8§ 10. Deposits of public noney; security. 1. For purposes of this
section:

a. "Local governnment" shall nean any nunici pal corporation, school
district, board of cooperative educational services, district
corporation, special inmprovenent district governed by a separate board
of comm ssioners, industrial devel opnent agency or authority or a public
library.

b. "Public funds" shall nean funds of a |ocal governnent.

c. "Public deposits” shall nmean deposits of public funds in a bank or
trust conpany which are available for all uses generally permtted by
t he bank or trust conpany to the depositing |ocal governnent for
actually and finally collected funds under the bank's or trust conpany's
account agreenent or policies.

d. "Bank" shall nean a bank as defined by the banking | aw or a
nat i onal banki ng associ ation | ocated and authorized to do business in
New Yor k.

e. "Trust conpany" shall nean a trust conpany as defined by the
banki ng | aw and | ocated and authorized to do busi ness in New YorKk.

f. "Eligible securities"” shall nmean any of the foll ow ng:

(i) Ooligations issued by the United States of America, an agency
thereof or a United States governnent sponsored corporation or
obligations fully insured or guaranteed as to the paynent of principal
and interest by the United States of Anmerica, an agency thereof or a
United States governnent sponsored corporation.

(ii) Obligations issued or fully guaranteed by the International Bank
for Reconstruction and Devel opnent, the Inter-American Devel opnment Bank,
t he Asi an Devel opnent Bank, and the African Devel opnent Bank.

(iii) Cbligations partially insured or guaranteed by any agency of the
United States of Anerica, at a proportion of the market value of the
obligation that represents the anount of the insurance or guaranty.

(iv) Obligations issued or fully insured or guaranteed by this state,



obligations issued by a mnunicipal corporation, school district or
district corporation of this state or obligations of any public benefit
corporation which under a specific state statute nmay be accepted as
security for deposit of public noneys.

(v) Qbligations issued by states (other than this state) of the United
States rated in one of the three highest rating categories by at |east
one nationally recogni zed statistical rating organi zati on.

(vi) Obligations of Puerto Rico rated in one of the three highest
rating categories by at |east one nationally recogni zed statisti cal
rating organi zation.

(vii) Qbligations of counties, cities and other governnental entities
of another state having the power to |levy taxes that are backed by the
full faith and credit of such governnmental entity and rated in one of
the three highest rating categories by at |east one nationally
recogni zed statistical rating organization.

(viii) Obligations of domestic corporations rated in one of the four
hi ghest rating categories by at |east one nationally recognized
statistical rating organization.

(ix) Any nortgage related securities, as defined in the Securities
Exchange Act of 1934, as anended, which nay be purchased by banks under
the limtations established by federal bank regul atory agenci es.

(x) Commercial paper and bankers' acceptances issued by a bank (other
than the bank with which the noney is being deposited or invested) rated
in the highest short-termcategory by at | east one nationally recognized
statistical rating organization and having maturities of not |onger than
sixty days fromthe date they are pledged.

(xi) Zero-coupon obligations of the United States governnent mnarketed
as "Treasury STRI PS".

g. "Eligible surety bond" shall nean a bond executed by an insurance
conpany aut horized to do business in this state, the clai nms-paying
ability of which is rated in the highest rating category by at |east two
national ly recogni zed statistical rating organizations.

h. "Eligible letter of credit” shall nean an irrevocable |etter of
credit issued in favor of the |local government for a termnot to exceed
ninety days by a bank (other than the bank with which the noney is being



deposited or invested) whose commerci al paper and ot her unsecured
short-term debt obligations (or, in the case of a bank which is the
princi pal subsidiary of a hol di ng conpany, whose hol di ng conpany's
comer ci al paper and ot her unsecured short-term debt obligations) are
rated in one of the three highest rating categories (based on the credit
of such bank or hol di ng conpany) by at |east one nationally recognized
statistical rating organization or by a bank (other than the bank with
whi ch the noney is being deposited or invested) that is inconpliance
with applicable federal mninmumrisk-based capital requirenents.

2. a. (i) The governing board of every |ocal governnent shal
desi gnate one or nore banks or trust conpanies for the deposit of public
funds, the disposition of which is not otherw se provided for by |aw,
received by the chief fiscal officer or any other officer authorized by
| aw t o nmake deposits. Such designation shall be by resolution of the
governing board or, in the case of a city, such other body as may be
aut hori zed or required by law to designate depositaries. Such resolution
shal | specify the maxi mum anount which may be kept on deposit at any
time in each such bank or trust conpany. Such designations and anounts
may be changed at any tine by further resol ution.

