M SSI SSI PPl LEG SLATURE REGULAR SESSI ON 2000
By: CQuice To: Banks and Banki ng

COWM TTEE SUBSTI TUTE
FOR
HOUSE BI LL NO. 1381

AN ACT TO AMEND SECTI ON 27-105-5, M SSI SSI PPl CCDE OF 1972,
TO PROVI DE QUALI FI CATI ONS FOR A FI NANCI AL | NSTI TUTI ON TO QUALI FY
AS A PUBLI C FUNDS DEPGCSI TORY AND GUARANTY POOL MEMBER;, TO CREATE A
NEW SECTI ON TO BE CODI FI ED AS SECTI ON 27-105-6, M SSI SSI PPl CODE
OF 1972, TO ESTABLI SH W TH N THE STATE TREASURY A PUBLI C FUNDS
GUARANTY POCL TO CONSI ST OF QUALI FI ED PUBLI C FUNDS DEPOSI TORI ES TO
BE ADM NI STERED BY A GUARANTY POOL BOARD AND THE STATE TREASURER
TO PROVI DE FOR THE MEMBERSHI P OF THE GUARANTY POOL BOARD AND TO
PROVI DE FURTHER QUALI FI CATI ONS REQUI RED FOR FI NANCI AL | NSTI TUTI ONS
10 TO PARTI Cl PATE | N THE GUARANTY POCL; TO AMEND SECTI ON 27-105- 25,
11 M SSI SSI PPl CODE OF 1972, TO REQUI RE THE STATE TREASURER TO
12 PROVI DE COVERAGE OF THE REMAI NI NG LOSS BY ASSESSMENT AGAI NST THE
13 OTrHER PUBLI C FUNDS GUARANTY POOL MEMBERS WHEN A LOSS TO THE PUBLI C
14 DEPOSI TORS |'S NOT COVERED BY DEPOSI T | NSURANCE OR PROCEEDS OF A
15 SALE OF SECURI TI ES; TO AMEND SECTI ON 27-105-315, M SSI SSI PPl CODE
16 OF 1972, TO PROVI DE THAT ANY FI NANCI AL | NSTI TUTI ON WHOSE ACCOUNTS
17 ARE | NSURED BY THE FDI C MAY QUALI FY AS A COUNTY DEPGCSI TORY | F THE
18 I NSTI TUTI ON QUALI FI ES AS A PUBLI C FUNDS DEPGOSI TORY OR GUARANTY
19 POCL MEMBER, TO AMEND SECTI ON 27-105-317, M SSI SSI PPl CODE OF
20 1972, TO PROVI DE THAT A COUNTY DEPGCSI TORY MJUST BE | SSUED A
21 COW SS| ON BEFORE RECEI PT OF COUNTY DEPGCSI TS; TO AMEND SECTI ONS
22 27-105-9, 27-105-13, 27-105-35, 27-105-329, 27-105-331,
23 27-105-333, 27-105-349, 27-105-353, 27-105-355 AND 27-105-359,
24 M SSI SSI PPl CODE OF 1972, IN CONFORM TY THERETG, TO REPEAL SECTI ON
25 27-105-319, M SSI SSI PPl CODE OF 1972, VWH CH PROVI DES THE FORM OF
26 THE COWM SSI ON FOR A COUNTY DEPOSI TORY; AND FOR RELATED PURPOSES.

OCO~NOUITARWNE

27 BE I T ENACTED BY THE LEGQ SLATURE OF THE STATE OF M SSI SSI PPI
28 SECTION 1. Section 27-105-5, M ssissippi Code of 1972, is
29 amended as follows:[LR1]

30 27-105-5. Qualification as public funds depository; State

31 Treasurer authority.

32 (1) Any financial institution maintaining a deposit-taking
33 facility in this state whose accounts are insured by the Federal
34 Deposit Insurance Corporation or any successors to that insurance

35 corporation, may qualify as a public funds depository by

36 submitting an application to the State Treasurer as provi ded by
37 Section 27-105-9, if the institution has a primary capital to

38 total assets ratio of five and one-half percent (5-1/2% or nore.
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That ratio shall be determ ned not |ater than Decenber 1 in each
cal endar year by the State Treasurer on the basis of bal ance
sheets of applying institutions at June 30 of the sane cal endar
year, and an institution shall not be a qualified depository and
shall not receive any public funds unless its ratio has been
certified annually by the Treasurer as neeting the prescribed
requi renent. Each applicant shall furnish to the State Treasurer
such financial statenents, balance sheets or other docunentation,
sworn to by a duly elected officer, on such date or dates and on
such fornms as the State Treasurer may require. Any know ng or
willful msstatenent of fact on those forns shall subject the
officer swearing to themto 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
begi nning with the date on which the State Treasurer certifies
that such a m sstatenent has been nmade. Wen so approved by the
State Treasurer, the institution shall place on deposit with the
State Treasurer qualified bonds, notes and |liquid securities in an
aggregat e anmount at | east equal to one hundred five percent (105%

of the average daily bal ance of funds on deposit in the aggregate

by the State of M ssissippi or any agency or departnent of the

state or by any county, nunicipality or other governnental unit in

excess of that portion of accounts insured by the Federal Deposit
| nsurance Corporation, or any successor thereto.

