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Representative Zuber To: Banking and Financial
Services

HOUSE BILL NO. 1041

AN ACT TO AMEND SECTION 27-105-5, MISSISSIPPI CODE OF 1972,
TO DEFINE THE TERM "REGULATORY CAPITAL" AND REVISE THE DEFINITION
OF THE TERM "TOTAL ASSETS" TO ALIGN WITH FEDERAL REGULATORY
STANDARDS; TO BRING FORWARD SECTIONS 27-105-6, 27-105-33 AND
27-105-315, MISSISSIPPI CODE OF 1972, FOR PURPOSES OF POSSIBLE
AMENDMENT; AND FOR RELATED PURPOSES.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MISSISSIPPI:

SECTION 1. Section 27-105-5, Mississippi Code of 1972, is
amended as follows:

27-105-5. (1) Any financial institution maintaining a
deposit-taking facility in this state whose accounts are insured
by the Federal Deposit Insurance Corporation or any successors to
that insurance corporation, may qualify as a public funds
depository by submitting an application to the State Treasurer as
provided by Section 27-105-9, if the institution has a * * *
regulatory capital to total assets ratio of five and one-half
percent (5-1/2%) or more. That ratio shall be determined not
later than December 1 in each calendar year by the State Treasurer
on the basis of balance sheets of applying institutions at June 30

of the same calendar year, and an institution shall not be a
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qualified depository and shall not receive any public funds unless
its ratio has been certified annually by the Treasurer as meeting
the prescribed requirement. Each applicant shall furnish to the
State Treasurer such financial statements, balance sheets or other
documentation, sworn to by a duly elected officer, on such date or
dates and on such forms as the State Treasurer may require. Any
knowing or willful misstatement of fact on those forms shall
subject the officer swearing to them to the penalty of perjury,
and the financial institution of which he is an officer shall not
be eligible to serve as a depository for a period of one (1) year
beginning with the date on which the State Treasurer certifies
that such a misstatement has been made. When so approved by the
State Treasurer, the institution shall place on deposit with the
State Treasurer qualified bonds, notes and liquid securities in an
aggregate amount at least equal to one hundred five percent (105%)
of the average daily balance of funds on deposit in the aggregate
by the State of Mississippi or any agency or department of the
state or by any county, municipality or other governmental unit in
excess of that portion of accounts insured by the Federal Deposit
Insurance Corporation, or any successor thereto.

(2) Any financial institution maintaining a deposit-taking
facility in this state whose accounts are insured by the Federal
Deposit Insurance Corporation or any successors to that insurance
corporation and which has been in existence for three (3) or more

years may qualify as a public funds depository and public funds
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guaranty pool member under Section 27-105-6 by submitting an
application to the State Treasurer as provided by Section

27-105-9, if the institution has a * * * regulatory capital to

total assets ratio of six and one-half percent (6-1/2%) or more
and otherwise meets the requirements of Section 27-105-6. That
ratio shall be determined not later than December 1 in each
calendar year by the State Treasurer on the basis of balance
sheets of applying institutions at June 30 of the same calendar
year, and an institution shall not be a member of the public funds
guaranty pool unless its ratio has been certified annually by the
Treasurer as meeting the prescribed requirement. Each applicant
shall furnish to the State Treasurer such financial statements,
balance sheets or other documentation, sworn to by a duly elected
officer, on such date or dates and on such forms as the State
Treasurer may require. Any knowing or willful misstatement of
fact on those forms shall subject the officer swearing to them to
the penalty of perjury and the financial institution of which he
is an officer shall not be eligible to serve as a depository for a
period of one (1) year beginning with the date on which the State
Treasurer certifies that such a misstatement has been made. When
so approved by the State Treasurer, the institution shall meet its
security requirement of one hundred five percent (105%) by placing
on deposit with the State Treasurer qualified bonds, notes and
liquid securities in an aggregate amount at least equal to

fifty-two and one-half percent (52-1/2%) of the average daily
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balance of funds on deposit in the aggregate by the State of
Mississippi or any agency or department of the state or by any
county, municipality or other governmental unit in excess of that
portion of accounts insured by the Federal Deposit Insurance
Corporation, or any successor thereto, and executing a guarantee
equal to the balance of fifty-two and one-half percent (52-1/2%)
of the average daily balance of funds on deposit in the aggregate
by the State of Mississippi or any agency or department of the
state or by any county, municipality or other governmental unit in
excess of that portion of accounts insured by the Federal Deposit
Insurance Corporation, or any successor thereto.
(3) The term "qualified bonds, notes and liquid securities"

as used in this section shall mean:

(a) All securities that are direct obligations of the
United States Treasury or any other obligations fully guaranteed
by the United States government.