(ii) The governing board of a |ocal governnent that has designated one
or nore banks or trust conpanies for the deposit of public funds
pursuant to subparagraph (i) of this paragraph may, in its discretion,
aut hori ze the designated bank or trust conpany to arrange for the
redeposit of the | ocal governnent's funds in one or nore banking
institutions, as defined in section nine-r of the banking law, for the
account of the local governnent, through a deposit placenent program
that nmeets all of the foll ow ng conditions:

(A) On or after the date that the |ocal governnment's funds are
recei ved, the designated bank or trust conpany (1) arranges for the
redeposit of such funds into deposit accounts in one or nore banking
institutions and (I1) serves as custodian for the | ocal governnent with
respect to the funds redeposited into such accounts.

(B) Local governnent funds deposited in a designated bank or trust
conpany in accordance with this subparagraph and held in the designated
bank or trust conpany in excess of the anmount insured by the federal
deposit insurance corporation pending redeposit of the funds pursuant to



t hi s subparagraph shall be secured in accordance with subdivision three
of this section.

(C© The full anpbunt of |ocal governnment funds redeposited by the
desi gnat ed bank or trust conpany into deposit accounts in banking
i nstitutions 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 noney of the |ocal governnment is
redeposited pursuant to this subparagraph, the sel ected depository
recei ves an anount of deposits from customers of other financial
institutions pursuant to the deposit placenent programthat are at |east
equal to the anopunt of the | ocal governnent's funds redeposited by the
desi gnat ed bank or trust conpany.

b. Except as otherw se provided by law, all deposits shall be nade to
the credit of the |Iocal governnent. The deposit of public funds pursuant
to this subdivision shall release the officer making the deposit and his
or her surety fromany liability for loss of such public funds by reason
of the default or insolvency of any such bank or trust conpany.

c. The governing board of a |ocal governnent, in which a banking
devel opnment district has been designated by the superintendent of
financial services pursuant to section ninety-six-d of the banking | aw,
may desi ghate a bank, trust conmpany or national bank | 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 |aw to nake such 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 |aw
to designate depositories. Such resolution shall specify the nmaxi num
anount which may be kept on deposit at any tine with such bank, trust
conpany or national bank |ocated 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 bel ow such banking institution's posted two
year certificate of deposit rate. In those instances where there is such
an agreenent, its terns and conditions shall also be specified in the
resol ution. Any such designation, anount, or agreenment provisions nay be



changed at any tine by further resol ution.

3. Al public deposits in excess of the anpbunt insured under the
provi sions of the Federal Deposit |Insurance Act as now or hereafter
anended shall be secured in accordance with this subdivision:

a. The officers nmaking a deposit may accept a pledge of eligible
securities having in the aggregate a market value at |east equal to the
aggregat e anmount of public deposits fromsuch officers, or a pledge of a
pro rata portion of a pool of eligible securities having in the
aggregate a nmarket value at |east equal to the aggregate anount of
public deposits fromall such officers within the state at such bank or
trust conpany, together with a security agreenent fromthe bank or trust
conpany. The security agreenent and custodi al agreenment referred to
bel ow may be the same agreenent including when the bank or trust conpany
hol di ng the public deposits holds the collateral for the public body.
The security agreenent shall provide that such eligible securities or
pro rata portion of a pool of eligible securities are being pl edged by
the bank or trust conpany as security for the public deposits, together
with agreed upon interest, if any, and any costs or expenses arising out
of the collection of such deposit upon a default. It shall also provide
for the conditions under which the securities or pro rata portion of a
pool of eligible securities held nay be sold, presented for paynent,
substituted or released and the events of default which will enable the
| ocal governnment to exercise its rights against the pledged securities.
Such agreenent shall include all provisions deened necessary and
sufficient to secure in a satisfactory manner the |ocal governnent's
interest in the collateral. The custodi al agreenent shall provide that
t he pl edged securities or pro rata portion of a pool of eligible
securities will be held by the custodial bank or trust conpany as agent
of, and custodian for, the | ocal governnent, and will be kept separate
and apart fromthe general assets of the custodial bank or trust conpany
and it shall also provide for the nmanner in which the custodial bank or
trust conpany shall confirmthe receipt, substitution or rel ease of the
collateral. Such agreenment shall provide for the frequency of
reval uati on of collateral by the custodial bank or trust conpany and the
substitution of collateral when a change in the rating of a security



causes ineligibility pursuant to paragraph f of subdivision one of this
section. Such agreenent shall include all provisions deened necessary
and sufficient to secure in a satisfactory nanner the | ocal governnent's
interest in the collateral. Such agreenent may al so contain such other
provi sions as the governing board may deem necessary.