(2) Any financial institution nmaintaining a deposit-taking

facility in this state whose accounts are insured by the Federal

Deposit | nsurance Corporation or any successors to that insurance

corporation and which has been in existence for three (3) or nore

vears may qualify as a public funds depository and public funds

quar anty pool nenber under Section 27-105-6 by subnitting an

application to the State Treasurer as provided by Section

27-105-9, if the institution has a prinary capital to total assets

ratio of six and one-half percent (6-1/2% or nore and ot herw se

nmeets the requirenents of Section 27-105-6. That ratio shall be

determined not |later than Decenber 1 in each cal endar year by the

State Treasurer on the basis of bal ance sheets of applying

institutions at June 30 of the sane cal endar year, and an
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institution shall not be a nenber of the public funds quaranty

pool unless its ratio has been certified annually by the Treasurer

as neeting the prescribed requirenent. Each applicant shal

furnish to the State Treasurer such financial statenents, bal ance

sheets or other docunentation, sworn to by a duly elected officer,

on such date or dates and on such forns as the State Treasurer nay

require. Any knowing or willful m sstatenent of fact on those

fornms shall subject the officer swearing to themto 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) vear beginning with the date on which the State Treasurer

certifies that such a nisstatenment has been made. Wen so

approved by the State Treasurer, the institution shall neet its

security requirenent of one hundred five percent (105% by pl aci ng

on deposit with the State Treasurer qualified bonds, notes and

liquid securities in an aggregate amount at | east equal to

fifty-two and one-half percent (52-1/2% of the average daily

bal ance of funds on deposit in the aggregate by the State of

M ssi ssi ppi_or any agency or departnent of the state or by any

county, nmunicipality or other governnental unit in excess of that

portion of accounts insured by the Federal Deposit |nsurance

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 bal ance of funds on deposit in the agqgreqgate

by the State of M ssissippi or any agency or departnment of the

state or by any county, nunicipality or other governnental unit in

excess of that portion of accounts insured by the Federal Deposit

| nsurance Corporation, or any successor thereto.

(3) The term"qualified bonds, notes and liquid securities"

as used in this section shall nean:

(a) Al securities that are direct obligations of the
United States Treasury or any other obligations fully guaranteed

by the United States governnent.

H B. No. 1381
00\ HR40\ R1821CS
PAGE 3



109
110
111
112
113
114
115
116
117
118
119
120
121
122
123
124
125
126
127
128
129
130
131
132
133
134
135
136
137
138
139
140
141

(b) Bonds, notes and other obligations of the Federal
Hone Loan Bank, Federal National Mrtgage Associ ation, Federal
Land Banks, Banks for Cooperatives, and Federal Internediate
Credit Banks, the Government National Mrtgage Association, the
Federal Housing Adm nistration, the Farmers Hone Adm nistration,
the Farm Credit System Fi nanci al Assistance Corporation, the
United States Postal Service, the Federal Financing Bank, the
St udent Loan Marketing Association, the Small Business
Adm ni stration, the General Services Adm nistration, the
Washi ngton Metropolitan Area Transit Authority, the Maritine
Adm ni stration, the Export-Inport Bank, the International Bank for
Reconstructi on and Devel opnent, the Inter-Anerican Devel opnent
Bank, the Asian Devel opnent Bank, |oan participations that carry
t he guarantee of the Commodity Credit Corporation, an
instrunmentality of the United States Departnment of Agriculture or
ot her simlar agencies approved by the State Treasurer.

(c) Obligations of the Tennessee Valley Authority.

(d) Legal obligation or revenue bonds of the State of
M ssi ssippi, its agencies, or any political subdivision of the
state, or any nunicipality located in the State of M ssissippi, or
the Yazoo M ssissippi Delta and the M ssissippi Levee Districts,
or the M ssissippi H gher Education Assistance Corporation or its
successors, or any body corporate and politic created under the
| aws of the State of M ssissippi.

(e) General obligations issued by any state or by a
county, parish or municipality of any state, the full faith and
credit of which are pledged to the paynent of principal and
interest, that are rated "A" or better by any recogni zed nati onal
rati ng agency engaged in the business of rating bonds.

(f) Surety bonds of any surety conpany authorized to do
business in the State of M ssissippi.

(g) Al bonds authorized as security for state funds

under itens (c), (d) and (e), inclusive, shall be investnent
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quality, and any bonds under * * * itens (c), (d), (e) and (f),

i nclusive, which are rated substandard by any of the appropriate
supervi sory authorities having jurisdiction over the depository or
by any recogni zed national rating agency engaged in the business
of rating bonds, shall not be eligible for pledging as security to
the State of M ssissippi by any qualified state depository.

No bonds shall be accepted as security for nore than their
stated par value or market value, whichever is |ower, except bonds
and obligations of the State of M ssissippi and M ssissippi State
H ghway bonds or notes, which nay be accepted as security at par
val ue or market val ue, whichever is greater.

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

Money shall be drawn fromthe depositories so as to |leave in
each as near as practicable, its equitable proportion of state
f unds.

The State Treasurer is authorized and enpowered to:

(1) Deposit for safekeeping in the vaults of any
of the state or national banks |ocated within this state that are
menbers of the Federal Deposit Insurance Corporation and that have
appropriate safekeeping facilities approved by the State
Depository Comm ssion, any federal reserve bank, any federal
reserve branch bank, or any bank that is a nenber of the Federal
Reserve Systemand is located in a city where there is a federa
reserve bank or a federal reserve branch bank, the securities
pl aced with himby financial institutions qualifying as state
depositories; or

(i) Accept, in lieu of the securities thenselves,
saf ekeeping trust receipts issued to the State Treasurer by the
aut hori zed saf ekeepi ng banks listed in subparagraph (i) above; the
saf ekeeping trust receipts shall describe the securities and show

that the securities are held for safekeeping for the account of
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the State Treasurer or other governnental unit. The securities so

deposited shall not be conmi ngled in any manner with the assets of
t he saf ekeepi ng bank.

The saf ekeepi ng banks listed in subparagraph (i) above are
authorized to issue to the State Treasurer their safekeeping trust
recei pts based on saf ekeeping trust receipts issued to them by any
of their correspondent banks that are nmenbers 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
wi th any depository securities placed by the depository with the

State Treasurer in qualifying as a public funds depository, nor

shal | he accept a safekeeping trust receipt by or froma
depository covering securities it owms in order to secure state
funds on deposit with it.

(4) In fulfilling the requirenents of Section 27-105-5, the

State Treasurer shall

(a) Maintain perpetual inventory of pledged coll ateral

and performnonthly narket valuations and quality ratings.

