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STATE OF NEW YORK

6740
2013- 2014 Regul ar Sessi ons
I N ASSEMBLY
April 17, 2013

Introduced by M of A BARRON -- read once and referred to the Commttee
on Banks

AN ACT to amend the banking law, the state finance |aw, the education
| aw, the general city |aw, the general municipal |law, the second cl ass
cities law and the village law, in relation to permtting savings
banks, savings and |oan associations and credit unions to accept
deposits from nunicipal corporations and authorizing the deposit of
certain public funds of political subdivisions and school districts in
savi ngs banks, savings and | oan associations, and credit unions; and
to repeal certain provisions of the banking law relating thereto

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. The banking |aw is amended by adding a new section 234-c
to read as foll ows:

S 234-C. DEPCSI TS RECEI VED FROM PCLI TI CAL SUBDI VI SI ONS. A SAVI NGS BANK
THAT RECEI VES DEPOSI TS, | NCLUDI NG DEMAND, TRANSACTI ON ANDY OR Tl ME DEPCS-
I TS, FROM A POLI TI CAL SUBDI VI SION OF THI S STATE AND ACTS THEREBY AS A
DEPCSI TARY OF | TS PUBLI C MONEYS, MAY SECURE ANY PORTI ON OF SUCH DEPCSI T
VWHI CH | S NOT | NSURED BY THE FEDERAL DEPCSI T | NSURANCE CORPORATI ON OR BY
THE SAVI NGS ASSOCI ATI ON | NSURANCE FUND:

(A) A PLEDGE OF SUCH OBLI GATI ONS OR SECURI TIES AS SHALL LAWULLY BE
REQUI RED OR ACCEPTED BY SUCH DEPOCSI TOR;, OR

(B) INLIEU OF SUCH PLEDGE, BY FURNI SHHNG THE POLITICAL SUBDI VI SION
WTH A GOOD AND SUFFICIENT UNDERTAKING W TH SUFFI Cl ENT SURETIES I N
ACCORDANCE W TH THE REQUI REMENTS OF OTHER PROVI SIONS OF LAW APPLI CABLE
TO THE MONEYS OF THE POLI TI CAL SUBDI VI SI ON

A SAVINGS BANK |S HEREBY AUTHORI ZED AND EMPONERED TO RECEI VE SUCH
DEPCOSI TS, | NCLUDI NG DEMAND, TRANSACTI ON, AND/ OR TI ME DEPCSI TS, TO ACT AS
SUCH DEPOSI TARY (| NCLUDI NG THE PONERS CONTAI NED I N SECTI ON NI NETY- Sl X- B
OF TH S CHAPTER), AND TO SECURE SUCH DEPGCSI TS BY SUCH PLEDGE OR BY SUCH
UNDERTAKI NG. FOR THE PURPOSES OF THI S SECTI ON THE TERM " POLI TI CAL SUBDI -

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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VI SI ON' | NCLUDES A COUNTY, TOWN, CITY, VILLAGE, SCHOOL DISTRICT, FIRE
DI STRICT, PARK DI STRICT OR | MPROVEMENT DI STRI CT TO WHI CH ARTI CLE THI R-
TEEN OF THE TOMN LAW APPLI ES. THE POMNERS GRANTED TO A SAVINGS BANK BY
THIS SECTION SHALL BE |IN ADDITION TO, AND NOT IN LI M TATION OF, THE
PONERS CONFERRED ON SAVI NGS BANKS BY OTHER PROVI SI ONS OF LAW

S 2. Subdivision 2 of section 237 of the banking | aw i s REPEALED.