(b) Bonds, notes and other obligations of the Federal
Home Loan Bank, Federal National Mortgage Association, Federal
Land Banks, Banks for Cooperatives, and Federal Intermediate
Credit Banks, the Government National Mortgage Association, the
Federal Housing Administration, the Farmers Home Administration,
the Farm Credit System Financial Assistance Corporation, the
United States Postal Service, the Federal Financing Bank, the
Student Loan Marketing Association, the Small Business

Administration, the General Services Administration, the
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Washington Metropolitan Area Transit Authority, the Maritime
Administration, the Export-Import Bank, the International Bank for
Reconstruction and Development, the Inter-American Development
Bank, the Asian Development Bank, loan participations that carry
the guarantee of the Commodity Credit Corporation, an
instrumentality of the United States Department of Agriculture or
other similar agencies approved by the State Treasurer.

(c) Obligations of the Tennessee Valley Authority.

(d) Legal obligation or revenue bonds of the State of
Mississippi, its agencies, or any political subdivision of the
state, or any municipality located in the State of Mississippi, or
the Yazoo Mississippi Delta and the Mississippi Levee Districts,
or the Mississippi Higher Education Assistance Corporation or its
successors, or any body corporate and politic created under the
laws of the State of Mississippi.

(e) General obligations issued by any other state or by
a county, parish or municipality of any other state, the full
faith and credit of which are pledged to the payment of principal
and interest, that are rated "A" or better by any recognized
national rating agency engaged in the business of rating bonds.

(f) Surety bonds of any surety company authorized to do
business in the State of Mississippi.

(g) All bonds authorized as security for state funds
under paragraphs (c), (d) and (e), inclusive, shall be investment

quality, and any bonds under paragraphs (c), (e) and (f),
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inclusive, which are rated substandard by any of the appropriate
supervisory authorities having jurisdiction over the depository or
by any recognized national rating agency engaged in the business
of rating bonds, shall not be eligible for pledging as security to
the State of Mississippi by any qualified state depository. As
used in this paragraph, the term "investment quality" shall mean
that, at worst, the obligor of the bonds has adequate capacity to
meet its financial commitments even if adverse economic conditions
or changing circumstances are likely to lead to weakened capacity
to do so.

No bonds shall be accepted as security for more than their
stated par value or market value, whichever is lower, except bonds
and obligations of the State of Mississippi and Mississippi State
Highway bonds or notes, which may be accepted as security at par
value or market value, whichever is greater.

The bonds, notes and liquid securities to be placed on
deposit shall secure both deposits and the accrued interest
thereon.

Money shall be drawn from the depositories so as to leave in
each as near as practicable, its equitable proportion of state
funds.

The State Treasurer is authorized and empowered to:

(1) Deposit for safekeeping in the wvaults of any
of the state or national banks located within this state that are

members of the Federal Deposit Insurance Corporation and that have
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170

appropriate safekeeping facilities approved by the State
Depository Commission, any federal reserve bank, any federal
reserve branch bank, or any bank that is a member of the Federal
Reserve System and is located in a city where there is a federal
reserve bank or a federal reserve branch bank, the securities
placed with him by financial institutions qualifying as state
depositories; or

(ii) Accept, in lieu of the securities themselves,
safekeeping trust receipts issued to the State Treasurer by the
authorized safekeeping banks listed in subparagraph (i) above; the
safekeeping trust receipts shall describe the securities and show
that the securities are held for safekeeping for the account of
the State Treasurer or other governmental unit. The securities so
deposited shall not be commingled in any manner with the assets of
the safekeeping bank.

The safekeeping banks listed in subparagraph (i) above are
authorized to issue to the State Treasurer their safekeeping trust
receipts based on safekeeping trust receipts issued to them by any
of their correspondent banks that are members of the Federal
Reserve System and are located in any federal reserve city and
that have physical custody of the pledged securities.

In no event shall the State Treasurer deposit for safekeeping
with any depository securities placed by the depository with the
State Treasurer in qualifying as a public funds depository, nor
shall he accept a safekeeping trust receipt by or from a
H. B. No. 1041 00 0O ~ OFFICIAL ~

23/HR43/R1447
PAGE 7 (MCL\EW)



171

172

173

174

175

176

177

178

179

180

181

182

183

184

185

186

187

188

189

190

191

192

193

194

depository covering securities it owns in order to secure state
funds on deposit with it.

