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STATE OF NEW YORK

3066

2025- 2026 Regul ar Sessi ons

| N SENATE

January 23, 2025

Introduced by Sen. SANDERS -- read twi ce and ordered printed, and when
printed to be conmitted to the Committee on Banks

AN ACT to anmend the general municipal law and the banking law, in
relation to allowing credit unions, savings banks, savings and | oan
associ ations and federal savings associations to accept and secure
deposits from nunicipal corporations; to direct the departnent of
financial services to conduct a study and issue a report concerning
the inpact of allowing certain financial institutions to accept |ocal
governnent public deposits; and providing for the repeal of certain
provi si ons upon the expiration thereof

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

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

d. "Bank"™ shall nmean a bank as defined by the banking |aw or a
nati onal banki ng association |located and authorized to do business in
New York; a savings bank as defined by the banking law, a savings and
| oan association as defined by the banking law or a federal savings
association located and authorized to do business in New York which has
its principal office in a location described in paragraph (a) of subdi -
vision two of section twd hundred thirty-seven of the banking law, or a
branch office in a location described in paragraph (b) of subdivision
two of section two hundred thirty-seven of the banking | aw

8§ 2. Section 10 of the general nunicipal law is anmended by adding a
new subdivision 5 to read as foll ows:

5. In addition to the financial institutions authorized to accept
public deposits in subdivision two of this section, credit unions, as
defined by the banking law or a federal credit union |ocated and author-
ized to do business in New York which has its principal office in a
|location described in paragraph (a) of subdivision thirty-eight of

EXPLANATI ON--Matter in italics (underscored) is new, matter in brackets
[-] is oldlawto be omtted.
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section four hundred fifty-four of the banking law, or a branch office
in a location described in paragraph (b) of subdivision thirty-eight of
section four hundred fifty-four of the banking law, may accept public
deposits by a local governnent subject to the linmtations set forth
herein. For the calendar year beginning January first, two thousand
twenty-six, the governing board of a local governnent may designate one
or nore credit unions, for the deposit of public funds in an amount not
to exceed five hundred thousand dollars in each institution. For the
cal endar year beginning January first, two thousand twenty-seven, the
governing board of a |local governnent may designate one or nore credit
unions for the deposit of public funds in an anmbunt not to exceed one
mllion dollars in each institution. For the cal endar year begi nning
January first, two thousand twenty-eight, the governing board of a | ocal
governnent nmay designate one or nore credit unions for the deposit of
public funds in an anpunt not to exceed two mllion dollars in each
institution. For the cal endar year beginning January first, tw thou-
sand twenty-nine, the governing board of a |ocal governnent may desig-
nate one or nore credit unions for the deposit of public funds in an
anount  not to exceed three nmillion dollars in each institution. For the
cal endar year beginning January first, twd thousand thirty, the govern-
ing board of a |local governnent nay designate one or nore credit unions
for the deposit of public funds in an anpunt not to exceed four mllion
dollars in each institution. For the cal endar year beginning January
first, two thousand thirty-one, the governing board of a local govern-
nent may designate one or nore credit unions for the deposit of public
funds in an anpunt not to exceed five mllion dollars in each institu-
tion. For the purposes of this section, a deposit linmt shall nean the
nmaxi num anount of all funds of a local governnent in an institution
based on a daily account bal ance excluding any accrued interest.

§ 3. Section 454 of the banking |law is amended by addi ng a new subdi -
vision 38 to read as foll ows:

38. (a) To accept deposits for credit to a local governnent, as
defined in paragraph a of subdivision one of section ten of the general
nmunicipal law, at its principal office where such credit union maintains
its principal office within the jurisdiction of such |local governnent.

(b) To accept deposits for credit to a local governnent. as defined in
paragraph a of subdivision one of section ten of the general nmunicipa
law, at its branch office where such credit union nmaintains a branch
office within the jurisdiction of such |ocal governnent.

8 4. 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 tothe limta-
tions provided in subdivision thirty-eight of section four hundred
fifty-four of this article. Such credit union shall pl edge assets or

furnish other security satisfactory in formand anpunt to the depositor,
for the repaynent of nonies held in the nane of such depositor., when
required to be secured by applicable |aw, decree or regulation.

