HCS SCS SB 270 -- DUTIES OF THE STATE TREASURER AND THE LI NKED
DEPCSI T PROGRAM

SPONSOR:  Scott (Richard)

COMM TTEE ACTION: Voted "do pass" by the Commttee on Financi al
Institutions by a vote of 17 to O.

This substitute changes the | aws regarding the duties of the
State Treasurer and the Linked Deposit Program In its main
provi sions, the substitute:

(1) Defines the ternms “market rate,” “unencunbered,” and “well
capitalized”

(2) Changes the definition of “eligible agribusiness” and
“eligible beginning farnmer”;

(3) Adds the definition of “eligible facility borrower” which is
a borrower qualified for a reduced rate |inked deposit |oan;

(4) Specifies that any witten contract between the State
Treasurer and a depositary of state funds is limted to five
years or less. Wen investing state funds, due consideration
will be given to the benefits to the econony and the wel fare of
the people of Mssouri and to the aggregate return in earnings
and taxes on the deposits;

(5 Alows the State Treasurer to include as acceptable
securities for state deposits nortgage securities, including
qualified individual |oans secured by deeds of trust on
residential, commercial, or farmreal estate. These |oans
underwitten and offered by financial institutions will conform
Wi th standards established by the State Treasurer and the Federal
Honme Loan Bank of Des Mdines, lowa. Al financial institutions
pl edgi ng securities will report nonthly to the State Treasurer
ensuring that they neet collateral requirenents. Acceptable
securities also include notes, bonds, debentures fromfarm or
agricultural credit banks, and any investnent in which the State
Treasurer may invest. These two additions are not authorized for
political subdivisions;

(6) Allows the State Treasurer to enter into agreenments with
private entities to provide services relating to his or her
duti es;

(7) Raises from$360 mllion to $720 mllion the anobunt that the
State Treasurer may invest of aggregate deposits for |inked
deposits to eligible farm ng operati ons, agribusinesses,

begi nning farmers, and |livestock operations; doubles the current

i ndi vi dual anmounts which can be invested in |inked deposits; and
removes | anguage that limts the State Treasurer’s ability to



comm ngl e all ocations anong the types of |inked deposits;

(8 Alows the State Treasurer to determ ne the dollar anount of
deposits made to certain eligible agribusinesses. Beginning
August 28, 2005, lending institutions will give consideration to
eligible borrowers who have not previously received Iinked
deposits; however, nothing prohibits a lending institution from
maki ng a |linked deposit loan to any entity that has previously
recei ved a |inked deposit;

(9) Authorizes the State Treasurer to place |linked deposits with
a lending institution at certain bel ownmarket rates, but not
below 1% A good faith effort will be made to place | oans with
eligible mnority- or fermal e-owned entities. Al |inked deposit
rates are determned by the State Treasurer. The deposit
agreenment will specify that the original deposit plus renewals
wi Il not exceed five years. The lending institution nust repay
the State Treasurer any |inked deposit principal received from
the borrower in the previous year. |If the |inked deposit is tied
to arevolving line of credit agreenent, it wll be excluded from
t he repaynent provisions of this section;

(10) Prohibits the State Treasurer frominvesting in any new
| i nked deposit with any new eligible facility borrower after
January 1, 2020;

(11) Creates two new categories of eligible facility borrowers
that can participate in the |linked deposit program The new
categories are a devel opnent facility which produces goods
derived froman agricultural commodity or product and a renewabl e
fuel production facility which produces an energy source derived
froma renewabl e donestically grown organi c conpound capabl e of
poweri ng machi nery;

(12) Renobves Section 30.247, RSMb, which requires any bank
account with an average daily bal ance of $10,000 or nore to be
obt ai ned t hrough an open and conpetitive bid process; and

(13) Creates the State Treasurer’s Ceneral Operations Fund to be
used for the operational expenses of the State Treasurer. The
State Treasurer will determne daily the interest earned from
investnments of all state funds. Costs incurred by the State
Treasurer for admnistration of these funds wll be deducted from
this interest and deposited into the operations fund.

The substitute contains an energency cl ause.

FI SCAL NOTE: Estinmated |Incone on General Revenue of $979,934 in
FY 2006, FY 2007, and FY 2008. Estimated Cost on Other State
Funds of $979,934 in FY 2006, FY 2007, and FY 2008.

PROPONENTS: Supporters say that the bill will help econonm c



devel opment in the state by creating jobs and increasing revenues
and incone. Mre individuals will be eligible for these |oans.
Because of low interest rates in the past few years, banks have
not been willing to provide these |owcost |loans. The bill wll
help fix that problem Both rural and urban econom es of the
state will benefit, especially small businesses. This program

wi Il not affect state funds because the | oans are backed with at

| east 100% col | ateral, and the banks underwite these |oans as

t hey do any other type of | oan.

Testifying for the bill were Senator Scott; Ofice of the State
Treasurer; M ssouri Bankers Association; Mssouri Credit Union
System Departnent of Agriculture; and Farm Credit Services of
M ssouri .

OPPONENTS: There was no opposition voiced to the committee.

Marc Webb, Legislative Anal yst