(4) In fulfilling the requirements of this Section 27-105-5,
the State Treasurer shall:

(a) Maintain perpetual inventory of pledged collateral
and perform monthly market valuations and quality ratings.

(b) Monitor and confirm, as often as deemed necessary
by the Treasurer, the pledged collateral held by third party
custodians.

(c) Perfect an interest in pledged collateral by having
pledged securities moved into an account established in the
Treasurer's name. This action shall be taken at the discretion of
the Treasurer.

(d) Review the reports of each qualified public funds
depository for material changes in capital accounts or changes in
name, address or type of institution, record the average daily
balances of public deposits held; and monitor the
collateral-pledging levels and required collateral based on the
average daily balances.

(e) Compare public deposit information reported by
qualified public funds depositories and public depositors. That
comparison shall be conducted for qualified public depositories
based on established financial condition criteria of record on

September 30.

H. B. No. 1041 A A ~ OFFICIAL ~
23/HR43/R1447
PAGE 8 (MCL\EW)



195

196

197

198

199

200

201

202

203

204

205

206

207

208

209

210

211

212

213

214

215

216

217

218

219

(f) Verify the reports of any qualified public funds
depository relating to public deposits it holds when necessary to
protect the integrity of the public deposits program.

(g) Confirm public deposits, to the extent possible
under current law, when needed.

(h) Require at his or her discretion the filing of any
information or forms required under this chapter to be by
electronic data transmission. Those filings of information or
forms shall have the same enforceability as a signed writing.

(5) A qualified public funds depository shall:

(a) Within fifteen (15) days after the end of each
calendar month or when requested by the Treasurer, submit to the
Treasurer a written report, under oath, indicating the average
daily balance of all public deposits held by it during the
reported month, required collateral, a detailed schedule of all
securities pledged as collateral, selected financial information,
and any other information that the Treasurer determines necessary
to administer this chapter.

(b) Provide to each public depositor annually, not
later than thirty (30) days following the public depositor's
fiscal year end, the following information on all open accounts
identified as a "public deposit" for that public depositor as of
its fiscal year end, to be used for confirmation purposes: the
federal employer identification number of the public funds

depository, the name on the deposit account record, the federal
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244

employer identification number on the deposit account record, and
the account number, account type and actual account balance on
deposit. Any discrepancy found in the confirmation process shall
be reconciled within sixty (60) days of the public depositor's
fiscal year end.

(c) Submit to the Treasurer annually, not later than
sixty (60) days of the public depositor's fiscal year end, a
report of all public deposits held for the credit of all public
depositors at the close of business on each public depositor's
fiscal year end. The annual report shall consist of public
deposit information in a report format prescribed by the
Treasurer. The manner of required filing may be as a signed
writing or electronic data transmission, at the discretion of the
Treasurer.

(6) Public depositors shall comply with the following
requirements:

(a) A public depositor shall ensure that the name of
the public depositor and its tax identification number are on the
account or certificate provided to the public depositor by the
qualified public depository in a manner sufficient to disclose the
identity of the public depositor;

(b) ©Not later than thirty (30) days following its
fiscal year end, a public depositor shall notify the State
Treasurer of its official name, address, federal tax

identification number, and provide a listing of all accounts that
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it had with qualified public depositories, including the deposit
balance in those accounts, as of its fiscal year end. A public
entity established during the year shall furnish its official
name, address and federal tax identification number to the State
Treasurer before making any public deposit.

(7) Any information contained in a report of a qualified
public funds depository required under Section 27-105-5 or
27-105-6 shall be considered confidential and exempt from
disclosure and not subject to dissemination to anyone other than
the State Treasurer and the State Auditor under the provisions of
this chapter.

(8) The State Treasurer is empowered to assume
responsibility as successor pledgee as agent on behalf of any
county, municipality or other governmental unit of any and all
collateral pledged before July 1, 2001, to that county,
municipality or governmental unit by that public funds depository.
Upon assuming responsibility as successor pledgee as provided in
this subsection (8), the State Treasurer is empowered to sign such
documents on behalf of any such county, municipality or
governmental unit as may be required by a trustee custodian,
including, but not limited to, any documentation necessary to
change the pledgee from the county, municipality or governmental
unit as pledgee to the State Treasurer as agent.

