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Florida Senate - 2014 CS for SB 564

By the Committee on Banking and Insurance; and Senator Richter

597-01764-14 2014564cl

A bill to be entitled
An act relating to security for public deposits;
amending s. 280.02, F.S.; revising definitions;
amending s. 280.03, F.S.; clarifying provisions
relating to public deposits that are exempt from state
security requirements; amending s. 280.04, F.S.;
lowering the collateral-pledging level for public
deposits; amending s. 280.05, F.S.; conforming
provisions to changes made by the act; amending s.
280.051, F.S.; updating terms; repealing s. 280.071,
F.S., relating to the qualified public depository
oversight board; amending s. 280.085, F.S.; providing
that a notice of the default or insolvency of a
qualified public depository is not required if the
Florida public deposits are acquired by a bank,
savings bank, or savings association; amending s.
280.10, F.S.; providing that a bank, savings bank, or
savings association that is not a gqualified public
depository and acquires Florida public deposits is
subject to certain requirements; amending s. 280.11,
F.S.; conforming provisions to changes made by the
act; amending s. 280.16, F.S.; deleting obsolete
provisions; revising provisions relating to required
reports and forms; amending s. 280.17, F.S.; deleting
obsolete provisions; deleting a provision requiring
public depositories to request confirmation
information from qualified public depositories by a
certain date; providing that a protection from loss is

effective when a public depositor does not comply with
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certain provisions under specified circumstances;

providing an effective date.

Be It Enacted by the Legislature of the State of Florida:

Section 1. Section 280.02, Florida Statutes, is reordered
and amended to read:

280.02 Definitions.—As used in this chapter, the term:

(1) “Affiliate” means an entity that is related through a
parent corporation’s controlling interest. The term also
includes a amy financial institution holding company or a a®y
subsidiary or service corporation of such holding company.

(2) “Alternative participation agreement” means an
agreement of restrictions that a qualified public depository
completes as an alternative to immediately withdrawing from the
public deposits program due to financial condition.

(3) “Average daily balance” means the average daily balance
of public deposits held during the reported month. The average
daily balance shall must be determined by totaling, by account,
the daily balances held by the depositor and £her dividing the
total by the number of calendar days in the month. Deposit
insurance is then deducted from each account balance and the
resulting amounts are totaled to obtain the average daily
balance.

(4) “Average monthly balance” means the average monthly

balance of public deposits held—bkeforededuecting depostt
inasuvraneer by the depository during any 12 calendar months. The
average monthly balance of the previous 12 calendar months shall

mast be determined by adding the average daily balance before
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deduetingdeposit—insurance for the reported month and the

average daily balances beforededueting deposit—insuranee for
the 11 months preceding that month and dividing the total by 12.

(5) “Book-entry form” means that securities are not
represented by a paper certificate but represented by an account
entry on the records of a depository trust clearing system or,
in the case of United States Government securities, a Federal
Reserve Bank.

(26) 46> “Tangible equity capital” “Capitat—aecount” means

total equity capital, as defined on the balance-sheet portion of

the Consolidated Reports of Condition and Income or ~call

reporty—er—the TFhrift Finaneiat Report, less intangible assets,

as submitted to the regulatory banking authority.

(7) “Collateral-pledging level+” fer—egualtified pubiie

depesiteriesy means the percentage of collateral required to be

pledged by a qualified public depository as provided under = s.
280.04 by —ea—firmaneial—dnstitution.

(8) “Current month” means the month immediately following

the month for which the monthly report is due from qualified
public depositories.

(9) “Custodian” means the Chief Financial Officer or a any
bank, savings association, or trust company that:

(a) Is organized and existing under the laws of this state,
any other state, or the United States;

(b) Has executed all forms required under this chapter or
any rule adopted hereunder;

(c) Agrees to be subject to the jurisdiction of the courts
of this state, or of the courts of the United States which are

located within this state, for the purpose of any litigation
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arising out of this chapter; and

(d) Has been approved by the Chief Financial Officer to act
as a custodian.

(10) “Default or insolvency” includes, without limitation,
the failure or refusal of a qualified public depository to pay a
arny check or warrant drawn upon sufficient and collected funds
by a any public depositor or to return a amy deposit on demand
or at maturity together with interest as agreed; the issuance of
an order by a amy supervisory authority restraining such
depository from making payments of deposit liabilities; or the

appointment of a receiver for such depository.

[EY

1)4+2)r “Eligible collateral” means securities, Federal

Home Loan Bank letters of credit, and cash, as designated in s.
280.13.

(12)4+39> “Financial institution” means, including, but not
limited to, an association, bank, brokerage firm, credit union,
industrial savings bank, savings and loan association, trust
company, or other type of financial institution organized under
the laws of this state or any other state of the United States
and doing business in this state or any other state, in the
general nature of the business conducted by banks and savings
associations.

(13) 434> “Governmental unit” means the state or any county,

school district, community college district, state university,

special district, metropolitan government, or municipality,
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including any agency, board, bureau, commission, and institution
of any of such entities, or any court.

