Stricken language would be deleted from present law. Underlined language would be added to present law.

State of Arkansas

81st General Assembly A BI”
Regular Session, 1997
By: Representative Maddox
For An Act To Be Entitled

" STATE TREASURY MANAGEMENT LAW "

Subtitle
" STATE TREASURY MANAGEMENT LAW "

HOUSE BILL 2139

BE I T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS:

Section 1. Title 19, Chapter 3 of the Arkansas Code is anended by

addi ng an additional subchapter to read as follows:

"Subchapter 5

State Treasury Managenent Law

19-3-501. Title.

Thi s subchapter nay be referred to and cited as the "State Treasury

Managenent Law. "

19-3-502. Definitions.

As used in this subchapter, unless the context otherw se requires:

(1) "Fund" neans a specifically naned account in the State Treasury, to

whi ch, as provided by |aw, npbneys are credited upon receipt thereof and

charged upon wi thdrawal therefrom

(2) "Gross fund balance,” with respect to a parti cul

ar nanmed fund, neans

the bal ance at any time standing to the credit of that fund;

(3) "Net fund balance," with respect to a particul ar

naned fund, neans

its gross fund bal ance | ess the total ampunt of unredeened warrants drawn on

the State Treasurer against the same fund,

(4) "G oss federal fund bal ances," "gross trust fund bal ances," or

"gross state fund bal ances,” with respect to a particul ar

maj or

group, neans
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the aggregate total ampunt of the gross fund bal ances at any time standing to

the credit of all funds of that particular group

(5) "Net federal fund bal ances," "net trust fund bal ances," or "net

state fund bal ances,” with respect to a particular nmajor group, neans the

aggregate total ampunt of the gross fund bal ances at any tinme standing to the

credit of all funds of that particular group, less the total anopunt of

unr edeened warrants drawn on the State Treasurer against all funds of the sane

gr oup;

(6) "Gross Treasury fund bal ances" nmeans the aggregate total anmount of

the bal ances standing to the credit of all funds on the records of the State

Treasurer;

(7) "Net Treasury fund bal ances" nmeans gross Treasury fund bal ances,

|l ess the total ampunt of all unredeenmed warrants drawn on the State Treasurer

(8) "Cash Account" neans the account in the State Treasury consisting of

all cash in the hands of the State Treasurer and on deposit in the name of the

State Treasurer in depository banks;

(9) "Securities Account" means the account in the State Treasury

consisting of all securities held by the State Treasurer through its

i nvestment of gross state fund bal ances;

(10) "Trust Deposit Account" neans the account in the State Treasury

consisting of all, but only, certificates of deposit acquired by the State

Treasurer for and in behalf of the several retirement systens and other trust

accounts;

(11) "Certificate of Deposit Account" means the account in the State

Treasury consisting of all, but only, certificates of deposit acquired by the

State Treasurer through the State Treasurerds Certificate of Deposit

I nvest nent Program

(12) "Safekeeping Account"” neans the account in the State Treasury

consisting of all securities received by the State Treasurer fromthe

adm ni strators of the several state retirenment systenms and other trust

accounts;

(13) "Bank" nmeans a state bank, or a national bank or an out-of-state

state-chartered bank which has received a certificate of authority under 23-

48-1001; provided that such termshall also include any foreign bank organi zed

under the laws of a territory of the United States, Puerto Rico, Guam

Aneri can Sanpa or the Virgin Islands, the deposits of which are insured by the

0310971357.jmb248



© 00 N O 0o b~ W N B

W W W W WWWNNDNDNNDNDNNNNDNR R R B B B B B R e
o OO M W N P O © ® N O 0 M W N P O © ® N O O M W N B O

HB 2139

Federal Deposit | nsurance Corporation,;

(14) Savings and | oan associ ati on" neans a corporation carrying on the

busi ness of a savings and | oan association or a building and | oan associ ati on

under a charter issued by this state, or any federal savings association or

federal savings bank which is chartered under federal |aw;

(15) "Hone state" neans:

(A) Wth respect to a state-chartered bank, the state by which

the bank is chartered,;

(B) Wth respect to a national bank, the state in which the nmain

office of the bank is | ocated;