(9) As used in this section and Section 27-105-6, the
following terms shall have the meanings set forth below:
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(a) The term " * * * regulatory capital" means * * *

the bank's regulatory (Tier 1) capital, as calculated in

accordance with 12 C.F.R. Part 3; 12 C.F.R. Part 217; or 12 C.F.R.

324, as now enacted, or as amended or replaced, as applicable to

the applicant.

(b) The term "assets classified loss" means:

(1) When measured as of the date of examination of
the financial institution, those assets that have been determined
by an evaluation made by a state or federal examiner as of that
date to be a loss; and

(ii) When measured as of any other date, those
assets:

(A) That have been determined: 1. by an
evaluation made by a state or federal examiner at the most recent
examination of the financial institution to be a loss, or 2. by
evaluations made by the financial institution since its most
recent examination to be a loss; and

(B) That have not been charged off from the
financial institution's books or collected.

(c) The term "intangible assets" means those assets
that would be required to be reported in the item for intangible
assets in a Federal Deposit Insurance Corporation (FDIC) banking
institution's "Reports of Condition and Income" (Call Reports),

regardless of whether the institution is insured by the FDIC.
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(d) The term "mandatory convertible debt" means a
subordinated debt instrument meeting the requirements of the
Federal Deposit Insurance Corporation that requires the issuer to
convert the instrument into common or perpetual preferred stock by
a date at or before the maturity of the debt instrument. The
maturity of these instruments must be twelve (12) years or less.

(e) The term "mortgage servicing rights" means those
assets (net of any related valuation allowances) that result from
contracts to service loans secured by real estate (that have been
securitized or are owned by others) for which the benefits of
servicing are expected to more than adequately compensate the
servicer for performing the servicing.

(f) The term "perpetual preferred stock" means a
preferred stock that does not have a stated maturity date or that
cannot be redeemed at the option of the holder and that has no
other provisions that will require future redemption of the issue.
It includes those issues of preferred stock that automatically
convert into common stock at a stated date. It excludes those
issues, the rate on which increases, or can increase, in such a
manner that would effectively require the issuer to redeem the
issue.

(g) The term "total assets" means the average of total
assets of any financial institution that are or would be included

in a Federal Deposit Insurance Corporation (FDIC) banking

institution's "Reports of Condition and Income" (Call Reports),
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regardless of whether the institution is insured by the
FDIC, * * * minus intangible assets other than mortgage servicing
rights.

(h) The term "average daily balance" means the average
daily balance of public deposits of each governmental unit held
during the reported month. The average daily balances must be
determined by totaling, by account, the daily balance held by the
depositor and then dividing the total by the number of calendar
days in the month. Deposit insurance is then deducted from each
public depositor's balance and the resulting amounts are totaled
to obtain the average daily balance.

(1) The term "public funds" means funds in which the
entire beneficial interest is owned by a governmental unit or
funds held in the name of a public official of a governmental unit
charged with the duty to receive or administer funds and acting in
such official capacity.

(J) The term "governmental unit" means the State of
Mississippi, and any office, department, agency, division, bureau,
commission, board, institution, hospital, college, university,
airport authority or other instrumentality thereof, whether or not
such body or instrumentality has the authority to levy taxes or to
sue or be sued in its own name. Further, it shall mean any body
politic or body corporate other than the state responsible for
governmental activities only in geographic areas smaller than that
of the state, including, but not limited to, any county,
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municipality, school district, community hospital as defined in
Section 41-13-10, airport authority or other instrumentality
thereof, whether or not such body or instrumentality has the
authority to levy taxes or to sue or be sued in its own name. It
is the intent to include all state and political subdivisions or
instrumentalities thereof whether specifically recited herein or
not.

SECTION 2. Section 27-105-6, Mississippi Code of 1972, is
brought forward as follows:

27-105-06. (1) There is established within the State
Treasury a public funds guaranty pool to consist of qualified
public funds depositories commissioned under Section 27-105-5(2)
to be administered by a Guaranty Pool Board and the State
Treasurer.

(2) There is established a nine-member Guaranty Pool Board
to administer the guaranty pool and to review and recommend
criteria to be used by the State Treasurer in order to protect
public deposits and the depositories in the program.