b. Whenever eligible securities delivered to a custodial bank or trust
conpany pursuant to this paragraph are transferred by entries on the
books of a federal reserve bank or other book-entry system operated by a
federally regulated entity w thout physical delivery of the evidence of
such obligations, the records of the custodial bank or trust conpany
shall show, at all tines, the interest of the |ocal governnent in such
securities or pro rata portion of a pool of eligible securities as set
forth in the security agreenent.

c. (i) Inlieu of or in addition to the deposit of eligible
securities, the officers naking a deposit may accept an eligible surety
bond payabl e to such | ocal governnent as security for the paynment of one
hundred percent, or an eligible letter of credit payable to such |ocal
governnment as security for the paynent of one hundred forty percent, of
t he aggregate anount of public deposits fromsuch officers and the
agreed upon interest, if any. The ternms and conditions of any eligible
surety bond shall be approved by the governi ng board.

(ii) Inlieu of or in addition to the deposit of eligible securities,
the officers making a deposit nmay, in the case of an irrevocable letter
of credit issued in favor of the | ocal governnent by a federal hone |oan
bank whose conmerci al paper and ot her unsecured short-term debt
obligations are rated in the highest rating category by at |east one
nationally recogni zed statistical rating organization, accept such
letter of credit payable to such |ocal governnment as security for the
paynment of one hundred percent of the aggregate anmount of public
deposits fromsuch officers and the agreed upon interest, if any.

d. For purposes of determ ning the market val ue of securities as
required by this subdivision

(i) The eligible securities described in subparagraphs (viii), (x) and
(xi) of paragraph f of subdivision one of this section shall be val ued



at eighty percent of their narket val ue.

(ii) The eligible securities described in subparagraph (ix) of
par agraph f of subdivision one of this section shall be val ued at
seventy percent of their nmarket val ue.

(iii) O the eligible securities described in subparagraphs (v), (vi)
and (vii) of paragraph f of subdivision one of this section, those
securities rated in the highest category shall be valued at one hundred
percent of their market value; those securities rated in the second
hi ghest rating category shall be valued at ninety percent of their
mar ket val ue; and those securities rated in the third highest rating
category shall be valued at eighty percent of their market val ue. Wen
two nationally recognized statistical rating organizations rate a
security in two different categories, the security shall be consi dered
to be rated in the higher of the two categories.

4. (a) Notwi thstanding any other provision of lawto the contrary, the
chief fiscal officer, or other officer authorized by |aw to nake
deposits, nmay, subject to the approval of the governing body of a |ocal
government, by resolution, enter into a contract with a courier service
for the purpose of causing the deposit of public funds with a bank or
trust conpany 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 or trust conpany.

(c) The local governnent 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 governnment and executed
by an i nsurance conpany authorized to do business in this state, the
clainms paying ability of which is rated in the highest rating category
by at | east two nationally recognized statistical rating organi zations,
to insure against any |loss of public funds entrusted to the courier
service for deposit or failure to deposit the full anpbunt entrusted to
t he courier.

(d) A deposit nmade by a courier on behalf of a |ocal government shal



be deenmed to be a deposit nade by the chief fiscal officer or other
of ficer entrusting such funds for purposes of the requirenments contai ned
in this section for securing public deposits.

(e) A bank or trust conpany may, fromtine to time and as agreed upon
with a local governnment, reinburse all or part of, but not nore than
the actual cost incurred by the | ocal government in transporting cash,
negoti abl e instrunments or other itens for deposit through a courier
service. Any such rei nbursenent agreenent shall apply only to a
speci fied deposit transaction, and may be subject to such terns,
conditions and limtations as the bank or trust conpany deens necessary
to ensure sound banking practices, including, but not [imted to, any
ternms, conditions or limtations that may be required by the departnent
of financial services or other federal or state authority.



