Potential Legal Objections to State Sponsored Banks
· Objection:  Full faith and credit clauses
Ex:  ND, WA
“The Washington State Constitution provides that “the credit of the state shall not, in any manner be given or loaned to, or in aid of, any individual, association, company or corporation.” Washington Const., Art.  8, Sec. 5.

Response: The state constitution of North Dakota also has such a provision; however, its Supreme Court found that running a state bank does not impair the credit of the state.
Response #2:  The Bank of North Dakota was funded out of the proceeds of a $2,000,000 special bond issuance.   Other state banks could be funded with a one time issuance, and then left to sink or swim so that the state’s “full faith and credit” of the state will not be put at risk.

· Objection:  Public Purpose Clauses 
Ex:  HI, NH, ND
“ No tax shall be levied or appropriation of public money or property made, nor shall the public credit be used, directly or indirectly, except for a public purpose.  No grant shall be made in violation of Section 4 of Article I of this constitution.  No grant of public money or property shall be made except pursuant to standards provided by law.”

Response:  The North Dakota Supreme Court dealt with this issue as well, and held that it would not second guess a state legislature’s judgment of whether the bank served a public purpose.  Courts in other states would probably hold similarly.

· Objection:  Clauses restricting states from forming corporations or “transacting business”
Ex:  MI, ME	
--“Corporations shall not be formed by special law, but be subject to general laws of this State…”
--“The state shall not subscribe to, nor be interested in the stock of any company, association, or corporation… “ 

Response:  North Dakota’s bank was not formed as a corporation, but as an arm of the state.  That meant that the legislature did not have to buy stock or take an interest in any corporation.   Also, even though some states’ constitutions say that corporations cannot be formed by special law, they usually can be done with a 2/3 vote of the legislature.