(b) Monitor and confirm as often as deened necessary

by the Treasurer, the pledged collateral held by third party

cust odi ans.

(c) Perfect an interest in pledged collateral by having

pl edged securities noved into an account established in the

Treasurer's nane. 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

bal ances of public deposits held; and nonitor the

coll ateral -pledging | evels and required coll ateral based on the

average daily bal ances.

(e) Conpare public deposit information reported by
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qualified public funds depositories and public depositors. That

conpari son shall be conducted for qualified public depositories

based on established financial condition criteria of record on

Sept enber 30.

(f) Verify the reports of any qualified public funds

depository relating to public deposits it holds when necessary to

protect the inteqrity of the public deposits program

(q) Confirmpublic deposits, to the extent possible

under current | aw, when needed.

(h) Require at his or her discretion the filing of any

information or fornms required under this chapter to be by

electronic data transm ssion. Those filings of information or

forns shall have the sane enforceability as a signed witing.

(5) A qualified public funds depository shall

(a) Wthin fifteen (15) days after the end of each

cal endar nonth or when requested by the Treasurer, subnit to the

Treasurer a witten report, under oath, indicating the average

daily bal ance of all public deposits held by it during the

reported nonth, required collateral, a detail ed schedul e of al

securities pledged as collateral, selected financial information,

and any other information that the Treasurer determ nes necessary

to adm nister this chapter.

(b) Provide to each public depositor annually, not

later than thirty (30) days followi ng the public depositor's

fiscal yvear 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 confirnmation purposes: the

f ederal enpl oyer identification nunber of the public funds

depository, the nane on the deposit account record, the federal

enpl oyer identification nunber on the deposit account record, and

t he account nunber, account type, and actual account bal ance on

deposit. Any discrepancy found in the confirmation process shal

be reconciled within sixty (60) days of the public depositor's
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241 fiscal year end.

242 (c) Submit to the Treasurer annually, not later than

243 sixty (60) days after the public depositor's fiscal year end, a

244 report of all public deposits held for the credit of all public

245 depositors at the close of business on each public depositor's

246 fiscal year end. The annual report shall consist of public

247 deposit information in a report format prescribed by the

248 Treasurer. The manner of required filing may be as a signed

249 witing or electronic data transm ssion, at the discretion of the

250 Treasurer.

251 (6) Public depositors shall comply with the foll owi ng

252 requirenents:

253 (a) A public depositor shall ensure that the nane of

254 the public depositor and its tax identification nunber are on the

255 account or certificate provided to the public depositor by the

256 qualified public depository in a manner sufficient to disclose the

257 identity of the public depositor;

258 (b) Not later than thirty (30) days following its

259 fiscal year end, a public depositor shall notify the State

260 Treasurer of its official nane, address, federal tax

261 identification nunber, and provide a listing of all accounts that

262 it had with qualified public depositories, including the deposit

263 balance in those accounts, as of its fiscal year end. A public

264 entity established during the yvear shall furnish its official

265 nane, address and federal tax identification nunber to the State

266 Treasurer before maki ng any public deposit.

267 (7) Any information contained in a report of a qualified

268 public funds depository required under Section 27-105-5 or

269 27-105-6 shall be considered confidential and exenpt from

270 disclosure and not subject to dissem nation to anyone other than

271 the Treasurer under the provisions of this chapter.

272 (8) The State Treasurer is enpowered to assune

273 responsibility as successor pl edgee as agent on behal f of any
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county, nunicipality or other governnental unit of any and al

collateral pledged before July 1, 2001, to that county,

nmuni ci pality or governnental unit by that public funds depository.

Upon assuning responsibility as successor pledgee as provided in

this subsection (8), the State Treasurer is enpowered to sign such

docunents on behalf of any such county, municipality or

governnental unit as nay be required by a trustee custodian,

including, but not limted to, any docunentation necessary to

change the pledgee fromthe county, nunicipality or governnental

unit as pledgee to the State Treasurer as agent.

(9) As used in this section and Section 27-105-6, the

following terns shall have the nmeanings set forth bel ow

(a) The term"primary capital” nmeans the sum of conmon
stock, perpetual preferred stock, capital surplus, undivided
profits, capital reserves, nmandatory convertible debt (to the
extent of twenty percent (20% of primary capital exclusive of
that debt), mnority interests in consolidated subsidiaries, net
worth certificates issued under 12 USCS 1823(i) and the all owance
for loan and | ease | osses, and m nus assets classified | oss and
i ntangi bl e assets other than nortgage servicing rights.

(b) The term"assets classified | oss" neans:

(1) Wen neasured as of the date of exam nation of
the financial institution, those assets that have been determ ned
by an eval uation nmade by a state or federal exam ner as of that
date to be a |l oss; and

(ii) Wien neasured as of any other date, those
assets:

(A) That have been determ ned: 1. by an
eval uation made by a state or federal exam ner at the nbst recent
exam nation of the financial institution to be a loss, or 2. by
eval uati ons nade by the financial institution since its npst
recent exam nation to be a |oss; and

(B) That have not been charged off fromthe
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financial institution's books or coll ected.

(c) The term"intangi ble assets" neans those assets
that would be required to be reported in the itemfor intangible
assets in a Federal Deposit |Insurance Corporation (FD C) banking
institution's "Reports of Condition and I ncome” (Call Reports),
regardl ess of whether the institution is insured by the FDI C

(d) The term "mandatory convertible debt" nmeans a
subordi nat ed debt instrument neeting the requirenents of the
Federal Deposit |Insurance Corporation that requires the issuer to
convert the instrument into comon or perpetual preferred stock by
a date at or before the maturity of the debt instrunment. The
maturity of these instruments nust be twelve (12) years or |ess.

(e) The term"nortgage servicing rights" neans the
purchased rights to performthe servicing function for a specific
group of nortgage | oans that are owned by others. Mortgage
servicing rights nust be anortized over a period not to exceed
fifteen (15) years or their estinmated useful |ife, whichever is
shorter.