(C) Wth respect to a foreign bank, the state deternined to be
the honme state of such foreign bank under 12 U.S. C. 8 3103(c);

(16) "Host state" neans a state, other than the hone state of a bank

in which the bank maintains, or seeks to establish and maintain a branch

(17) "Min banking office" or "main office" with respect to a bank

means the mai n banking office designated or provided for in the articles of

i ncorporation of a state bank, and the main office designated or provided for

in the articles of association of a national bank, at such identified |ocation

as shall have been or as hereafter may be approved by the Conmi ssioner, in the

case of a state bank, or by the appropriate federal regulatory agency, in the

case of a national bank;

(18) "Qut of state bank" nmeans a bank whose home state is any state

ot her than Arkansas;

(19) "State bank" neans (a) a corporation created pursuant to either

Act 113 of the Arkansas General Assenbly of 1913 or Act 179 of the Arkansas

Ceneral Assenmbly of 1969 (or pursuant to any predecessor or successor act or

acts of either of the foregoing) and existing and authorized under the | aws of

this state on May 30, 1997, to engage in a general comercial banking

busi ness; and (b) a corporation organi zed under the provisions of Act 89 of

1997 and aut hori zed thereunder to engage in a general commercial banking

busi ness;

(20) "Registered out-of-state bank" nmeans an out-of-state bank which

has a certificate of authority pursuant to the terns of Subchapter 10, Chapter

48, Title 23 of Arkansas Code Annotated (6 23-48-1001 et seq.);

(21) "National bank" means a national banki ng associ ati on organi zed

pursuant to 12 U.S. C. 8 21-215b;
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(22) "Capital base" neans the sumof its capital stock, surplus,

undi vi ded profits, plus any additions and | ess any subtractions which the

Commi ssi oner may by regul ati on prescri be;

(23) "Conmissioner" shall mean the Arkansas State Bank Commi ssi oner

(24) The terns "institution (institutions)" and "depository

(depositories)" shall mean a bank or savings and | oan association as defined
in 19-3-502 (12) and (13).

(25) The terns "Treasurer of State" and "State Treasurer" shall nean

the elected office of the Treasurer of the State of Arkansas.

19- 3-503. Conposition of gross Treasury fund bal ances.

Gross Treasury fund bal ances shall consist of the Cash Account, the

Securities Account, the Trust Deposit account, the Certificate of Deposit

Account, and ot her accounts as deened necessary; that is, the aggregate total

anount of cash in the hands of the State Treasurer and on deposit in the name

of the State Treasurer in bank depositories plus the principal anpunt of al

securities held in the Securities Account.

19-3-504. Record and report of summary financial transactions.

(a)(1) The several funds shall be separately listed on the records of

the State Treasurer under their respective major group headings, and, with

respect to each fund, each group, and all groups, the records shall reflect,

each day:

(A) Summary financial transactions for the day and cunul ati ve sumary

financial transactions for the current fiscal year. These sunmaries shal

i nclude a statenent of receipts, both direct and by transfer, a statenment of

di sburserments, both by warrant redenption and by transfer, and the anpunt of

uncol | ected checks |l egally charged off;

(B) The credit balance therein at the close of business; and

(C The conposition of gross Treasury fund bal ances.

(2) Additionally, the records shall reflect, in summary form the total

pri nci pal anpunt of securities held in trust in the State Treasurer's

Saf ekeepi ng Account for each of the several retirement systens and ot her trust

funds or accounts.

(3) The enuneration in this subsection shall not be construed as a

limtation of the itens of summary financial information which nay be included
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in any such record, nor shall this requirenent be so construed as to excl ude

such other primary and such subsidiary and auxiliary records as may be

required by law, or as the State Treasurer shall determine to keep, or as nay

be required of the State Treasurer by the Chief Fiscal Oficer of the state in

the performance of his duties.

(b)(1) A daily and a nonthly report copy of the record of the summary

financial transactions shall be prepared by the State Treasurer and be

available to the Chief Fiscal Oficer of the state.

(2) The report copy, and the record of the summary financi al

transactions fromwhich it was prepared, shall be open to public inspection

during normal business hours.