§ 5. The banking | aw is amended by adding a new section 454-b to read
as foll ows:

8 454-b. Community investnent by credit union; condition of accepting
muni ci pal deposits. 1. If the average daily balance of the nmunicipal
funds on deposit at the credit union for the preceding year is in excess
of three hundred thousand dollars, the chief financial officer, or the
senior official in the credit union with responsibility for performng
the functions of a chief financial officer of a credit union that choos-
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es to accept nunicipal deposits pursuant to section ten of the genera

muni cipal law, shall, consistent with safety and soundness, transmit to
the departnment by Decenber thirty-first each year, a witten certif-
ication, in a form specified by the superintendent and posted on the

departnent's website, that the credit union has invested into the comu-
nity, pursuant to this section. a sum equal to the average daily
balance, nultiplied by a factor of .0035, provided, however, in no
event, shall a credit union be required to contribute a sumin excess of
one hundred thousand dollars in any one year.

2. The community investnent described in subdivision one of this
section shall be used to support any of the follow ng purposes, as
determined by the credit union, in any community where such credit union
has authority to provide services, provided the credit union shal
prioritize lowincone communities when choosing where to invest:

(a) mnority and wonen- owned business enterprises in the comunity; or

(b) affordable housing (including nultifamly rental housing) for |ow
and noderate-incone individuals in the community; or

(c) comunity services targeted to |ow and noderate-incone individ-
uals in the community; or

(d) activities that revitalize or stabilize the comunity including
|l ow or npderate-incone geographies, or designated disaster areas; or

(e) financial literacy.

3. For purposes of the community investnment pursuant to this section
field of nenbership restrictions shall not apply.

§ 6. Subdivision 2 of section 237 of the banking |law, as anended by
chapter 360 of the laws of 1984, is amended to read as foll ows:

2. [Ne R - i ; ;

-] (a) A savings bank which maintains its principal
office within the jurisdiction of a local government, as defined in
paragraph a of subdivision one of section ten of the general nunicipa
law, may accept deposits at such principal office for credit to such
| ocal governnent.

(b) A savings bank which maintains a branch office within the juris-
diction of a local governnent, as defined in paragraph a of subdivision
one of section ten of the general nunicipal |law, nmay accept deposits at
such branch office for credit to such |ocal governnent.

8§ 7. Section 234 of the banking |law is amended by adding a new subdi-
vision 27 to read as foll ows:

27. Pursuant to subdivision two of section tw hundred thirty-seven of
this article, to pledge assets or furnish other security satisfactory in
form and anpunt to the depositor, for the repaynent of nonies held in
the nane of such depositor, when required to be secured by applicable
law, decree or regulation and to exercise the powers contained in
section ninety-six-b of this chapter.

8§ 8. Section 383 of the banking |aw is amended by adding a new subdi-
vision 18 to read as foll ows:

18. Pursuant to subdivision two of section two hundred thirty-seven of
this chapter., to pledge assets or furnish other security satisfactory in
form and anpount to the depositor, for the repaynent of nonies held in
the nane of such depositor, when required to be secured by applicable
law, decree or regulation and to exercise the powers contained in
section ninety-six-b of this chapter.

8 9. 1. The departnent of financial services is hereby authorized and
directed to study and issue a public report with reconmendations,
concerning the inpact of allowi ng credit unions, savings banks, savings
and |oan associations or federal savings associations to accept |oca
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governnent public deposits. This report shall be prepared in consulta-
tion with stakeholders, including |ocal governnments, banks, credit
uni ons, savi ngs banks, savings and | oan associ ations and federal savings
associ ati ons.

2. On or before January 1, 2031, the superintendent of financial
services shall submt to the governor, the tenporary president of the
senate, the speaker of the assenbly, the chair of the senate standing
conm ttee on banks, and the chair of the assenbly standing comittee on
banks, a witten report detailing the findings and reconmendati ons on
the departnent's study perfornmed in accordance wi th subdivision one of
this section. The superintendent shall use reasonable efforts to identi-
fy any inpacts by expanding the financial institutions eligible to

accept rmunicipal deposits and shall include the following information in
the report:

(a) An analysis of deposits held in banks including the size of the
bank's assets, |location of banks, type of bank charter, changes in the
anmount of commercial bank held deposits fromthe effective date of this
act and overall inpact on banking industry, in particular small comuni-
ty banks.