(f) The term "perpetual preferred stock” neans a
preferred stock that does not have a stated nmaturity date or that
cannot be redeened at the option of the holder. It includes those
i ssues of preferred stock that automatically convert into conmon
stock at a stated date. It excludes those issues, the rate on
whi ch i ncreases, or can increase, in such a manner that woul d
effectively require the issuer to redeemthe issue.

(g) The term"total assets” neans the average of total
assets of any financial institution that are or would be included
in a Federal Deposit |Insurance Corporation (FD C) banking
institution's "Reports of Condition and I ncome” (Call Reports),
regardl ess of whether the institution is insured by the FDIC, plus
t he all owance for | oan and | ease | osses, mnus assets classified
| oss and minus intangi ble assets other than nortgage servicing

rights.
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(h) The term "average daily bal ance" neans the average

daily bal ance of public deposits of each governnmental unit held

during the reported nonth. The average daily bal ances nust be

determ ned by totaling, by account, the daily bal ance held by the

depositor and then dividing the total by the nunber of cal endar

days in the nonth. Deposit insurance is then deducted from each

public depositor's balance and the resulting anbunts are total ed

to obtain the average daily bal ance.

(i) The term"public funds" neans funds in which the

entire beneficial interest is owed by a governnmental unit or

funds held in the nane of a public official of a governnental unit

charged with the duty to receive or adninister funds and acting in

such official capacity.

(j) The term"governnental unit" neans the State of

M ssi ssi ppi, any board, conmi ssion, departnent, office or other

agency of the State of M ssissippi, any county, any incorporated

city, town or village, any school district, any utility district,

any conmunity college, any institution of higher |learning, or any

muni ci pal airport authority or regional airport authority in the

st at e.

SECTION 2. The follow ng provision shall be codified as
Section 27-105-6, M ssissippi Code of 1972:

27-105-6. Further qualification as public funds depository
participating in public funds guaranty pool.

(1) There is established wwthin the State Treasury a public
funds guaranty pool to consist of qualified public funds
depositories conmm ssioned under Section 27-105-5(2) to be
adm ni stered by a Guaranty Pool Board and the State Treasurer.

(2) There is established a nine-nmenber Guaranty Pool Board
to adm ni ster the guaranty pool and to review and reconmend
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
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menber shall guarantee public fund deposits against |oss caused by
the default or insolvency of other guaranty pool nenbers and shal
execut e under oath an agreenent of contingent liability in
addition to a public deposit pledge agreenent.

(4) In addition to nmaintaining the capital requirenents of
Section 27-105-5, a guaranty pool nenber shall neet and naintain,
on a quarterly basis, at least two (2) of the follow ng rati os:

(a) Aratio of |oans past due ninety (90) days or nore
to total |oans of less than two percent (2% ;

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

(c) Atotal loans to total assets ratio not exceeding
ei ghty percent (80%.

Failure of a guaranty pool nenber to neet the capital ratio
and at least two (2) of the above three (3) ratios shall subject
t he nmenber to subsection (9) of this section

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

(a) Oder discontinuance of participation in the
guaranty pool program by a qualified public depository upon
failure of the financial institution to neet the above
requi renents of subsection (4) of this section;

(b) Appoint a nine-nenber Guaranty Pool Board,;

(c) Establish goals and objectives and provi de ot her
data as may be necessary to assist the Guaranty Pool Board
est abl i shed under subsection (2) in devel oping standards for the
progr am

(d) Performfinancial analysis of any qualified public
funds depository as needed;

(6) The Guaranty Pool Board shall consist of:

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

chosen by the State Treasurer froma list of two (2) bankers
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nom nated by the M ssissippi Bankers Associ ati on;

(b) One (1) representative of financial institutions
with assets of Three Hundred MIlion Dollars ($300, 000, 000.00) but
| ess than One Billion Dollars ($1,000, 000, 000.00) chosen by the
State Treasurer froma list of two (2) bankers nom nated by the
M ssi ssi ppi Bankers Associ ati on;

(c) One (1) representative of financial institutions
with assets of |ess than Three Hundred MIlion Dollars
($300, 000, 000. 00) chosen by the State Treasurer froma list of two
(2) bankers nom nated by the M ssissippi Bankers Associ ati on;

(d) Two (2) representatives of banks at |arge chosen by
the State Treasurer froma list of four (4) bankers nonmi nated by
the M ssissippi Bankers Associ ati on;

(e) One (1) menber chosen by the State Treasurer froma
list of two (2) supervisors nom nated by the M ssissipp
Supervi sors Associ ati on;

(f) One (1) menber chosen by the State Treasurer froma
list of two (2) nunicipal officials nom nated by the M ssissipp
Muni ci pal League; and

(g) The Conm ssioner of Banking and Consuner Finance
and the State Treasurer.

The Guaranty Pool Board shall determ ne the effective date of
t he public funds guaranty pool, which date shall be no earlier
than July 1, 2001, and so notify the State Treasurer. Al
nom nees of the M ssissippi Bankers Association shall be enpl oyed
by a financial institution that is a nmenber of the public funds
guar anty pool .

Initially, three (3) of the five (5) representatives of
financial institutions shall be appointed for a termof one (1)
year. The remai ning menbers ot her than the Conm ssioner of
Banki ng and Consunmer Finance and State Treasurer, who shall be
per manent nmenbers, shall be appointed for a termof two (2) years.

Upon expiration of these terns, nmenbers shall be appointed
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thereafter for two-year ternms. Any nenber is eligible for
reappoi ntnment and shall serve until a successor qualifies. |If a
vacancy occurs in the position of any appointed nenber, a new
menber shall be appointed in the same nmanner as the nenber's
predecessor for the remai nder of the unexpired term A nmenber of
t he board shall receive no conpensation for service on the board.