19- 3-505. Disposition of noneys received by State Treasurer

(a) The State Treasurer shall issue receipts to the respective

depositors of noneys in the State Treasury. On the day of the receipt thereof,

or as soon thereafter as may be done, the noneys shall be credited to the

particular funds entitled thereto, as provided for by |aw.

(b)(1) After credit to the respective funds, the noneys shall be

commingled with all other nobneys in the hands of the State Treasurer, and as

soon as may be done after the receipt thereof, the noneys shall be deposited

i n bank depositories to the credit of the account of the State Treasurer, or

i nvested as prescribed in this subchapter

(2) Nothing in this subsection shall be so construed as to prohibit the

State Treasurer from keeping cash in the State Treasurer's office in such

reasonabl e amounts as shall be necessary for the transaction of the day-to-day

busi ness of the office with persons and firms other than bank depositories.

19- 3-506. Custodi an of various accounts.

(a) The State Treasurer shall be custodian of all securities at any tinme

held in the Securities Account and, as custodi an, shall be charged with their

care. All such securities shall be recorded at cost.

(b) The State Treasurer shall be custodian of all certificates of

deposit which are at any tinme held in the Trust Deposit Account and, as

cust odi an, shall be charged with their care. All certificates of deposit shal

be recorded at cost and segregated under appropriate titles so as to reflect

the total principal amunt of the certificates at any tine held for each of
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the several trust accounts.

(c) The State Treasurer shall be custodian of all securities at any tinme

hel d in the Safekeeping Account and, as custodi an, shall be charged with their

saf ekeepi ng. However, control of the disposition thereof shall, at all tinmes,

be vested in the respective adm nistrators of the several trust accounts for

whom t he securities are held. All such securities shall be recorded at their

par val ue and segregated under appropriate titles so as to reflect the total

princi pal anpunt of securities at any tine held for each of the trust

accounts.

19- 3-507. Bank depositories generally.

(a)(1) Subject to the conditions and limtations provided in 19-3-508 -

19-3-517, any bank or savings and | oan association as outlined in 19-3-502

(12) and (13) may be desighated as a depository of State Treasury noneys.

(2) The State Treasurer, as custodian of such funds, shall be guided by

these provisions in the handling and saf eguardi ng of such funds any other |aw

to the contrary notwithstanding.

(b) Nothing contained in 19-3-508 - 19-3-517 shall be so construed as to

require any institution to act as a depository of State Treasury funds.

However, the acceptance of a deposit of State Treasury funds by any

institution shall carry with it the obligation of the institution to observe

all of the provisions of 19-3-508 - 19-3-517 which are applicable to eligible

depositories.

19- 3-508. Deposits in ineligible institutions.

(a) The State Treasurer may not deposit any State Treasury funds in any

i nstitution not considered eligible to be a depository under 19-3-507 unl ess

deposits in such institutions are required to be nade by other |aw or by

resolution of a state board or conmi ssion duly adopted pursuant to the

authority and requi rement of other | aw.

(b) Nothing in this prohibition shall be applicable to funds set aside

in the State Treasury and i mmedi ately required by out-of-state paying agents

for the specific purpose of neeting the debt service requirenents of the

direct general obligation bonds of the State of Arkansas outstandi ng at any

time.
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19- 3-509. Maxi mum anmount of deposits.

The maxi mum amount of State Treasury funds which are held in

certificates of deposit of any depository and in demand deposit accounts

toget her shall not exceed an ampunt equal to the total anpunt of the capita

base of that depository.

19- 3-510. Types of accounts for deposits.

(a) Al State Treasury funds deposited in depository institutions shal

be credited to accounts in the nanme of the State Treasurer. All accounts which

the Treasurer shall establish in any or all depository institutions nmay be

deternmined by the Treasurer as either demand deposit accounts, certificates

of deposit, or other accounts as deenmed necessary.

(b) The certificate of deposit account in each such depository shal

consi st of state funds as deposited under the State Treasurerds Certificate

of Deposit Investnment Program and trust funds deposited for various trust

f unds.

(c) The demand deposit account in each such depository shall be of such

anpunt subject to 19-3-209 as determ ned by the Treasurer and shall consi st

of :

(1) Al federal funds, as defined in 19-6-101 et seq.