(3) Any financial institution qualifying as a guaranty pool
member shall guarantee public fund deposits against loss caused by
the default or insolvency of other guaranty pool members and shall
execute under oath an agreement of contingent liability in

addition to a public deposit pledge agreement.
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(4) In addition to maintaining the capital requirements of
Section 27-105-5, a guaranty pool member shall meet and maintain,
on a quarterly basis, at least two (2) of the following ratios:

(a) A ratio of loans past due ninety (90) days or more

to total loans of less than two percent (2%);

(b) An annualized return on average assets of more than
seventy-five one hundredths of one percent (0.75%); and

(c) A total loans to total assets ratio not exceeding
eighty percent (80%).

Failure of a guaranty pool member to meet the capital ratio
and at least two (2) of the above three (3) ratios shall subject
the member to subsection (9) of this section.

(5) In fulfilling the requirements of this section, the
Treasurer has the power to:

(a) Order discontinuance of participation in the
guaranty pool program by a qualified public depository upon
failure of the financial institution to meet the above
requirements of subsection (4) of this section;

(b) Appoint a nine-member Guaranty Pool Board;

(c) Establish goals and objectives and provide other
data as may be necessary to assist the Guaranty Pool Board
established under subsection (2) in developing standards for the
program;

(d) Perform financial analysis of any qualified public
funds depository as needed.
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392 (6) The Guaranty Pool Board shall consist of:

393 (a) One (1) representative of financial institutions
394 with assets of One Billion Dollars ($1,000,000,000.00) or more

395 chosen by the State Treasurer from a list of two (2) bankers

396 nominated by the Mississippi Bankers Association;

397 (b) One (1) representative of financial institutions
398 with assets of Three Hundred Million Dollars ($300,000,000.00) but
399 less than One Billion Dollars ($1,000,000,000.00) chosen by the
400 State Treasurer from a list of two (2) bankers nominated by the
401 Mississippi Bankers Association;

402 (c) One (1) representative of financial institutions
403 with assets of less than Three Hundred Million Dollars

404 ($300,000,000.00) chosen by the State Treasurer from a list of two
405 (2) bankers nominated by the Mississippil Bankers Association;

406 (d) Two (2) representatives of banks at large chosen by
407 the State Treasurer from a list of four (4) bankers nominated by
408 the Mississippi Bankers Association;

409 (e) One (1) member chosen by the State Treasurer from a
410 list of two (2) supervisors nominated by the Mississippi

411 Supervisors Association;

412 (£) One (1) member chosen by the State Treasurer from a
413 list of two (2) municipal officials nominated by the Mississippi
414 Municipal League; and

415 (g) The Commissioner of Banking and Consumer Finance

416 and the State Treasurer.
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The Guaranty Pool Board shall determine the effective date of
the public funds guaranty pool, which date shall be no earlier
than July 1, 2001, and so notify the State Treasurer. All
nominees of the Mississippi Bankers Association shall be employed
by a financial institution that is a member of the public funds
guaranty pool.

Initially, three (3) of the five (5) representatives of
financial institutions shall be appointed for a term of one (1)
year. The remaining members other than the Commissioner of
Banking and Consumer Finance and State Treasurer, who shall be
permanent members, shall be appointed for a term of two (2) years.
Upon expiration of these terms, members shall be appointed
thereafter for two-year terms. Any member is eligible for
reappointment and shall serve until a successor qualifies. If a
vacancy occurs in the position of any appointed member, a new
member shall be appointed in the same manner as the member's
predecessor for the remainder of the unexpired term. A member of
the board shall receive no compensation for service on the board.

The Guaranty Pool Board shall elect a chair and wvice chair
and shall also designate a secretary who need not be a member of
the Guaranty Pool Board. The secretary shall keep a record of the
proceedings of the Guaranty Pool Board and shall be the custodian
of all printed materials filed with or by the advisory committee.
Notwithstanding the existence of vacancies on the Guaranty Pool

Board, a majority of the members constitutes a quorum. The
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Guaranty Pool Board shall not take official action in the absence
of a quorum.

In addition to the requirements of subsection (4) of this
section, the Guaranty Pool Board, by a two-thirds (%35)
supermajority vote of the entire Guaranty Pool Board, may
establish additional criteria for qualification as a guaranty pool
member, including promulgating additional ratios, requiring
stricter ratios than provided under subsection (4), or requiring
additional collateral; however, any additional criteria shall be
uniformly applied to all participants, although higher collateral
pledge levels may be based on different financial criteria. Any
reduction in previously approved criteria shall likewise be
subject to a two-thirds (%5) supermajority vote of the entire
Guaranty Pool Board. Any additional criteria will become effective
at the gquarter next after the Guaranty Pool Board votes. The
Guaranty Pool Board is authorized to promulgate regulations in
order to more fully carry out its obligations under this
paragraph.