S 3. The banking law is anended by adding a new section 378-f to read
as foll ows:

S 378-F. DEPCSI TS RECElI VED FROM POLI TI CAL SUBDI VI SI ON. A SAVI NGS AND
LOAN ASSOCI ATI ON THAT RECEI VES DEPCSI TS, | NCLUDI NG DEMAND, TRANSACTI ON
AND)OR TIME DEPCSITS, FROM A POLITICAL SUBDI VI SION OF TH S STATE AND
ACTS THEREBY AS A DEPCSI TARY OF | TS PUBLIC MONEYS, MAY SECURE ANY
PORTION OF SUCH DEPCSI T WHICH | S NOT | NSURED BY THE SAVI NGS ASSOCI ATl ON
| NSURANCE FUND:

(A) A PLEDGE OF SUCH OBLI GATIONS OR SECURITIES AS SHALL LAWULLY BE
REQUI RED OR ACCEPTED BY SUCH DEPCSI TOR;, OR

(B) IN LIEU OF SUCH PLEDGE, BY FURNI SHI NG THE POLI TI CAL SUBDI VI SI ON
W TH A GOOD AND SUFFI CI ENT UNDERTAKING WTH SUFFICIENT SURETIES |IN
ACCORDANCE W TH THE REQUI REMENTS OF OTHER PROVI SI ONS OF LAW APPLI CABLE
TO THE MONEYS OF THE POLI TI CAL SUBDI VI SI ON.

A SAVI NGS AND LOAN ASSCCI ATI ON | S HEREBY AUTHORI ZED AND EMPONERED TO
RECEI VE SUCH DEPGCSI TS, | NCLUDI NG DEMAND, TRANSACTI ON ANDY OR Tl ME DEPCS-
ITS, TO ACT AS SUCH DEPCSI TARY (INCLUDING THE POANERS CONTAINED |IN
SECTI ON NI NETY-SI X-B OF TH' S CHAPTER), AND TO SECURE SUCH DEPCSI TS BY
SUCH PLEDGE OR BY SUCH UNDERTAKI NG FOR THE PURPOSES OF THI'S SECTI ON,
THE TERM " POLI TI CAL SUBDI VI SI ON' | NCLUDES A COUNTY, TOW, CITY, VILLAGE,
SCHOOL DI STRICT, FIRE DI STRICT, PARK DI STRICT OR | MPROVEMENT DI STRICT TO
VWH CH ARTICLE THI RTEEN OF THE TOAN LAW APPLI ES. THE POAERS GRANTED TO A
SAVI NGS AND LOAN ASSCCI ATION BY THI'S SECTION SHALL BE IN ADDITION TO
AND NOT IN LI M TATION OF, THE PONERS CONFERRED ON SAVI NGS AND LOAN ASSO-
Cl ATI ONS BY OTHER PROVI SI ONS OF LAW

NOTW THSTANDI NG ANY OTHER PROVISIONS OF LAW TO THE CONTRARY, ANY
DEPOSI TS RECEI VED FROM A POLI TI CAL SUBDI VI SI ON SHALL NOT BE CONSTRUED TO
CONSTI TUTE MEMBERSHI P I N THE SAVI NGS AND LOAN ASSCOCI ATI ON AND SHALL BE
CONSTRUED TO BE THAT OF A CREDI TOR OF THE SAVI NGS AND LQAN ASSOCI ATI ON.

S 4. Section 464 of the banking | aw is anmended by addi ng a new subdi -
vision 4 to read as foll ows:

4. A CREDIT UNION THAT RECEI VES DEPOCSI TS, |NCLUDING DEMAND, TRANS-
ACTI ON  AND/ OR TI ME DEPCSI TS, FROM A PCLI TI CAL SUBDI VI SION OF THI S STATE
AND ACTS THEREBY AS A DEPCSI TARY OF I TS PUBLI C MONEYS, MAY SECURE ANY
PORTION OF SUCH DEPOSIT VWHI CH IS NOT I NSURED BY THE NATI ONAL CREDI T
UNI ON ADM NI STRATI ON BY:

(A) A PLEDGE OF SUCH OBLI GATIONS OR SECURITIES AS SHALL LAWULLY BE
REQUI RED OR ACCEPTED BY SUCH DEPOCSI TOR;, OR

(B) IN LIEU OF SUCH PLEDGE BY FURNI SHI NG THE POLI TI CAL SUBDI VI SI ON
W TH A GOOD AND SUFFI CI ENT UNDERTAKING WTH SUFFICIENT SURETIES |IN
ACCORDANCE W TH THE REQUI REMENTS OF OTHER PROVI SI ONS OF LAW APPLI CABLE
TO THE MONEYS OF THE POLI TI CAL SUBDI VI SI ON.