(2) Trust funds to the extent that such funds are not invested in

securities and certificates of deposit; and

(3) State funds to the extent that such funds are not invested in

securities

(d) No treasury funds may be deposited in any depository except under

the ternms of a witten agreenent entered into between the Treasurer and the

depository, the essential elenments of which agreenent shall be conformable to,

or not inconsistent with, applicable state and federal |aw and regul ati ons

promul gat ed t her eunder.

19-3-511. Term of deposit - Interest.

(a)(1)Interest to be paid on certificates of deposit invested through

the State TreasurerHs Certificate of Deposit |nvestnment Program shall be at a

rate fixed by the State Board of Finance at a neeting duly called and held

precedi ng the beginning date of the termof the certificate of deposit.

(2) The State Treasurer and each depository shall enter into an
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agreenent establishing the termor renewal termof the certificate of deposit

whi ch shall be set by the State Board of Finance.

(3) Notice of the date and tine of the holding of the neeting shall be

given by the secretary of the board with publication of a notice of the

nmeeting in a newspaper of statewide circulation not less than five (5) days,

nor nore than fifteen (15) days, in advance of the neeting date.

(A) At each such neeting, any person desiring to be heard shall be

gi ven the opportunity to express his views on any matter under consideration

by the board,

(B) The board shall give due consideration to all such views, together

with such other and additional views as may be expressed by its nmenbers, which

it deens to be relevant. Thereafter, at the nmeeting, the board shall fix the

rate of interest to be paid by depositories during the next termand direct

its secretary to certify the anpunt thereof to the State Treasurer

19-3-512. Estimate of deposits not needed for operations.

(a) The State Treasurer, in conjunction with the Chief Fiscal Oficer

of the State, shall detern ne what anpunt of state funds will be available in

the next period that may be placed by the State Board of Finance into the

State Treasurerds Certificate of Deposit |nvestment Program as provided in

19-3-519 during the next period. Interest shall be paid on these deposits as

provided in 19-3-511

(b) The State Treasurer, acting mnisterially, shall have the authority

to take such action and do such things as shall be necessary to acconplish the

expressed purposes and intent of this section.

19-3-513. Interest inconme on deposits.

(a) Interest fromtime to tinme due by each depository on denand deposit

accounts and certificates of deposit shall be paid and transmtted on each due

date to and in the manner authorized and prescribed by the Treasurer of State.

(b) Al such interest inconme shall be classified as trust fund inconeg,

and the net ampunt thereof shall be credited to the Securities Reserve Fund.

19-3-514. List of deposits.

(a) On or before the tenth day followi ng the end of each cal endar

quarter-year, the State Treasurer shall prepare a list of all depositories and
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the ampbunts of State Treasury funds on tinme deposit and on demand deposit in

each such depository on the | ast day of business of the quarter-year

(b) This list shall be mmintained for public inspection at the

Treasurer's office.

19- 3-515. Charges on deposits.

(a) The Treasurer of State, acting mnisterially, shall have the

authority to enter into an agreement with any financial institution handling

state funds to pay processing fees for handling such funds if it is deened to

be in the best interest of the State of Arkansas.

(b) I'n the absence of such an agreenment, no depository of State Treasury

funds shall nake any charge for the handling of funds, and any cl ai m based

upon any such charge or purported charge shall be void.

19- 3-516. Di scontinuance as bank depository.

(a) Any depository which shall refuse to cash upon presentation, any

state warrant of five hundred dollars ($500) or less which is drawn on the

State Treasurer, or any bank check of five hundred dollars ($500) or |ess

whi ch has been issued by a state agency when the check or warrant has been

presented for paynent within thirty (30) days of the date of issuance by the

payee naned therein, shall immediately be discontinued as a depository of

State Treasury funds and, for a period of tinme to be deternmined by the State

Board of Finance, shall be ineligible for reinstatement as such a depository.

(b) Nothing in this section shall be so construed as to deprive any such

depository fromtaking such reasonable tine as it may require to nmake proper

i dentification of the persons and signatures of payees naned in such warrants

or checks, or to indemify any such depository for any | osses which it may

sustain by reason of its cashing any of the warrants or checks for persons

ot her than the payees naned therein.

19-3-517. Effect of proper deposits.