(7) A public funds guaranty pool member shall submit to the
State Treasurer not later than the date required to be filed with
its primary federal regulatory agency:

(a) A copy of the quarterly Consolidated Reports of
Condition and Income, and any amended reports, required by the
Federal Deposit Insurance Act, 12 USCS Section 1811 et seq., if

the depository is a bank; or
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(b) A copy of the Thrift Financial Report, and any
amended reports, required to be filed with the Office of Thrift
Supervision if the depository is a savings and loan association.

(8) A public funds guaranty pool member may effect a
voluntary withdrawal from the guaranty pool by giving written
notice to the State Treasurer. Notice of withdrawal shall be
mailed or delivered in sufficient time to be received by the State
Treasurer at least one hundred eighty (180) days before the
effective date of withdrawal. On the effective date of
withdrawal, the guaranty pool member shall pledge and place on
deposit with the State Treasurer securities equal to one hundred
five percent (105%) of the outstanding balances of public funds
held less the amount of funds insured by the Federal Deposit
Insurance Corporation.

The contingent liability for any loss before the effective
date of withdrawal of the depository withdrawing from the guaranty
pool shall continue after the effective date of the withdrawal for
a period of six (6) months.

(9) A public funds guaranty pool member failing to meet the
requirements for membership in subsection (4) of this section or
as modified by the Guaranty Pool Board under its authority at
subsection (6) is required to withdraw from the guaranty pool.

The State Treasurer shall notify the public funds guaranty pool
member of the effective date of the withdrawal not less than
thirty (30) days before that effective date. Not later than the
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effective date of withdrawal, the withdrawing pool member must
pledge and place on deposit with the State Treasurer securities
equal to one hundred five percent (105%) of the outstanding
balances of public funds held less the amount of funds insured by
the Federal Deposit Insurance Corporation or pay over those funds
to the public depositor.

The contingent liability for any loss before the effective
date of withdrawal of the depository withdrawing from the guaranty
pool shall continue for a period of one (1) year after the
effective date of the withdrawal.

SECTION 3. Section 27-105-33, Mississippi Code of 1972, is
brought forward as follows:

27-105-33. It shall be the duty of the State Treasurer and
the Executive Director of the Department of Finance and
Administration on or about the tenth day of each month, and in
their discretion at any other time, to analyze carefully the
amount of cash in the General Fund of the state and in all special
funds credited to any special purpose designated by the State
Legislature or held to meet the budgets or appropriations for
maintenance, improvements and services of the several
institutions, boards, departments, commissions, agencies, persons
or entities of the state, and to determine in their opinion when
the cash in such funds is in excess of the amount required to meet

the current needs and demands of no more than seven (7) business

days on such funds and report their findings to the Governor. It
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541

shall be the duty of the State Treasurer to provide a cash flow
model for forecasting revenues and expenditures on a bimonthly
basis and providing technical assistance for its operation. The
Department of Finance and Administration shall use the cash flow
model furnished by the State Treasurer, in analyzing the amount of
funds on deposit and available for investment.

The State Treasurer is hereby authorized, empowered and
directed to invest all such excess general and special funds of
the state in the following manner:

(a) Funds shall be allocated equally among all
qualified state depositories which do not have demand accounts in
excess of One Hundred Fifty Thousand Dollars ($150,000.00) until
each qualified depository willing to accept the same shall have on
deposit or in security repurchase agreements or in other
securities authorized in paragraph (d) of this section at interest
the sum of Three Hundred Thousand Dollars ($300,000.00). For the
purposes of this subsection, no branch bank or branch office shall
be counted as a separate depository.

(b) The balance, if any, of such excess general and
special funds shall be offered to qualified depositories of the
state on a pro rata basis as provided in Section 27-105-9. For
the purposes of this subsection, the pro rata share of each
depository shall be reduced by the amount of the average daily
collected earning balance of demand deposits maintained by the

State Treasurer pursuant to Section 27-105-9 during the preceding
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542 calendar year, and such reduction shall be allocated pro rata

543 among other eligible depositories.