The Guaranty Pool Board shall elect a chair and vice chair
and shall al so designate a secretary who need not be a menber of
the Guaranty Pool Board. The secretary shall keep a record of the
proceedi ngs of the Guaranty Pool Board and shall be the custodi an
of all printed materials filed with or by the advisory commttee.

Not wi t hst andi ng t he exi stence of vacancies on the Guaranty Pool

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

In addition to the requirenents of subsection (4) of this
section, the Guaranty Pool Board, by a two-thirds supermajority
vote of the entire Guaranty Pool Board, may establish additional
criteria for qualification as a guaranty pool nenber, including
pronmul gating additional ratios, requiring stricter ratios than
provi ded under subsection (4), or requiring additional collateral;
however, any additional criteria shall be uniformy applied to al
partici pants, although higher collateral pledge |evels nay be
based on different financial criteria. Any reduction in
previ ously approved criteria shall |ikew se be subject to a
two-thirds supermajority vote of the entire Guaranty Pool Board.
Any additional criteria will becone effective at the quarter next
after the Guaranty Pool Board votes. The Guaranty Pool Board may
pronmul gate regulations in order to nore fully carry out its
obl i gati ons under this paragraph.

(7) A public funds guaranty pool nenber shall submt to the
State Treasurer not later than the date required to be filed with

its primary federal regul atory agency:
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(a) A copy of the quarterly Consolidated Reports of
Condi tion and Incone, and any anended reports, required by the
Federal Deposit |Insurance Act, 12 USCS Section 1811 et seq., if
the depository is a bank; or

(b) A copy of the Thrift Financial Report, and any
anended reports, required to be filed with the Ofice of Thrift
Supervision if the depository is a savings and | oan associ ati on.

(8) A public funds guaranty pool nenber may effect a
voluntary withdrawal fromthe guaranty pool by giving witten
notice to the State Treasurer. Notice of w thdrawal shall be
mai |l ed or delivered in sufficient tine to be received by the State
Treasurer at |east one hundred eighty (180) days before the
effective date of withdrawal. On the effective date of
wi t hdrawal , the guaranty pool nenber shall pledge and place on
deposit with the State Treasurer securities equal to one hundred
five percent (105% of the outstandi ng bal ances of public funds
hel d | ess the amount of funds insured by the Federal Deposit
| nsurance Cor porati on.

The contingent liability for any |oss before the effective
date of withdrawal of the depository withdrawing fromthe guaranty
pool shall continue after the effective date of the w thdrawal for
a period of six (6) nonths.

(9) A public funds guaranty pool nenber failing to neet the
requi renents for nmenbership in subsection (4) of this section or
as nodified by the Guaranty Pool Board under its authority at
subsection (6) is required to withdraw fromthe guaranty pool.

The State Treasurer shall notify the public funds guaranty pool
menber of the effective date of the withdrawal not |ess than
thirty (30) days before that such effective date. Not later than
the effective date of withdrawal, the w thdraw ng pool nenber nust
pl edge and place on deposit with the State Treasurer securities
equal to one hundred five percent (105% of the outstanding

bal ances of public funds held |l ess the anount of funds insured by
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t he Federal Deposit |nsurance Corporation or pay over those funds
to the public depositor.

The contingent liability for any |oss before the effective
date of withdrawal of the depository withdrawing fromthe guaranty
pool shall continue for a period of one (1) year after the
effective date of the w thdrawal.

SECTION 3. Section 27-105-9, M ssissippi Code of 1972, is
amended as foll ows:

27-105-9. Application for keeping state funds; pro rata
al | ocati on.

The State Treasurer shall give notice of the provisions of
this article once a nonth to each eligible bank and fi nanci al
institution in the state having an anount of state funds | ess than
t he amobunt aut horized to be allocated to the bank or financial
institution under Section 27-105-33 and this section, and shal
recei ve such applications as they or any of them nay make for the
privilege of keeping any part of public funds on fornms to be
furni shed by the Treasurer, and shall place the state funds with
the institutions applying for themif the depository application
has been duly approved by the Treasurer.

The Treasurer, when considering the various depository
applications, shall review the financial statenment of the applying
depository and becone satisfied regarding its liquidity and
capital ratio so as to assure the safety of all public funds, and
i kewi se to give the equitable apportionnent of the state funds
t hroughout the state.

State funds required for current operation, as determ ned
under Section 27-105-33, shall be deposited in one or nore demand
accounts. State funds not required for current operation, as
det erm ned under Section 27-105-33, shall be deposited in one or
nore interest-bearing accounts or tine certificates of deposit, or
ot herwi se invested under Section 27-105-33. Wen any depository

hol di ng state demand accounts receives an order fromthe Treasurer
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or his designee to transfer collected funds out of those accounts
to any interest-bearing accounts or time certificates of deposit
in the depository or any other depository under the provisions of
this chapter, the transfer shall be nade i mediately or as soon
thereafter as practicable. |If the Treasurer finds that any

depository is not transferring funds as * * * provided above, the

depository shall be disqualified fromholding or receiving any
state demand accounts for a period of tinme not to exceed one (1)
year.

All funds allocated to approved depositories under the
provi si ons of subsection (b) of Section 27-105-33 shall be
allocated to qualified depositories of the state on a pro rata
basi s determ ned as foll ows:

(a) Each qualified depository shall be assigned a
nuner at or, which shall be the sumof (i) thirty-five percent (35%
of that portion of its M ssissippi-based deposits that does not
exceed Two Hundred Fifty MIlion Dollars ($250, 000, 000.00), plus
(1i) twenty-five percent (25% of that portion of its
M ssi ssi ppi - based deposits that exceed Two Hundred Fifty MIIlion
Dol I ars ($250, 000, 000. 00) but does not exceed Five Hundred MI1ion
Dol I ars ($500, 000, 000.00), plus (iii) fifteen percent (15% of
that portion of its M ssissippi-based deposits that exceeds Five
Hundred M1 1lion Dollars ($500, 000, 000.00).