The deposit of State Treasury funds in accordance with the provisions of

19-3-507 - 19-3-516 shall relieve the State Treasurer and the surety on the

treasurer's bond of any and all liability for the |loss of such funds by reason

of the default or insolvency of any bank depository of State Treasury funds.
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19-3-518. Investnments in securities and bank certificates of deposit.

(a) TRUST FUNDS. (1) In addition to securities of the character

eligible under the laws of this state for the investnment of the several trust

funds on the records of the Treasurer of State, certificates of deposit of

banks and savi ngs and | oan associ ations shall be eligible for the investnent

of such funds.

(2)(A) The adnministrators of each state retirenment system and of other

trust accounts shall, fromtine to tine, review the fl ow of npbneys through the

trust fund in the State Treasury over which that administrator shall have

control, all for the purpose of estimating the ampunts of such noneys as my

be surplus to the i nmedi ate requirements of such account as provided for by

| aw.

(B)(i) After taking into consideration any proposal for the inmediate

i nvest ment of such funds in securities, and to the extent of the amunt of any

estimated surplus which shall exist, the adnministrator shall certify to the

Treasurer of State the ampunt thereof and the period of tine during which such

anount shall not be required. The Treasurer of State shall invest the amunt

so certified in certificates of deposit issued by eligible banks and savi ngs

and | oan associations . |f the Treasurer of State is unable to place the

certified anmount in certificates of deposit, then the remai nder may be pl aced

in securities with the adni nistratords approval

(ii) Moneys required for each such purchase shall be withdrawn fromthe

Cash Account and paid over to the institution issuing the certificate, and the

princi pal anpunt of the certificate shall be credited to the Trust Deposit

Account .

(iii) The certificates of deposit shall be secured to such extent and in

such manner as may be provided by | aw and ot herwi se as the Treasurer of State

shall require

(iv)(a) Interest on such bank certificates of deposit shall be paid at

such rates as the State Treasurer shall prescribe.

(b) All interest incone derived fromthe certificates of deposit or

other investnents shall be credited as trust fund income to the account of the

trust fund used in maki ng such purchase.

(3) At all tines, the Securities Reserve Fund shall be maintained on

dermand deposit in depository banks, and nothing contained in this subsection

shall be applicable to such fund.
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(b) STATE FUNDS. (1) The State Board of Finance may direct that a

portion of state funds be invested in certificates of deposit in the State

Treasurerds Certificate of Deposit Investment Programas provided in 19-3-

519. The remining portion nay be invested in certificates of deposit, in

securities as outlined in A C.A ¢ 23-47-401 without limitation or as approved

in the Treasurer of State investnent policy, and in obligations of

corporations organi zed under the provisions of the Arkansas Devel opnent

Fi nance Corporation Act, 15-4-901 et seq., and issued thereunder to the

extent of forty mllion dollars ($40,000,000), according to the guidelines

established in the Treasurer of State investnent policy as approved by the

State Board of Finance.

(2) (A) Moneys required for each such purchase shall be withdrawn from

the Cash Account and paid over to the seller of the securities, and the cost

of the securities shall be credited to the Securities Account.

(B) The proceeds of the sale or redenption of securities at any tine

wi t hdrawn fromthe Securities Account shall be deposited in the Cash Account

in the State Treasury.

(C© In all purchases, sales, and redenptions of securities, as provided

in this subsection, discounts and prem uns shall be credited or charged, as

the case may be, to the Securities Reserve Fund. All such di scounts and

prem uns which are increments and all interest received on securities at any

time held in the Securities Account shall be classified as trust fund i ncone

and credited to the Securities Reserve Fund by the Treasurer of State.

(3) Al purchases and sales by the State Treasurer may be in the open

mar ket upon recei pt of not less than two (2) quotation bids, or as defined in

the Treasurer of State investnent policy as approved by the Board. However,

the board nmay subscribe for any such obligations which are offered by the

United States Treasury Departnent. Any such obligations at any time held by

the board nay be exchanged for other such obligations in instances where an

exchange privil ege has been extended by the United States Treasury Departnment.