A CREDIT UNION | S HEREBY AUTHORI ZED AND EMPONERED TO RECEIVE SUCH
DEPOSI TS, | NCLUDI NG DEMAND, TRANSACTI ON ANDY OR Tl ME DEPCSI TS, TO ACT AS
SUCH DEPOSI TARY (| NCLUDI NG THE PONERS CONTAI NED I N SECTI ON NI NETY- Sl X- B
OF TH S CHAPTER), AND TO SECURE SUCH DEPCSI TS BY SUCH PLEDGE OR BY SUCH
UNDERTAKI NG. FOR THE PURPOSE OF THI S SECTI ON THE TERM " PCLI TI CAL SUBDI -
VISION' | NCLUDES A COUNTY, TOWN, CITY, VILLAGE, SCHOOL DI STRICT, FIRE
DI STRI CT, PARK DI STRICT OR | MPROVEMENT DI STRICT TO WHICH ARTICLE TH R-
TEEN OF THE TOW LAW APPLIES. THE PONERS GRANTED TO A CREDI T UNI ON BY
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THI'S SECTI ON SHALL BE IN ADDI TION TO,L AND NOT IN LIMTATION OF, THE
PONERS CONFERRED ON A CREDI T UNI ON BY OTHER PROVI SI ONS OF LAW

NOTW THSTANDI NG ANY OTHER PROVI SI ON OF LAW TO THE CONTRARY, ANY DEPCS-
ITS RECEIVED FROM A POLITICAL SUBDIVISION SHALL NOT BE CONSTRUED TO
CONSTI TUTE MEMBERSHI P I N THE CREDI T UNI ON AND SHALL BE CONSTRUED TO BE
THAT OF A CREDI TOR OF THE CREDI T UNI ON

S 5. Subdivision 1 and the opening paragraph of subdivision 2 of
section 105 of the state finance |aw, subdivision 1 as anended by chap-
ter 204 of the |aws of 2002 and the openi ng paragraph of subdivision 2
as anmended by chapter 154 of the |laws of 1953, are anmended to read as
fol | ows:

1. Al noneys received by the conm ssioner of taxation and finance on
account of the state, excepting such noneys as are required by law to be
deposited to the credit of the conptroller, but including such noneys as
are thereafter paid into the state treasury by the conptroller, shall be
deposited by the comm ssioner of taxation and finance within three days
after the receipt thereof, either as a demand deposit or an interest-
bearing [tine] deposit (other than a time certificate of deposit), as he
and the conptroller may determ ne, in such banks, trust conpanies [and
industrial banks], CREDIT UN ONS, SAVINGS BANKS AND SAVI NGS AND LOAN
ASSCCI ATIONS as in his opinion and the opinion of the conptroller are
secure. The noneys so deposited shall be placed to the account of the
commi ssi oner of taxation and finance. He shall keep a bankbook in which
shall be entered his account of deposit in and noneys drawn fromthe
banks and trust conpanies [and industrial banks], CRED T UNI ONS, SAVI NGS
BANKS AND SAVI NGS AND LOAN ASSOCI ATIONS in which deposits are nade by
him which he shall exhibit to the conptroller for his inspection on the
first Tuesday of every nonth and oftener if required. He shall not draw
any nmoneys from such banks, trust conpanies [or industrial banks], CRED
I T UNI ONS, SAVI NGS BANKS OR SAVINGS AND LOAN ASSOCI ATIONS wunless by
checks signed and countersigned in the nmanner prescribed by section one
hundred one OF THI S CHAPTER, unl ess otherw se provided by | aw. No noneys
shall be paid by any such bank, trust conmpany [or industrial bank],
CREDIT UN QON, SAVINGS BANK OR SAVI NGS AND LOAN ASSOCI ATI ON out of any
such deposit except upon such checks. Moneys nay be paid through elec-
tronic transfer in accordance with procedures devel oped by the commi s-
sioner of taxation and finance and the conptroller and consistent wth
the requirenments of this section for recordi ng paynents. Such paynents
through el ectronic transfer shall be considered, for purposes of this
chapter, to be noneys drawn by check. Every such bank, trust conpany
[or industrial bank], CREDI T UNION, SAVINGS BANK OR SAVINGS AND LOAN
ASSCCI ATION shall transmt to the conptroller nonthly statenments of al
noneys received and paid by it on account of the conm ssioner of taxa-
tion and finance.