(b) Each such nunerator shall be divided by a
denom nator, which shall be the sumof (i) thirty-five percent
(359 of the first Two Hundred Fifty MIlion Dollars
($250, 000, 000. 00) or portion thereof of the M ssissippi-based
deposits of each qualified depository, plus (ii) twenty-five
percent (25% of the next Two Hundred Fifty MIlion Dollars
($250, 000, 000. 00) or portion thereof of the M ssissippi-based
deposits of each qualified depository, plus (iii) fifteen percent
(159 of the M ssissippi-based deposits of each qualified

depository in excess of Five Hundred MIlion Dollars
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($500, 000, 000. 00), being the sumof the nunerators of al
depositories. The resulting percentage shall be the pro rata
share of the depository in funds all ocated under Section
27-105-33(b).

(c) Al such conputations shall be determ ned annual ly by
Decenber 1 on the basis of the deposits held by the depositories
at deposit facilities located in the State of M ssissippi as
reported in the Federal Deposit |Insurance Corporation's Market
Share Report -- Deposits of Al FDIClnsured Institutions
Operating in Mssissippi on June 30 of each year. For the
pur poses of this section, "M ssissippi-based deposits” neans the
total deposits held at deposit facilities |located in the State of
M ssi ssi ppi on June 30 as reported annually by the Federal Deposit
| nsurance Corporation in the above-referenced report.

State funds allocated to each approved depository shall not
be nore than four percent (4% of the depository's
M ssi ssi ppi - based deposits. Interest-bearing tine certificates of
deposit and other interest-bearing deposits, either general or
speci al, made under Section 27-105-33, may be treated as not
coming within this percentage if, in the discretion of the
Treasurer, the best interest of the state can be served to
increase its earnings and decrease its expenses in the handling of
the state funds; however, any and all depositories nmust first
qgqual ify and be approved by the Treasurer to receive denand
deposits subject to withdrawal or transfer by check of the
Treasurer when properly presented and so demanded. For the
pur poses of this section, the term"paid-in and earned capital
funds"” means the sum of common stock, perpetual preferred stock,
surplus, undivided profits and capital reserves as these anounts
are or would be reflected in a Federal Deposit Insurance
Corporation (FDI C) banking institution's "Reports of Condition and
| ncone” (Call Reports), regardl ess of whether the institution is

i nsured by the FDI C
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The state depository contract shall be for one (1) year, but
may be renewed fromyear to year upon proper review and approval
of the Treasurer. Each applicant shall furnish to the Treasurer a
financial statenent sworn to by a duly elected officer, and on
such date or dates as the Treasurer nay provide.

SECTION 4. Section 27-105-13, M ssissippi Code of 1972, is
anended as follows:[LR2]

27-105-13. Conmmi ssion form

The State Depository Conm ssion shall design and stipul ate
the wording of the formof comm ssion to be issued to each and
every duly approved depository for public funds and the * * * form
of conm ssion, when so approved, shall be spread on the m nutes of
the State Depository Conm ssion showing its approval, and
the * * * formof conm ssion shall recite the terns and conditions
of the depository contract based on the | aw and the regul ati ons.
The State Depository Conmission is * * * authorized to anend
and/or rewite the formof conm ssion to be used fromtine to tine
as the need arises. The formof comm ssion, when issued to a duly
gual i fied and approved depository, shall be signed by the
Secretary of the State Depository Conmi ssion and a copy of the
approval s shall be kept for a period of three (3) years before
bei ng destroyed.

SECTION 5. Section 27-105-25, M ssissippi Code of 1972, is
anended as follows:[LR3]

27-105- 25. Failure to pay treasurer's check

(1) In the event of the failure of any public funds

depository to pay any check lawfully issued by the State of

M ssi ssi ppi _or any agency or departnent of the state or any

county, municipality or other governnental unit on any funds on

deposit belonging to the State of M ssissippi or any agency or

departnent of the state or any county, municipality or other

governnmental unit in the depository, the State Treasurer is * * *

enpowered to sell such securities as are placed with himby the
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depository, or so much of themas is necessary to cover back into

the * * * Treasury of the State of M ssissippi or any agency or

departnent of the state or any county, municipality or other

governnental unit the anount of state funds on deposit with the

depository with accrued interest thereon in excess of applicable

deposit insurance, and the sale of the securities shall be nade by

the State Treasurer at the best price that he can obtain at either
public or private sale, and in the event of the failure of the
depository to pay any * * * check when the depository has pl aced
as security surety bonds, the Treasurer shall notify the Attorney
General and that officer shall take such inmedi ate action as he
may deem nost expedient for covering back into the Treasury of the

State of M ssissippi or any agency or departnent of the state or

any county, municipality or other governnental unit all state

noney on deposit in the depository. 1n addition, the Attorney
Ceneral is authorized to enploy counsel, if necessary, to nore
speedily enforce the paynent and expense of that collection,

i ncl udi ng counsel fees, to be charged against the depository, and,
in addition thereto, the depository will be liable for danmages at
the rate of one percent (1% per nonth for any delay in paying
over any state funds when demanded, and the bond of any depository
shall be liable for those expenses and damages.

(2) If the loss to the State of M ssissippi or any agency or

departnent of the state or any county, nmunicipality or other

governnental unit (hereinafter "public depositors") of the

depository that is also a public funds guaranty pool nenber is not

covered by deposit insurance or the proceeds of the sale of

securities, the State Treasurer shall provide coverage of the

remai ni ng | oss by assessnment agai nst the other public funds

quaranty pool nenbers. The assessnent shall be determ ned by

nmul tiplying the total amount of the loss to all public depositors

by a percentage that represents the share of public fund deposits

held by the depository divided by the total public deposits held
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by all public funds quaranty pool nenbers, excluding the public

deposits of the defaulting depository, as determ ned by the State

Treasurer fromthe average of the six (6) nost recent nonth-end

reports of the public funds guaranty pool nenbers provided under

Section 27-105-6. Each public funds guaranty pool nenber shal

pay its assessnent to the State Treasurer within seven (7)

busi ness days after it receives notice of the assessnent. If a

public funds gquaranty pool nenber fails to pay its assessnent when

due, the State Treasurer shall satisfy the assessnent by selling

securities pledged by any depository failing to pay the

assessnent .