(4) Al obligations of any corporation organi zed under Arkansas

Devel opment Fi nance Corporation Act, 15-4-901 et seq., purchased as authorized

in this section shall bear a maturity date not to exceed ten (10) years and

shall be purchased at par pursuant to an annual commitment to the corporation

under such conditions as may be determ ned by the State Board of Finance.

Prior to the purchase of any obligations by the corporation, there shall be
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furni shed to the board, without cost to it, the opinion of |egal counse

acceptable to the board approving the validity of the issue and reciting that,

in the opinion of the counsel, the obligations to be purchased by the board

are the duly authorized, legally binding obligations of the corporation and

speci fying the security therefor as to which any lien or pledge has been

cr eat ed.

(5) Al or any part of the bonds of |ocal industrial devel opnent

corporations, authorized and i ssued under the provisions of the Arkansas

I ndustrial Devel opnent Act, 15-4-101 et seq., and all or any part of the bonds

of nunicipalities and counties, authorized and issued under the provisions of

the Municipalities and Counties |Industrial Devel opment Revenue Bond Law, 14-

164- 201 et seq., and all or any part of the obligations of devel opment finance

corporations authorized and i ssued under the provisions of the Arkansas

Devel oprment Fi nance Corporation Act, 15-4-901 et seq., at any tinme held in the

Securities Account in the State Treasury, nmay be sold by the State Board of

Fi nance at public sale or at private sale, as the board shall deternine.

However, in any private sale, the sales price of the bonds or obligations

shall not be | ess than the anpunt paid therefor

(6) The State Board of Finance provides mnisterial authority to the

Treasurer of State to take whatever action becones necessary in regard to

securities held in the Securities Account to provide the requisite anpunt of

cash necessary in demand deposit accounts to carry out the business of the

State or to correct any nmiscal cul ati ons whi ch have ari sen.

(7) No purchase, exchange, or receipt of obligations by the State Board

of Finance shall ever be construed as a cancellation of the obligations so

pur chased, exchanged, or received. Al such obligations shall be held in trust

for the use and benefit of the various state funds used in such purchases,

this trust being subject only to the right of the board to sell or exchange

such obligations whenever, in its opinion, the best interest of the state nay

be served.

(8)(A) The State Board of Finance shall neet as called to eval uate,

di scuss, review, and authorize the deposit and investnent of State Treasury

funds to be nade during the period before the next neeting of the board.

(B) The deposit and investnment of such funds and the purchase and sal e

of perm ssible securities nay be made at any tine by the Treasurer of State

under the guidelines in the Treasurer of State Investnent Policy reviewed and
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approved by the State Board of Finance.

(99(A)In order to increase investnment inconme with miniml risk, the

State Treasurer may | oan securities held in the Securities Account, but only

if, at the tine the loan is executed, at |east 102% of the full market val ue

of the security loaned is collateralized by cash or securities guaranteed by

the United States Governnment or an agency thereof.

(B) At all times during the termof the loan, the collateral shall be

equal to not |less than 100% of the full market value cal cul ated on the total

val ue of all securities on | oan.

(C) For purposes of this section, the value of the collateral shall be

deternmined on a daily basis.

(c) FEDERAL FUNDS. The State Board of Finance is authorized to invest

federal funds, as defined by 19-6-101 et seq., the sane as state funds are

aut hori zed by subsection (b) of this section. The proceeds of such investnents

shall be used for the sane purpose as that authorized for other npneys

accruing to the benefit of the Securities Reserve Fund as authorized by 19-3-

521.

19-3-519. State Treasury Certificate of Deposit |Investnent Program

(a) Fromtinme to time the State Board of Finance sets aside an anmpunt

to be invested in 180 day or |longer certificates of deposit. Hereinafter,

this will be referred to as the State Treasury Certificate of Deposit

I nvest nent Program

(b) Participating institutions shall be institutions choosing to

participate in the Programas follows:

(1) National banks which have their principal office in Arkansas

or are legally operating branches in Arkansas.

(2) Banks chartered in the State of Arkansas.

(3) Banks chartered by other states which are legally operating

branches in Arkansas.

(4) Savings and | oan associ ati ons or savi ngs banks chartered by

the United States which have their principal office in Arkansas or are legally

operating branches in Arkansas.

(5) Savings and | oan associ ations chartered by the State of

Ar kansas.

