AN ACT Relating to authorizing the creation of a state bank;

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF [STATE]:

Sec. 1. FINDINGS
The legislature finds that access to capital is vitally important for the health, security, and well-being of all individuals and businesses in our state. They are the economic drivers that help [state]’s commerce run smoothly. The lack of accessible capital, as currently experienced due to the economic downturn, is exacerbating the economic hardships being faced by working families and businesses.

The legislature further finds that it can best direct economic development policy initiatives in a responsive and efficient manner by creating a state bank.

The mission of the state bank of [state] is to promote agriculture, education, community development, economic development, commerce, and industry in [state]. In this role, the bank acts as a funding resource in partnership with other financial institutions, economic development groups, and guaranty agencies.

Accuracy of financial reporting and compliance with all applicable laws and regulations is an integral part of the state bank of [state]’s overall risk management strategy.

It is the intent of the legislature that all state funds and funds of state institutions are deposited at the state bank of [state] and are guaranteed by the state. Other deposits may be accepted from any private or public source.

Sec. 2. DEFINITIONS
For the purposes of this Act,

1. “Advisory board” or “board” means the board of the state bank of [state].

2. “Department” means the department of financial institutions.

3. “Director” means the director of financial institutions.

4. “Mutual fund” means a diversified mutual fund registered with the federal Securities and Exchange Commission and which is managed by an investment advisor with assets under management of at least five hundred million dollars.

5. “President” means the president of the state bank of [state].

6. “State bank of [state]” or “bank” refers to the state-owned financial institution.

7. “State-chartered bank” means any corporation organized under the laws of this state engaged in banking, other than a trust company, savings association, or a mutual savings bank. It does not include the state bank of [state].

8. “State moneys” means all moneys or funds belonging to or in the custody of the state under the control of the state treasurer shall be considered as state moneys or funds.

9. “Substantial interest” means any investment, loan, ownership interest, credit, or stock in any business or entity. It does not include a mutual fund unless the interest is at least ten percent of the value of the mutual fund.

10. “Treasurer” means the treasurer of the state of [state].

Sec. 3. 
1. The state bank of [state] is created. 

2. The treasurer may deposit state moneys in the bank.

3. All state funds and funds of all state penal, educational, and industrial institutions must be deposited in the bank. All income earned by the bank for its own account on state moneys that are deposited in or invested with the bank to the credit of the state must be credited to and become a part of the revenues and income of the bank.

Sec. 4. 
1. The bank may make loans subject to the limitations in this chapter and any rules adopted by the treasurer.

2. The bank has the ability to charge the same terms for a loan or extension of credit as a state-chartered bank and to exercise any other power or authority permissible to a state-chartered bank under [applicable state financial statute]. 

3. The bank may invest state moneys in any manner that ensures appropriate cash management. The bank may not make a loan to any board member, the president, or any officer of the bank.

4. The bank may also:

a. Buy and sell federal funds;

b. Lease, assign, sell, exchange, transfer, convey, grant, pledge, or mortgage all real and personal property, title to which has been acquired in any manner;

c. Acquire real or personal property or property rights by purchase, lease, or, the exercise of the right of eminent domain and may construct, remodel, and repair buildings;

d. Receive deposits from any source and deposit its funds in any bank or other financial institution;

e. Perform all acts and do all things necessary, advisable, or desirable to carry out the powers expressly granted or necessarily implied in this section through or by means of its president, officers, agents, or employees or by contracts with any person, firm, or corporation; and

f. Purchase mortgage loans on residential real property originated by financial institutions.

Sec. 5. 
1. The board consists of eleven voting members. 

a. The treasurer is a voting member and is the chair of the board. 

b. Ten members are appointed by the governor. 

i. At least three members must be representatives from banks chartered in the state. 

ii. At least three members must be residents of the state who are not employed by, serve on the board of directors of, or have a substantial ownership interest in any financial institution. 

iii. The director is an ex officio member.

2. The term of a board member is four years. 

a. Three of the original board members must be appointed to serve an initial term of four years.

b. Two must be appointed to serve an initial term of three years, two must be appointed to serve an initial term of two years, and 

c. The two remaining members must be appointed to serve a one-year initial term. 

3. All subsequent terms are for four years. A board member may be removed for cause by the governor.

4. Each person serving on the board or any subcommittee of the board and each officer and employee of the bank must be indemnified by the bank against all costs and expenses actually and necessarily incurred by him, her, or it in connection with the defense of any action, suit, or proceeding in which he, she, or it is made a party by reason of his, her, or its being or having been a member of the board, or a member or officer or employee, except in relation to matters as to which he, she, or it has been judged in such action, suit, or proceeding to be liable by reason of willful misconduct in the performance of his, her, or its duties as a member of the board, or member, officer, or employee. This indemnification is not exclusive of other rights as to which the member, officer, or employee may be entitled as a matter of law.