544 (c) Funds offered pursuant to paragraphs (a) and (b)
545 above shall be invested for periods of up to one (1) year, and

546 shall bear interest at an interest rate no less than that

547 numerically equal to the bond equivalent yield on direct

548 obligations of the United States Treasury of comparable maturity,
549 as determined by the State Treasurer. In determining such rate,
550 the State Treasurer shall consider the Legislature's desire to

551 distribute funds equitably throughout the state to the maximum

552 extent possible.

553 (d) To the extent that the State Treasurer shall find
554 that general and special funds cannot be invested pursuant to

555 paragraphs (a), (b) and (c) of this section for the stated

556 maturity up to one (1) year, the Treasurer may invest such funds,
557 together with any other funds required for current operation, as
558 determined pursuant to this section, in the following:

559 (1) Time certificates of deposit or

560 interest-bearing accounts with qualified state depositories. For
561 those funds determined under prudent judgment of the State

562 Treasurer to be made available for investment in time certificates
563 of deposit, the rate of interest paid by the depositories shall be
564 determined by rules and regulations adopted and promulgated by the
565 State Treasurer which may include competitive bids. At the time

566 of investment, the interest rate on such certificates of deposit
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under the provisions of this subparagraph shall be a rate not less
than the bond equivalent yield on direct obligations of the United
States Treasury with a similar length of maturity.

(ii) Direct United States Treasury obligations,
the principal and interest of which are fully guaranteed by the
government of the United States.

(iii) United States government agency, United
States government instrumentality or United States government
sponsored enterprise obligations, the principal and interest of
which are fully guaranteed by the government of the United States,
such as the Government National Mortgage Association; or United
States governmental agency, United States government
instrumentality or United States government sponsored enterprise
obligations, the principal and interest of which are guaranteed by
any United States government agency, United States government
instrumentality or United States government sponsored enterprise
contained in a list promulgated by the State Treasurer.

(iv) Direct security repurchase agreements and
reverse direct security repurchase agreements of any federal book
entry of only those securities enumerated in subparagraphs (ii)
and (iii) above. "Direct security repurchase agreement" means an
agreement under which the state buys, holds for a specified time,
and then sells back those securities and obligations enumerated in
subparagraphs (ii) and (iii) above. "Reverse direct securities
repurchase agreement" means an agreement under which the state
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616

sells and after a specified time buys back any of the securities
and obligations enumerated in subparagraphs (ii) and (iii) above.
At least eighty percent (80%) of the total dollar amount in all
repurchase agreements at any one time shall be pursuant to
contracts with qualified state depositories.

(v) Bonds issued, assumed or guaranteed by the
Country of Israel, provided that:

1. Investments in such instruments shall be
denominated in United States currency;

2. Such bonds must be of investment grade as
rated by at least one (1) nationally recognized statistical rating
agency; and

3. The amount of funds invested in such bonds
at any time shall not exceed Twenty Million Dollars
($20,000,000.00) .

(e) For the purposes of this section, direct
obligations issued by the United States of America shall be deemed
to include securities of, or other interests in, any open-end or
closed-end management type investment company or investment trust
registered under the provisions of 15 USCS Section 80(a)-1 et
seqg., provided that the portfolio of such investment company or
investment trust is limited to direct obligations issued by the
United States of America, United States government agencies,
United States government instrumentalities or United States

government sponsored enterprises, and to repurchase agreements
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641

fully collateralized by direct obligations of the United States of
America, United States government agencies, United States
government instrumentalities or United States government sponsored
enterprises, and the investment company or investment trust takes
delivery of such collateral for the repurchase agreement, either
directly or through an authorized custodian. The State Treasurer
and the Executive Director of the Department of Finance and
Administration shall review and approve the investment companies
and investment trusts in which funds invested under paragraph (d)
of this section may be invested. The total dollar amount of funds
invested in all open-end and closed-end management type investment
companies and investment trusts at any one time shall not exceed
twenty percent (20%) of the total dollar amount of funds invested
under paragraph (d) of this section.

(f) Investments authorized by subparagraphs (ii) and
(i1ii) of paragraph (d) shall mature on such date or dates as
determined by the State Treasurer in the exercise of prudent
judgment to generate a favorable return to the state and will
allow the monies to be available for use at such time as the
monies will be needed for state purposes. However, the maturity
of securities purchased as enumerated in subparagraphs (ii) and
(iii) shall not exceed ten (10) years from date of purchase.
Special funds shall be considered those funds created
constitutionally, statutorily or administratively which are not
considered general funds. All funds invested for a period of
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thirty (30) days or longer under paragraph (d) shall bear a rate
at least equal to the current established rate under paragraph (c)
of this section.