(c) Institutions which have their principal office in Arkansas shal
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designate a representative at the principal office responsible for transacting

busi ness with the State Treasurer. Institutions which do not have their

princi pal office in Arkansas shall designate a principal branch and a

representative at the principal branch responsible for transacting busi ness

with the State Treasurer

(d) Semi-annually, or as required by the State Board of Finance, each

participating institution shall conpute and report to the State Treasurer its

JArkansas deposits=, ¥Arkansas |oans>=, the loan to deposit ratio for Arkansas

| oans and deposits, and its capital base. Each participating institution

shall report to the State Board of Finance information required by themto

deternmine the institutionds suitability for State Treasury deposits.

(1) "Arkansas | oans" neans the sum of:

(A) Loans nade to individual borrowers residing in the

State of Arkansas.

(B) Loans nmde to corporations or other legal entities

doi ng busi ness in Arkansas for which an address within Arkansas is used for

transacti ng busi ness.

(C) Bonds issued or |l oans nmade to the State of Arkansas or

its instrunmentalities.

(D) Bonds issued or | oans nmade to political subdivisions of

the State of Arkansas.

(E) Bonds issued by Arkansas corporations.

(2) "Arkansas deposits" neans deposits received by banks and

credited to accounts whose account hol ders have as their principal place of

busi ness or pernanent home addresses in Arkansas.

(e) The State Board of Finance shall promul gate regul ati ons

establishing the mininmumcapital requirenments for any institution wishing to

recei ve deposits fromthe State Treasurer

(f) The Treasurer of State shall establish procedures to be revi ewed

and approved by the State Board of Fi nance establishing guidelines for the

deposit and allocation of certificates of deposit anpng participating

institutions.

(1) The deposit of funds shall be allocated between participating

i nstitutions such that institutions enunmerated in 19-3-519 (b) (1) (2) and (3)

make up one group, hereinafter referred to as the bank group, and institutions

enunerated in 19-3-519 (b) (4) and (5) nake up the other group, hereinafter
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referred to as the savings and | oan group

(2) Funds shall be allocated between the two groups in a

proportion to be set as needed by the State Board of Finance for an equitable

al |l ocati on using each groupHs aggregate Arkansas deposits as a base for the

al |l ocati on.

(3) The allocation anong individual participating institutions

shall be prorated on the basis of their Arkansas | oans and Arkansas deposits

in each respective group provided that the State Board of Finance may

promul gate regul ati ons establishing a threshold | oan to deposit ratio

pr ef erence.

(4) In the event that institutions in the savings and | oan group

do not accept for investnent all of the pro rata part of these funds, then the

excess shall be offered pro rata to institutions in the bank group

Conversely, if institutions in the bank group do not accept all of their pro

rata share of the funds, then the excess shall be offered pro rata to the

savi ngs and | oan group

(5) To the extent that funds cannot be placed with any

institution in either group, these funds may be invested as ot herw se

aut hori zed by 19-3-518.

(g) Interest on funds invested under this section shall be paid by

participating institutions at such rates as the State Board of Finance shall,

fromtinme to time, prescribe. However, these rates shall not exceed the

maxi mumrate, if any, that banks are pernmitted to pay on tine certificate of

deposits for the sanme period of tinme by regulations of the Federal Reserve

System or the Federal Deposit |nsurance Corporation.

(h) Mneys required for each such purchase shall be withdrawn fromthe

Cash Account and paid over to the issuer of the certificate of deposit, and

the principal amount of the certificate shall be credited to the Certificate

of Deposit account.

(i) The certificates of deposit shall be secured to such extent and in

such manner as may be provided by | aw and ot herwi se as the Treasurer of State

may require.

19-3-520. M ni num bal ance to be mai ntai ned.

Since it is the intent of the General Assenbly of the State of Arkansas

that the Treasurer of the State of Arkansas have sufficient cash avail abl e at
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all times to redeemany and all state warrants presented for paynent, the

State Board of Finance is authorized and directed to i medi ately sel

securities in the manner prescribed in 19-3-518(b) whenever the cash bal ance

mai nt ai ned on demand deposit in bank depositories falls bel ow excl udi ng trust

funds. the anpunt necessary to neet operating requirenments, excluding trust

f unds.