Every bank, trust conpany [and industrial bank], CREDI T UNI QN, SAVI NGS
BANK OR SAVI NGS AND LOAN ASSQOCI ATI ON designated for the deposit of state

noneys under the provisions of this section shall, before deposits are
made:

S 6. The openi ng, second and third undesi gnated paragraphs of section
106 of the state finance |law, the second undesi gnated paragraph as

anended by chapter 155 of the laws of 2012, are anended to read as
fol | ows:

Such noneys received by the conmm ssioner of taxation and finance as
are now deposited to the credit of the conptroller pursuant to statute,
and thereafter paid into the state treasury, shall be deposited by him
or her to the credit of the conptroller in such bank [or], trust
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conpany, SAVINGS BANK, CREDI T UNI ON OR SAVI NGS AND LOAN ASSCCI ATI ON as
shall be designated by the conptroller at such rate of interest, if any,
as shall be agreed upon by the depositary and the conptroller.

Al'l other noneys received by the comm ssioner of taxation and finance
except as provided in section one hundred five of this article and al
noneys received by any other state officer or other person receiving
noneys bel onging to the state, or for which such state officer or other
person may be responsible in his or her official capacity, and al
noneys received by any state institution, except for noneys received
pursuant to a clinical practice plan established pursuant to subdivision
fourteen of section two hundred six of the public health | aw and all
noneys received fromthe state by any charitable or benevolent institu-
tion supported in whole or in part by the state, shall be deposited to
his, her, or its credit in such bank [or], trust conpany, SAVINGS BANK
CREDIT UNION OR SAVI NGS AND LOAN ASSQOCI ATI ON as shall be designated by
the conptroller at such rate of interest, if any, as shall be agreed
upon by the depositary and the conptroller.

Every [bank or trust company] DEPCSI TORY desi ghated by the conptroller
for the deposit of any such noneys

S 7. Subdivision 1 of section 2523 of the education |aw, as anended by
chapter 794 of the laws of 1951, is amended to read as foll ows:

1. The treasurer of each city school district shall demand, collect,
recei ve and have the care and custody of noneys belonging to or due the
district fromevery source. On the business day next follow ng the day
of their receipt the treasurer shall deposit in his nane, as treasurer
of the «city school district, all such noneys in or with ONE OR MORE OR
ANY COMBI NATI ON OF such banks [or], trust conpanies, SAVINGS BANKS,
CREDI T UNI ONS OR SAVI NGS AND LQOAN ASSCCI ATI ONS as shall have been desi g-
nated as depositaries of the noneys of such district. Were the board
of education with the witten consent of +the <city authorities, has
appointed a city officer as city school district treasurer, such treas-
urer may not comm ngle school district funds with city funds.

S 8. Section 3-a of the general city |law, as added by chapter 519 of
the laws of 1936, is anended to read as foll ows:

S 3-a. Liability of city officials. No official of any city of this
state who shall deposit any noneys comng into his hands by virtue of
his office in any bank, savings bank, national banking association,
CREDI T UNI ON, trust conpany, SAVINGS AND LOAN ASSOCI ATION, or wth any

private banker, in accordance wth the provisions of any general or
| ocal law or charter, or in accordance with the official action taken by
t he governing body or board of any such city, shall be Iliable for the

| oss of any such noneys resulting fromthe default or insolvency of any
such depositary.