(3) The State Treasurer shall distribute the funds to the

public depositors of the public funds depository in default

according to their validated clains.

(4) Public depositors receiving paynent under the provisions

of this section shall assign to the State Treasurer any interest

t hey may have in funds that may subsequently be nade available to

the depository in default, if the depository in default or its

receiver provides funds to the State Treasurer, the State

Treasurer shall distribute the funds, plus all accrued interest

that has accunul ated fromthe investnent of the funds, if any, to

t he public funds guaranty pool nenbers that paid assessnments on

the sane pro rata basis as the assessnents were paid.

SECTION 6. Section 27-105-35, M ssissippi Code of 1972, is
anended as foll ows:[LR4]

27-105-35. Conmm ssion neetings and duties.

The State Depository Conm ssion, conposed of the Governor,
Attorney Ceneral, and State Treasurer, shall neet annually in the

mont h of February, and nore often, if necessary, on call of any

menber of the conm ssion. The conm ssion shall keep a full and
correct record of its proceedings, and is * * * authorized and
required to:

(a) Approve, upon proper application, the depositories
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for the State of Mssissippi that are qualified to receive and
hol d, subject to demand, the public funds of the state or any

subdi vi sion of the state;

(b) Approve the bonds and securities pledged by the

depositories to secure public funds deposits and to approve the

exchange or substitution of bonds and securities pledged in lieu
of the bonds and securities formerly pledged. * * * The bonds and
securities so pledged and held shall be such as are specifically

aut hori zed by law for security of public funds deposits;

(c) Approve and fix the margin of security to be

mai nt ai ned by public funds depositories, but in no instance shall

the security be less than is specifically required by |aw
(d) Approve surety bonds, issued by solvent insurance
conpani es authorized to do business in Mssissippi, filed by the

depositories to secure public funds deposits, and to approve

| awful substitutions in lieu thereof; and
(e) Approve the return and rel ease of excess bonds and
securities or surety bonds, due to the wthdrawal of public funds
fromthe depositories.
The State Treasurer nay be authorized by the conm ssion to:
(1) Receive, transfer, exchange and/or substitute
bonds and securities pledged by the depositories to secure public
funds deposits; and to accept bonds and securities pledged by the

depositories as security for public funds deposits in |lieu of any

surety bond so held by the commssion. * * * However, * * * no
bond or security shall be received or accepted as security for
public funds deposits unless specifically authorized by |aw and
the margi nal requirenents of the State Depository Conm ssion.
(ii) Return and rel ease excess bonds and
securities and/or surety bonds that are excess over the nmarginal

requi renments due to withdrawal of public funds deposits; and

(tii) Make a detailed report of all matters and

transactions relating to the depository bonds and securities at
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such tinmes and as often as nay be required by the State Depository
Comm ssi on;. exchanges and substitutions of bonds and securities
shal | not be nmade but once for each depository during any
consecutive three-nonth period, except, however, that called or
mat ured bonds and securities may be exchanged, substituted or
rel eased if marginal requirenents are maintained, at the pleasure
of the State Treasurer and the depository.

SECTION 7. Section 27-105-315, M ssissippi Code of 1972, is
amended as foll ows:[LR5]

27-105-315. Qualification as depository * * *,

(1) Any financial institution in a county, or in an
adj oining county where there is no financial institution in the
county qualifying, whose accounts are insured by the Federal

Deposit I nsurance 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 nenber 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) Notw thstanding the foregoing, any financial institution
not meeting the prescribed ratio requirenent whose accounts are
i nsured by the Federal Deposit Insurance Corporation * * * or any
successors to that insurance corporation, may receive county funds
in an anbunt not exceeding the anmount that is insured by that
i nsurance corporation and may qualify as a county depository to
t he extent of that insurance.

SECTI ON 8. Section 27-105-317, M ssissippi Code of 1972, is
amended as foll ows: [ LR6]

27-105-317. Conmm ssion of depository * * *.

A county depository nust be issued a comm ssion under Section

27-105-11 before recei pt of county deposits.
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769 SECTION 9. Section 27-105-329, M ssissippi Code of 1972, is
770 anmended as follows:[LR7]

771 27-105-329. Failure to pay county warrants * * *,
772 In the event of the failure of any county depository to pay

773 any county warrant lawfully issued on any funds on deposit
774 belonging to the county in the depository, the county is * * *

775 enpowered to order the State Treasurer to sell such securities as

776 are placed with the State Treasurer by the depository, or call on

777 the public funds guaranty pool if the depository is a nenber, or

778 so nuch of them as may be necessary to cover back into the county
779 treasury the anount of county funds on deposit with the

780 depository, with accrued interest thereon, as provided in Section

781 27-105-25. In the event of the failure of the county depository
782 to pay any warrant when the depository has placed as security

783 surety bonds, the clerk or holder of the warrant shall notify the
784 president of the board of supervisors and he shall take such

785 imredi ate action as he may deem best and nost expedient for

786 covering back into the Treasury all county noney on deposit in the
787 depository, and the board of supervisors is authorized to enpl oy
788 counsel, if necessary, to nore speedily enforce the paynent. The
789 expenses of the collection, including the counsel fee, shall be
790 charged agai nst the depository, and, in addition thereto, the

791 depository shall be |iable for danages at the rate of one percent
792 (1% per nonth for any delay in paying over any county funds when
793 lawfully demanded, and the bond of any depository shall be |iable
794 for those expenses and damages.

795 SECTI ON 10. Section 27-105-331, M ssissippi Code of 1972, is
796 anmended as follows:[LRS]

797 27-105-331. Acquisition of closed depository securities.