19-3-521. Securities Reserve Fund.

(a)(1) In addition to the several purposes for which the Securities

Reserve Fund may be used, as provided in this subchapter, the fund shall be

used to absorb any | osses in:

(A) Relation to securities at any tine held in the Securities

Account in the State Treasury; and

(B) The State Treasurer's account in bank depositories;

(2) The balance in that fund shall always be avail able for such

pur poses. However, noneys in this fund in excess of one hundred thousand

dollars ($100,000) shall, at all tines, be available to the Chief Fisca

O ficer of the state for transfer to the State Budget -Revolving Fund, there

to be used as provided by |aw.

(b) I'n the event any |l oss shall be sustained in relation to securities

held at any tinme in the Securities Account or in the State Treasurer's account

in any bank depository, and the credit balance in the Securities Reserve Fund

shall be insufficient to absorb the loss, the Chief Fiscal Oficer of the

state shall cause a transfer of noneys to be nade fromthe State Budget

Revol ving Fund to the Securities Reserve Fund of such ampunt as shall, when

added to the credit balance in the Securities Reserve Fund, equal the amount

of any loss, it being the explicit intention of the General Assenbly in the

enactnment of this provision that no | oss shall be sustai ned by any account,

the funds of which were used in making such investnents and deposits.

(c) On a quarterly basis, interest earned on federal funds received

under the State and Local Fiscal Assistance Act of 1972 shall be transferred

at the direction of the Chief Fiscal Oficer fromthe Securities Reserve Fund

to the federal funds established for the purpose of holding these noneys in

trust. Interest to be transferred shall be a pro rata share of total earned

i nterest based on the proportion of the average daily bal ances of the total

federal funds established for the purpose of holding the State and Loca
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Fi scal Assistance Act noneys in trust to the average daily bal ances of al

State Treasury investnents.

19-3-522. Servicing state debt.

(a) Unless otherwi se specifically provided for by |law, the Secretary of

the State Board of Finance shall be disbursing officer of appropriations nade

for neeting the debt service requirenents of the direct general obligation

bonds of this state at any tinme outstanding.

(b) The term "debt service requirenents," as used in this section, neans

the maturing principal of, interest on, and payi ng agents' fees in connection

with the paynment of the bonds. The Secretary of the State Board of Finance

shall, without fail, cause notice of the call to be published not |ess than

thirty (30) days before the first date upon which such bonds may be call ed,

with publication to be by one (1) insertion in a newspaper published in each

of the cities of Little Rock, Arkansas; St. Louis, Mssouri; and in a

fi nanci al newspaper published in the Borough of Manhattan, City of New York,

State of New York."

SECTION 2. Al provisions of this act of a general and permanent nature
are anendatory to the Arkansas Code of 1987 Annotated, and the Arkansas Code

Revi si on Comni ssi on shall incorporate the sane in the Code.

SECTION 3. Severability.

If any provision or clause of this act or application thereof to any
person or circunstance is held invalid, such invalidity shall not affect other
provi sions or applications of this act which can be given effect w thout the
invalid provisions or application, and to this end the provisions of this act

are declared to be severabl e.

SECTI ON 4. Repeal er
(a) Chapter 3, subchapters 2 and 3 of Title 19 of the Arkansas Code of

1987 are hereby repealed in their entirety.
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(b) Al other laws and parts of laws in conflict with this act are

her eby repeal ed.

SECTION 5. Energency Cl ause.
It is hereby found and determ ned by the General Assenbly that the

Ri egl e-Neal Interstate Banking and Branching Efficiency Act of 1994 becones

effective on June 1, 1997 and that this act should beconme effective prior to

the effective date of the Riegle-Neal |Interstate Banki ng and Branchi ng

Efficiency Act of 1994. Also, Act 89 of 1997 enabling the Arkansas Banki ng
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Code and the conpanion bill, Senate Bill 359 amendi ng the Arkansas Banki ng

Code to opt in interstate branching go into effect May 31, 1997. Ther ef or e,

an enmergency is declared to exist and this act being i medi ately necessary for

the preservation of the public peace, health, and safety shall be in ful

force and effect fromand after May 31, 1997.
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