(g) Any interest-bearing deposits or certificates of
deposit shall not exceed at any time the amount insured by the
Federal Deposit Insurance Corporation in any one (1) banking
institution, the Federal Savings and Loan Insurance Corporation in
any one (1) savings and loan association, or other deposit
insurance corporation approved by the State Treasurer, unless the
uninsured portion is collateralized by the pledge of securities in
the manner provided by Section 27-105-5.

(h) Unless otherwise provided, income from investments
authorized by the provisions of this subsection shall be credited
to the State General Fund.

(1) Not more than Five Hundred Thousand Dollars
($500,000.00) of funds may be invested with foreign financial
institutions, and the State Treasurer may enter into price
contracts for the purchase or exchange of foreign currency or
other arrangements for currency exchange in an amount not to
exceed Five Hundred Thousand Dollars ($500,000.00) upon specific
direction of the Department of Economic and Community Development.
The State Treasurer shall promulgate all rules and regulations for
applications, qualifications and any other necessary matters for

foreign financial institutions.
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Any liquidating agent of a depository in liquidation,
voluntary or involuntary, shall redeem from the state any bonds
and securities which have been pledged to secure state funds and
such redemption shall be at the par value or market value thereof,
whichever is greater; otherwise, the liquidating agent or receiver
may pay off the state in full for its deposits and retrieve the
pledged securities without regard to par or market value.

The State Treasurer and the Executive Director of the
Department of Finance and Administration shall make monthly
reports to the Legislative Budget Office containing a full and
complete statement of all funds invested by virtue of the
provisions of this section and the revenues derived therefrom and
the expenses incurred therewith, together with all such other
information as may seem to each of them as being pertinent to
inform fully the Mississippi Legislature with reference thereto.

The State Treasurer shall not deposit any funds on demand
deposit with any authorized depository, unless such depository has
contracted for interest-bearing accounts or time certificates of
deposit.

Notwithstanding the foregoing, any financial institution not
meeting the prescribed ratio requirement set forth in Section
27-105-5 whose accounts are insured by the Federal Deposit
Insurance Corporation, or any successor to that insurance
corporation, may receive state funds in an amount not exceeding

the amount which is insured by such insurance corporations and may
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qualify as a state depository to the extent of such insurance for
this purpose only. The paid-in and earned capital funds of such
financial institution shall not be included in the computations
specified in Section 27-105-9(a) and (b).

SECTION 4. Section 27-105-315, Mississippi Code of 1972, 1is
brought forward as follows:

27-105-315. (1) Any financial institution in a county, or
in an adjoining county where there is no financial institution in
the county qualifying, whose accounts are insured by the Federal
Deposit Insurance Corporation or any successors to that insurance
corporation may qualify as a county depository, if the institution
qualifies as a public funds depository under Section 27-105-5 or a
public funds guaranty pool member under Sections 27-105-5 and
27-105-6. The qualified financial institution shall secure those
deposits by placing qualified securities on deposit with the State
Treasurer as provided in Section 27-105-5.

(2) Notwithstanding the foregoing, any financial institution
whether or not meeting the prescribed ratio requirement whose
accounts are insured by the Federal Deposit Insurance Corporation
Oor any successors to that insurance corporation, may receive
county funds in an amount not exceeding the amount that is insured
by that insurance corporation and may qualify as a county
depository to the extent of that insurance.

(3) For purposes of the foregoing subsection (2), a deposit
or investment shall be within the amount that is insured by that
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insurance corporation if the deposit or investment is made on the
following conditions:

(a) The financial institution arranges for the
investment of the funds in interest-bearing accounts in one or
more banks or savings and loan associations wherever located in
the United States, for the account of the public depositor;

(b) The full amount of the principal and accrued
interest of each such interest-bearing account is insured by the
Federal Deposit Insurance Corporation;

(c) The financial institution acts as custodian for the
public depositor with respect to the funds invested in the public
depositor's account; and

(d) At the same time that such interest-bearing
accounts are invested, the financial institution receives an
amount of deposits from customers of other financial institutions
located in the United States equal to or greater than the amount
of the funds invested by the public depositor through the
financial institution.

SECTION 5. This act shall take effect and be in force from

and after its passage.
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