798 The State Treasurer, on behalf of any county in the State of

799 M ssissippi that has acquired bonds or other securities as the
800 result of the closing of the depository or depositories of the

801 county, is authorized and enpowered in his discretion to sell,
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trade, refinance or agree to the refinancing of any or all of
t hose bonds now held or owned by it and by any subdivision or

taxing district of the county. The State Treasurer is further

aut hori zed and enpowered, in his discretion, in refinancing any of
t hose bonds, to agree to a reduction of the principal sum and
likewi se to agree to a reduction of the interest rate thereon.

The State Treasurer is authorized and enpowered, in his

di scretion, to sell any of those bonds at or for the best price
obt ai nable, or to trade those bonds for other bonds, when in the

judgnment of the State Treasurer the best interests of the county

woul d be advanced thereby, and he is further authorized to handle
and negotiate any matured interest coupons on any of those bonds

in the sane manner as he is authorized in this section to deal

wi th the bonds.
Al'l of the proceeds of the sale, refinancing, trading, or
col l ection of any of those bonds shall be accounted for by the

State Treasurer and placed to the credit of the subdivisions or

funds of the counties entitled to those proceeds.

SECTION 11. Section 27-105-333, M ssissippi Code of 1972, is
anended as foll ows:[LR9]

27-105-333. Alternative nethod of selecting depositories.

In any county in this state where no depository or
depositories were selected and qualified, as provided by |law, on
or before the first Monday of January 1932, or in which the
depository or depositories are not selected and qualified annually
thereafter on or before the first Monday in January, the board of
supervisors of the county shall, at the January neeting of the
board or any regular neeting or special neeting thereafter called
for that purpose, select and designate a depository or
depositories into which the tax collector or tax collectors of the
county shall deposit all tax collections and ot her public funds
collected after the first Monday in January 1932, when coll ected,

and in which the sane shall thereafter be distributed, at the tine
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and in the manner as now required by law, to the several funds or
accounts in which the same properly bel ong, as provided by |aw
her ei n.

Any depository so selected by the board of supervisors shal
be within the State of M ssissippi and may hol d the deposits at
such rate of interest as nay be agreed upon with the board of
supervisors or, in the discretion of the board of supervisors,
without liability for interest unless it is required to be paid
under the provisions of Section 27-105-303, but the * * *
depository shall secure the * * * deposits by pledging with the

State Treasurer such securities in such amounts and upon such

conditions as are now required by | aw of depositories that qualify
as such by bidding for them

SECTI ON 12. Section 27-105-349, M ssissippi Code of 1972, is
anended as follows:[LR10]

27-105-349. County wi thdrawal of bonds pl edged or filed as

security.

The State Treasurer is authorized and enpowered * * * to

al l ow county depositories of county funds or county district funds
of every kind and character to w thdraw any bonds pl edged or filed
or deposited as security for those deposits:

(a) Wen in the opinion of the State Treasurer the

deposits beconme reduced to such an extent as to justify the
wi t hdr awal ;

(b) O to withdraw any such bonds or corporate surety
bonds, and substitute in lieu thereof other bonds or corporate
surety bonds, as the case may be.

* * * Al such bonds shall be such as are authorized by | aw
to be pledged or filed as security for those deposits, or if a
corporate surety bond, it nust be nade by a surety conpany

aut horized to do business in this state; and in addition, all such

deposits shall be fully secured and covered as required by Section

27-105-5.
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SECTI ON 13. Section 27-105-353, M ssissippi Code of 1972, is
anended as follows:[LR11]

27-105-353. * * * Method of sel ecting nunici pal

deposi tories.

The board of mayor and al dernen or other nunici pal
authorities of each and every city, town or village in the state
are * * * required to select a depository in the manner provi ded
by law for the selection of county depositories. Before being
sel ected, a depository nust be certified by the State Treasurer as

neeting the capital ratio requirenment specified in Section

27-105-5 or 27-105-6. An institution shall not be a qualified
depository and shall not receive any nunicipal funds unless its
rati o has been certified annually by the State Treasurer as
nmeeting the prescribed requirenent. Notw thstanding the
foregoing, any financial institution not neeting the prescribed
rati o requi rement whose accounts are insured by the Federal
Deposit I nsurance Corporation or * * * or any successors to that

i nsurance corporation may receive nunicipal funds in an anmount not

exceedi ng the amount that is insured by that insurance corporation
and may qualify as a nunicipal depository to the extent of that
I nsur ance.

SECTI ON 14. Section 27-105-355, M ssissippi Code of 1972, is
anmended as follows:[LR12]

27-105-355. Security on bond.

Each depository shall enter into bond, or deposit securities

with the State Treasurer as required of county depositories; the

bond or security to be approved by the State Treasurer.

SECTI ON 15. Section 27-105-359, M ssissippi Code of 1972, is
anended as follows:[LR13]

27-105-359. Municipal wthdrawal of bonds pl edged or filed

as security.

The State Treasurer is authorized and enpowered * * * to

al I ow muni ci pal depositories of nunicipal funds of every kind and
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character to wi thdraw any bonds, including corporate surety bonds,
pl edged or filed or deposited as security for those deposits:

(a) Wen in the opinion of the State Treasurer the

deposits becone reduced to such an extent as to justify the
wi t hdr awal ;

(b) O to withdraw any such bonds or corporate surety
bonds, and substitute in lieu thereof other bonds or corporate
surety bonds, as the case may be.

* * * Al such bonds shall be such as are authorized by | aw
to be pledged or filed as security for those deposits, or if a
corporate surety bond, it nust be nade by a surety conpany

aut horized to do business in this state; and in addition, that al

such deposits shall be fully secured and covered as required by

Section 27-105-5.

SECTION 16. Section 27-105-319, which provides the form of
the comm ssion for a county depository, is repeal ed.

SECTION 17. This act shall take effect and be in force from
and after July 1, 2001, except that Section 2 of this act shal
take effect and be in force fromand after the passage of this

act .
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