5. Members of the board may be reimbursed by the bank for actual and necessary expenses incurred to attend meetings.

Sec. 6. 
The board must:

a. Meet regularly with the management of the bank to review the bank's operations;

b. Make recommendations to the treasurer relating to improved management performance, better customer service, and overall improvement in internal methods, procedures, and operating policies of the bank;

c. Make recommendations relating to the establishment of additional objectives for the operation of the bank; and

d. Make recommendations to the treasurer concerning the appointment of officers of the bank.

Sec. 7. 
The treasurer must appoint a president and may appoint other officers. [The treasurer may remove the president and any officer for any reason.]

Sec. 8.
The director may examine the state bank in the same manner as a state-chartered financial institution under [applicable bank statute]. The bank must pay the director for the costs of an examination.

Sec. 9. 
1. By December 1st of each year, the treasurer must make an annual report to the legislature on the affairs of the bank. The report may include any recommendations that would improve the affairs of the bank.

2.
a. Under [applicable bank and financial statutes] certain state bank business records, treasurer's records, and department of financial institutions records relating to the state bank are exempt from public disclosure.

b. Financial and commercial information and records submitted to either the department or the treasurer for the purpose of administering this chapter may be shared between the department and the treasurer. They may also be used, if required, in any suit or administrative hearing involving any provision of this chapter.

c. This subsection does not prohibit:

i. The issuance of general statements based upon the reports of persons subject to this chapter as long as the statements do not identify the information furnished by any person; or

ii. The publication by the director or the treasurer of the name of any person violating this chapter and a statement of the manner of the violation by that person.

Sec. 10. 
The treasurer may adopt any rules necessary to implement this act, including but not limited to rules regarding:

a. Objectives of the bank;

b. Criteria for evaluating a loan;

c. Individual and aggregate lending limits for one borrower; and

d. Eligibility for borrowing.

Sec. 11. 
1. The bank is exempt from payment of all fees and all taxes levied by the state or any of its subdivisions.

2. All deposits in the bank are guaranteed by the state. Such deposits are exempt from state, county, and municipal taxes of any and all kinds.

Sec. 12. 
1. Certain financial, commercial, and proprietary information is exempt from disclosure under this Act [as determined by the state’s bank or financial statutes].

2. Certain information relating to insurance and financial institutions is exempt from disclosure under this Act [as determined by the state’s bank or financial statutes].

3. Financial and commercial information and records supplied by businesses or individuals during application for loans or program services by financial institutions and local agencies are not subject to public disclosure.

Sec. 13. 
1. The state auditor shall contract with an independent certified public accounting firm for an annual audit of the bank accordance with generally accepted government auditing standards. 

2. The state auditor shall audit annually or contract for an annual audit of the separate programs and funds administered by the bank. On request of the state auditor, the industrial commission shall assist the state auditor in the auditing firm selection process, but the selection of the auditing firm is the state auditor's responsibility. The auditor selected shall prepare an audit report that includes financial statements presented in accordance with the audit and accounting guide for banks and savings institutions issued by the American institute of certified public accountants. The auditor also shall prepare audited financial statements for inclusion in the comprehensive annual financial report for the state. 

3. The state auditor may conduct performance audits of the bank, including the separate programs and funds administered by the Bank. 

4. The auditor shall report the results of the audit to the industrial commission and to the legislature.

5. The bank or its separate programs and funds shall pay the costs of the audit.

6. The department of finance, through the commissioner, shall examine the bank at least once each twenty-four months and conduct any investigation of the bank which may be necessary. 

7. The commissioner shall report the examination results, and the results of any necessary investigation, to the industrial commission as soon as practicable and to the legislature.

8. The department of finance shall charge a fee for any examination or investigation at an hourly rate to be set by the commissioner, sufficient to cover all reasonable expenses of the department associated with the examinations and investigations provided for by this section.

Sec 14.
1. Immediately following the close of each calendar month, the state treasurer shall prepare a report as to the state of the general fund, the bank, and every other fund under his or her control itemized as to:

a. The amount in the fund at the close of business at the end of the preceding month;

b. The amount of revenue deposited or transferred to the credit of each fund during the  current month;

c. The amount of withdrawals or transfers from each fund during the current month; and

d. The amount on hand in each fund at the close of business at the end of the current month. One copy of each report shall be provided promptly to those requesting them so long as the supply lasts.

Sec. 15. 
If any provision of this act or its application to any person or circumstance is held invalid, the remainder of the act or the application of the provision to other persons or circumstances is not affected.

Sec. 16. 
This Act shall take effect upon passage.