S 9. Subdivision 2 of section 11 of the general nunicipal law, as
anended by chapter 128 of the laws of 2012, is anmended to read as
fol | ows:

2. a. The governing board of any |ocal governnent or, if the governing
board so del egates, the chief fiscal officer or other officer having
custody of the noneys may tenporarily invest noneys not required for
i mredi at e expendi ture, except noneys the investnent of which is other-
wi se provided for by law, either: (1) in [special tine] |NTEREST-BEARI NG
deposit accounts in, or certificates of deposit issued by, a bank [or],
trust conpany, SAVINGS BANK, SAVINGS AND LQAN ASSOCIATION OR CREDI T
UNION |ocated and authorized to do business in this state; or (2) in
accordance with all of the follow ng conditions:
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(i) the noneys are invested through a bank or trust conpany | ocated
and authorized to do business in this state;

(ii) the bank or trust conmpany arranges for the deposit of the nobneys
in certificates of deposit in one or nore banking institutions, as
defined in section nine-r of the banking |law, for the account of the
| ocal governnent;

(ii1) the full anpbunt of principal and accrued interest of each such
certificate of deposit must be insured by the federal deposit insurance
cor porati on;

(1v) the bank or trust conpany acts as custodian for the | ocal govern-
ment with respect to such certificates of deposit issued for the |loca
governnent's account; and

(v) at the sane time that the | ocal governnment's noneys are deposited
and the certificates of deposit are issued for the account of the |oca
government, the bank or trust conpany receives an anmount of deposits
fromcustoners of other financial institutions equal to or greater than
the anount of the noneys invested by the |ocal governnment through the
bank or trust conpany.

NOTW THSTANDI NG THE ABOVE, A CITY OF ONE M LLI ON OR MORE SHALL NOT BE
REQUI RED TO DEPCSI T OR | NVEST MONEYS NOT REQUI RED FOR | MVEDI ATE EXPENDI -
TURE | N | NTEREST- BEARI NG DEPCSI T ACCOUNTS OR CERTI FI CATES OF DEPOSI T.

b. For any investnent made pursuant to paragraph a of this subdivi-
sion, such tinme deposit account or certificate of deposit shall be paya-
ble within such tine as the proceeds shall be needed to neet expendi-
tures for which such noneys were obtained and provided further that such
[time] deposit account or certificate of deposit be secured in the sanme
manner as is provided for securing deposits of public funds by subdivi-
sion three of section ten of this article.

S 10. Section 70 of the second class cities lawis anended to read as
fol | ows:

S 70. Deposits and accounts. All noneys deposited by the treasurer,
as provided herein, shall be placed to the credit of the city. The
treasurer shall keep bank books in which shall be entered his accounts
or deposits in, and noneys drawn from the [banks or trust conpanies]
DEPCSI TARIES in which such deposits shall be made. He shall exhibit
such books to the conptroller for his inspection at |east once each
nonth, and oftener if required. The [banks or trust conpani es] DEPCSI -
TARI ES i n which such deposits are nade[,] shall respectively transmt to
the conptroller nonthly statenments of the noneys which shall have been
recei ved and paid out by them on account of the city.

S 11. Subdivision b of section 4-408 of the village law is anmended to
read as foll ows:

b. deposit, within ten days after receipt thereof, in the nane of the
village, in [a bank or trust conpany] DEPQCSI TARI ES desi gnated by the
board of trustees, all nonies received by him

S 12. Paragraph d of subdivision 1 of section 10 of the general nunic-
i pal law, as anended by chapter 623 of the laws of 1998, is anended to
read as follows:

d. "Bank" shall mean a bank, OR SAVI NGS BANK OR SAVI NGS AND LOAN ASSO-
CIATION as defined by the banking | aw or a national banking associ ation
| ocated and aut horized to do business in New York.

S 13. Subdivision 1 of section 10 of the general nunicipal law is
anmended by addi ng a new paragraph i to read as foll ows:

. "CREDIT UNION' SHALL MEAN A CREDI T UNI ON AS DEFI NED BY THE BANKI NG
LAW AND AUTHORI ZED TO DO BUSI NESS | N NEW YORK
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S 14. Severability. If any clause, sentence, paragraph, section or
part of this act shall be adjudged by any court of conpetent jurisdic-
tion to be invalid, such judgment shall not affect, inpair or invalidate
t he renmai nder thereof, but shall be confined in its operation to the
cl ause, sentence, paragraph, section or part thereof directly involved
in the controversy in which such judgnment shall have been rendered.

S 15. This act shall take effect inmediately.

REPEAL NOTE. - - Subdivision 2 of section 237 of the banking |aw,
repealed by section two of this act, prohibits a savings bank from
accepting the deposits of a rmnunicipal corporation.



