eliminated. 

In effect, the bill aligns the statutory treatment of 

deposits with certificates of deposit since both types 

of deposits enjoy insurance above the FDIC’s limit. 

Depository institutions have been reluctant to offer 

their non-CD placement services because of the 

relatively small deposits that the 10% limit allows 

them to accept. Thus, local agencies have not used this 

authority under the existing law.  

                                                           
1
 Those conditions are: (i) the institution taking 

the original deposit must be “in this state;” (ii) the 

principal and earned interest must be insured at 

all times; (iii) the institution serves as a 

“custodian”; and (iv) the agency’s deposits stay 

local (allowing for reciprocal deposits) for use by 

the institution. See Government Code Section 

53601.8.   

Additionally, AB 283 extends the sunset provision 

applicable to non-CD deposits from January 1, 2017 

to January 1, 2021. The provision on reciprocal 

certificates of deposit has no sunset date, and the 30% 

limit on agencies’ surplus available for deposit is 

unchanged.  

 

Thus, under the new bill, an agency may place 30% of 

its surplus entirely in reciprocally-insured CDs or 

entirely in a single non-CD reciprocal deposit service. 

The bill becomes effective as of January 1, 2016. 

Kevin Gould was CBA’s lead lobbyist on this bill. 
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