(b) The growth of municipal deposits held in credit unions, savings
banks, savings and | oan associations or federal savings associations
after the effective date of this act.

§ 10. Section 86 of the banking | aw, as anended by chapter 274 of the
| aws of 2007, is anmended to read as foll ows:

§ 86. Eligibility. 1. For the purposes of this article, the term
"community bank institution" shall nean any state or federally chartered
banking institution and shall include any bank, trust conpany, Ssavings
bank or savings and | oan association with less than ten billion dollars
in assets that is headquartered in this state and whose predoni nant
retail and commercial banking operations serve residents and businesses
of this state, as deternm ned by the superintendent in such superinten-
dent's sole discretion and pursuant to such rules and regulations as the
superintendent deens necessary to inplenent and adninister t hese
provi si ons.

2. To be eligible to receive deposits, or to renew existing deposits
under this progran] —a—bapk—trust—corpary—savi-ngs—bark—or—savings—and
lean—asseelati-oh—(a)—nust—be charteredwnder—the—provi-siens—eai—thi-s
chapter—and—{b)}] a community bank institution

(a) nmust have a current CRA rating of satisfactory or better. The
superintendent shall, if requested by the state conptroller or the
comm ssi oner of taxation and finance, confirm whether a particul ar bank-
ing institution neets the criteria specified in this section; _and

(b) neet any additional criteria established by the conptroller and
the conmmissioner of taxation and finance to determine eliqgibility for
participation in the program Such criteria may include an institution's
loan to deposit ratio, its record of snall business lending. and the
i npact such deposits would have on an area' s econoni ¢ act|V|tv
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8§ 11. Section 87 of the banking |aw, as amended by chapter 274 of the
| aws of 2007, subdivision 2 as anended by chapter 495 of the laws of
2013, is amended to read as foll ows:

8§ 87. Deposits. 1. Notwithstanding any provisions of lawto the
contrary, the state conptroller and the commissioner of taxation and
finance shall, for the purposes of adm nistering noneys in accordance
wi th the provisions of sections ninety-eight-a and one hundred five of
the state finance |law, give consideration to depositing funds into those
community banking institutions which are deened eligible to receive
deposits pursuant to section eighty-six of this article.

2. The maxi nrum amount of funds which the state conptroller and the
comm ssioner of taxation and finance may deposit under this program
shall not exceed [+we] three hundred [H44ty] nmillion dollars each. [Fhe

|

3. Notwi thstandi ng any provision of law to the contrary, any deposits
made pursuant to this article shall be nade at rates, and for such peri-
ods of time, as may be agreed to by the state conptroller or the conm s-
sioner of taxation and finance and the eligible commnity banking insti-
tution.

4. Any deposits nmade pursuant to this article nmay be secured by an
irrevocable letter of credit issued by a federal honme |oan bank.

5. The conptroller and the conmm ssioner of taxation and finance shal
annually subnmit a joint report to the governor, the tenporary president
of the senate, the speaker of the assenbly, the chair of the senate
finance conmittee, the chair of the assenbly ways and neans committ ee,
the chair of the senate standing comittee on banks, and the chair of
the assenbly standing conmttee on banks on the efficacy of the conmuni-
ty bank deposit program including information on the nunber of quali-
fied comunity banking institutions, the nunber of comunity banking
institutions which have received deposits, the size of each participat-
ing community bank, the nunber and anobunt of such deposits and the
percentage of total state funds deposited in such institutions under
this program

8 12. No nunici pal deposits held in credit unions by |ocal governnents
on Decenber 31, 2031 shall be required to be withdrawn upon the expira-
tion of this act.

§ 13. This act shall take effect on the ninetieth day after it shal
have beconme a | aw, provided that sections two, three, four, five and
nine of this act shall expire and be deened repeal ed Decenber 31, 2031




