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2021- 2022 Regul ar Sessi ons

| N SENATE

February 22, 2021

Introduced by Sen. PARKER -- read twice and ordered printed, and when
printed to be conmitted to the Commttee on Local Government

AN ACT to anmend the general municipal law and the banking law, in
relation to the establishnent of a savings bank, savings and | oan
association or credit union municipal deposit program and linmiting

deposits of public funds in such institutions to two hundred fifty
t housand dol | ars

The People of the State of New York, represented in Senate and Assem
bly, do enact as foll ows:

Section 1. Paragraph c of subdivision 1 of section 10 of the genera
muni ci pal |law, as anmended by chapter 623 of the |laws of 1998, is anended
to read as foll ows:

c. "Public deposits" shall nean deposits of public funds in a bank,_
savings bank, savings and loan association, credit union, or trust
conmpany which are available for all wuses generally pernitted by the
bank, savings bank, savings and | oan association, credit union, or trust
conpany to the depositing local governnent for actually and finally
col l ected funds under the bank's, savings bank's, savings and | oan asso-
ciation's, credit union's, or trust conpany's account agreenent or poli-
cies.

8§ 2. Paragraphs f, g and h of subdivision 1 of section 10 of the
general nunicipal law are relettered paragraphs g, h and i and three new
paragraphs f, j and k are added to read as foll ows:

f. "Credit union" shall mean a state-chartered credit union as defined
by subdivision nine of section two of the banking |law or a federally-
chartered credit union as defined by the federal credit union act,
| ocated and authorized to do business in New York

j. "Savings bank" shall nmean a savings bank as defined by subdivision
four of section two of the banking law or any federal savings bank.

EXPLANATI ON- - Matter in italics (underscored) is new, matter in brackets
[-] is old lawto be onitted.
LBD09270-01-1



OCOO~NOUIRWNPEF

S. 4991 2

k. "Savings and | oan association” shall mean a savings and | oan asso-
ciation as defined by subdivision eight of section two of the banking
law or any federal savings and | oan association

8 3. Subdivisions 2 and 4 of section 10 of the general municipal |aw,
as anmended by chapter 623 of the laws of 1998, paragraph a of subdivi-
sion 2 as anended by chapter 128 of the |laws of 2012 and paragraph c of
subdi vision 2 and paragraph (e) of subdivision 4 as further anended by
section 104 of part A of chapter 62 of the |laws of 2011, are anended to
read as foll ows:

2. a. (i) The governing board of every |ocal governnent shall desig-
nate one or nore banks, savings banks, savings and | oan associations,
credit unions or trust conpanies for the deposit of public funds, the
di sposition of which is not otherw se provided for by |law, received by
the chief fiscal officer or any other officer authorized by law to nake
deposits. Such designation shall be by resolution of the governing board
or, in the case of a city, such other body as may be authorized or
required by law to designate depositaries. Such resolution shall specify
t he maxi mum amount whi ch may be kept on deposit at any time in each such
bank, savings bank, savings and | oan association, credit union or trust
conmpany. Such designations and anounts nay be changed at any tine by
further resol ution.

(ii) The governing board of a |ocal government that has designated one
or nore banks or trust conpanies for the deposit of public funds pursu-
ant to subparagraph (i) of this paragraph may, in its discretion,
aut hori ze the designated bank or trust conpany to arrange for the rede-
posit of the Ilocal governnent's funds in one or nore banking insti-
tutions, as defined in section nine-r of the banking law, for the
account of the Ilocal governnent, through a deposit placenment program
that neets all of the follow ng conditions:

(A) On or after the date that the local government's funds are
received, the designated bank or trust conpany (l) arranges for the
redeposit of such funds into deposit accounts in one or nore banking
institutions and (1l) serves as custodian for the |ocal governnment wth
respect to the funds redeposited i nto such accounts.

(B) Local governnent funds deposited in a designated bank or trust
conmpany in accordance with this subparagraph and held in the designated
bank or trust conpany in excess of the amount insured by the federa
deposit insurance corporation pending redeposit of the funds pursuant to
this subparagraph shall be secured in accordance with subdivision three
of this section.

(G The full ampunt of |local governnent funds redeposited by the
desi gnated bank or trust conpany into deposit accounts in banking insti-
tutions pursuant to this subparagraph (plus accrued interest, if any)
shall be insured by the federal deposit insurance corporation.

(D) At the sanme tine that the nobney of the local governnent is rede-
posited pursuant to this subparagraph, the selected depository receives
an anmount of deposits fromcustoners of other financial institutions
pursuant to the deposit placenment programthat are at |east equal to the
anmount of the |local government's funds redeposited by the designated
bank or trust conpany. The governing board of every |local governnent
shall forward a copy of such resolution to the office of the state conp-
troller who shall retain such copy until such resolution is anmended or
di ssolved. A copy of such resolution shall be retained by the state
conptroller for record keeping purposes only.

b. Public funds deposited into a savings bank, federal savings bank
credit union, federal credit union, savings and |oan association or
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federal savings and loan association shall be linted to two hundred
fifty thousand dollars.

c. Except as otherwi se provided by law, all deposits shall be nade to
the credit of the local government. The deposit of public funds pursu-
ant to this subdivision shall release the officer naking the deposit and
his or her surety fromany liability for |oss of such public funds by
reason of the default or insolvency of any such bank, savings bank,
savings and | oan association, credit union or trust conpany.

[e~] d. The governing board of a local governnent, in which a banking
devel opnent district has been designated by the superintendent of finan-
cial services pursuant to section ninety-six-d of the banking Ilaw, nay
designate a bank, trust conmpany or national bank l|ocated in such
district for the deposit of public funds, the disposition of which is
not otherw se provided for by law, received by the chief fiscal officer
or other officer authorized by law to make such deposits. Such desig-
nation shall be by resolution of the governing board or, in the case of
a city, such other body as may be authorized or required by law to
desi gnate depositories. Such resolution shall specify the maxi num anmount
which my be kept on deposit at any tine with such bank, trust conpany
or national bank located in such district. Subject to an agreenent
between such governing board and such banking institution, public funds
deposited in such banking institution may earn a fixed interest rate
which is at or below such banking institution's posted two year certif-
icate of deposit rate. In those instances where there is such an agree-
ment, its terms and conditions shall also be specified in the resol-
ution. Any such designation, anount, or agreement provisions nmay be
changed at any tine by further resol ution.

4. (a) Notwi thstanding any other provision of lawto the contrary, the
chief fiscal officer, or other officer authorized by |law to nmake depos-
its, may, subject to the approval of the governing body of a Iloca
government, by resolution, enter into a contract with a courier service
for the purpose of causing the deposit of public funds wth a bank,_
savings bank, savings and | oan association, credit union or trust conpa-
ny as provided in this section.

(b) The entrusting of public funds for deposit pursuant to paragraph
(a) of this subdivision shall release the officer entrusting the public
funds to the courier service and his or her surety fromany liability
for loss of such public funds by the courier service in the process of
delivering such public funds to the designated bank, savings bank,
savings and | oan association, credit union or trust conpany.

(c) The local governnment authorizing the deposit of public funds by a
courier service pursuant to paragraph (a) of this subdivision shal
require the courier service to obtain a surety bond for the full anount
entrusted to the courier, payable to the |ocal governnent and executed
by an insurance conpany authorized to do business in this state, the
claims paying ability of which is rated in the highest rating category
by at least two nationally recogni zed statistical rating organizations,
to insure against any 1loss of public funds entrusted to the courier
service for deposit or failure to deposit the full anpbunt entrusted to
the courier.

(d) A deposit made by a courier on behalf of a |ocal governnent shal
be deened to be a deposit nmade by the <chief fiscal officer or other
of ficer entrusting such funds for purposes of the requirenents contained
in this section for securing public deposits.

(e) A bank, savings bank, savings and |oan association, credit union
or trust conpany may, fromtine to tinme and as agreed upon with a |oca
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governnent, reinburse all or part of, but not nmore than, the actual cost
incurred by the local governnent in transporting cash, negotiable
instrunents or other itens for deposit through a courier service. Any
such reinbursenent agreenment shall apply only to a specified deposit
transaction, and nay be subject to such terns, conditions and linmta-
tions as the bank, savings bank, savings and | oan association, credit
uni on or trust conmpany deens necessary to ensure sound banking prac-
tices, including, but not limted to, any terns, conditions or limta-
tions that may be required by the departnent of financial services or
other federal or state authority.

8 4. Subdivision 2 of section 11 of the general nunicipal |aw, as
anended by chapter 128 of the laws of 2012, is anended to read as
fol | ows:

2. a. The governing board of any |ocal governnent or, if the governing
board so delegates, the chief fiscal officer or other officer having
custody of the noneys nay tenporarily invest noneys not required for
i medi ate expenditure, except nobneys the investment of which is other-
wi se provided for by law, either: (1) in special tinme interest-bearing
deposit accounts in, or certificates of deposit issued by, a bank,
savi ngs bank, savings and | oan association, or share certificates issued
by a credit union or trust conpany |ocated and authorized to do business
inthis state; or (2) in accordance with all of the following condi-
tions:

(i) the noneys are invested through a bank or trust conpany |ocated
and aut horized to do business in this state;

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

(iii) the full amount of principal and accrued interest of each such
certificate of deposit or share certificate must be insured by the
federal deposit insurance corporation;

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

(v) at the sanme tine that the |ocal governnent's nobneys are deposited
and the certificates of deposit or share certificates are issued for the
account of the local governnent, the bank or trust conpany receives an
amount of deposits fromcustoners of other financial institutions equa
to or greater than the anmount of the noneys invested by the |oca
governnent through the bank or trust conpany.

b. For any investnment nmade pursuant to paragraph a of this subdivi-
sion, such tine deposit account or certificate of deposit or share
certificates shall be payable within such tinme as the proceeds shall be
needed to neet expenditures for which such noneys were obtai ned and
provided further that such tine deposit account or certificate of depos-
it or share certificates be secured in the sane manner as is provided
for securing deposits of public funds by subdivision three of section
ten of this article.

8 5. The banking law is anended by adding a new section 454-a to read
as foll ows:

8§ 454-a. Deposits of public noney with credit unions; security. A
credit union may accept deposits of public noney subject to the linmita-
tions provided in section ten of the general municipal law. Such credit
uni on shall pl edge assets or furnish other security satisfactory in form
and anount to the depositor, for the repaynent of nonies held in the
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nane of such depositor,

5

when required to be secured by applicable [|aw,

decree or requlation.
8§ 6. This act shall
have becone a | aw.

take effect on the ninetieth day after it shall