(14)+4+5)» “Loss to public depositors” means loss of all
principal and all interest or other earnings on the principal
accrued or accruing as of the date the qualified public
depository was declared in default or insolvent.

(15)++6)» “Market value” means the value of collateral
calculated pursuant to s. 280.04.

(16)43++H “Operating subsidiary” means the qualified public

depository’s 100 percent 180-pereent owned corporation that has

ownership of pledged collateral. The operating subsidiary may
not have mre powers beyond those that its parent qualified public
depository may itself exercise. The use of an operating
subsidiary is at the discretion of the qualified public
depository and must meet the Chief Financial Officer’s

requirements.

\\ - 4

PP =P [ v [ I £+ B P VU U,

O Qu.LC\jL«lu.L\J..Lll\j T _Llll—C\j.L_Ll—_y A\ - T tJL«lLJ_L_L\.z \J.CtJUQ_L ey tJ.L\J\j.Lulll (@ yaw
razant oo 4 IS I - £ leca ~ccnccmeanta +hooaaa b
tJJ_CVCllL__Lll\j T T o O T T O CITOITT A\ - [ SR ) O o T OooITTTTITITO l—LJ..L\JL«l\jLJ.
P L P el o P I I e+ +
L_)L./L/LJ.J.\A.L/LJ_\A.L), t/U_L_L\./_L\./L), (Y wLw § T O O UM I TOT T 1T OO [ S N (€7 SA N U B W B ) ey LS
Jal NP = n B NP R, [ e W = = A

[ N N N N [ S N N iy @ R A [ iy @ R 11 A\

(17)4+5%) “Pledged collateral” means securities or cash held
separately and distinctly by an eligible custodian for the
benefit of the Chief Financial Officer to be used as security
for Florida public deposits. This includes maturity and call
proceeds.

(18)426) “Pledgor” means the qualified public depository

and, if one is used, operating subsidiary.

Page 5 of 18

CODING: Words strieken are deletions; words underlined are additions.




146
147
148
149
150
151
152
153
154
155
156
157
158
159
160
161
162
163
164
165
166
167
168
169
170
171
172
173
174

Florida Senate - 2014 CS for SB 564

597-017064-14 2014564cl
(19)421)> “Pool figure” means the total average monthly

balances of public deposits held by all gualified public

depositories during the immediately preceding 12-month period.
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(20) 423> “Public deposit” means the moneys of a
governmental unit the stateor of any state university—ecountys
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4 4 4

4 4 4

foregoing—or—of anyeourts and includes the moneys of all

county officers, including constitutional officers, which £hat

are placed on deposit in a bank, savings bank, or savings

association amrd—Ffer—whichfthe bank;—savingsbank—eor —savings
asseociation—is—reguired—tomaintainreserves. This includes, but

is not limited to, time deposit accounts, demand deposit
accounts, and nonnegotiable certificates of deposit. Moneys in
deposit notes and in other nondeposit accounts such as
repurchase or reverse repurchase operations are not public
deposits. Securities, mutual funds, and similar types of

investments are not eensidered public deposits and are shaltt not

be subject to £he—previsiens—ef this chapter.

(21)+424) “Public depositor” means the official custodian of
funds for a governmental unit who is responsible for handling
public deposits.

(22) 425> “Public deposits program” means the Florida

Security for Public Deposits Act contained in this chapter and

any rule adopted under this chapter.
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(23)426)> “Qualified public depository” means a any bank,
savings bank, or savings association that:
(a) Is organized and exists under the laws of the United
States ory the laws of this state or any other state or
territory of the United States.
(b) Has its principal place of business in this state or
has a branch office in this state which is authorized under the
laws of this state or of the United States to receive deposits
in this state.

(c) Has deposit insurance pursuant to uwrder—+the provision
of the Federal Deposit Insurance Act, as amended, 12 U.S.C. ss.

1811 et seq.

(d) Has procedures and practices for accurate
identification, classification, reporting, and collateralization
of public deposits.

(e) Meets all the requirements of this chapter.

(f) Has been designated by the Chief Financial Officer as a
qualified public depository.

(24) 42+ “Reported month” means the month for which a
monthly report is due from qualified public depositories.

(25) 428> “Required collateral” of a qualified public
depository means eligible collateral having a market value equal
to or in excess of the amount required under pursuvant—te s.
280.04.

(6) 429> “Chief Financial Officer’s custody” is a collateral
arrangement governed by a contract between a designated Chief
Financial Officer’s custodian and the Chief Financial Officer.
This arrangement requires that collateral £ be in the Chief

Financial Officer’s name in order to perfect the security
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interest.

(27)436) “Triggering events” are events set out in s.
280.041 which give the Chief Financial Officer the right to:

(a) Instruct the custodian to transfer securities pledged,
interest payments, and other proceeds of pledged collateral not
previously credited to the pledgor.

(b) Demand payment under letters of credit.

Section 2. Paragraph (e) of subsection (3) of section
280.03, Florida Statutes, is amended to read:

280.03 Public deposits to be secured; prohibitions;
exemptions.—

(3) The following are exempt from the requirements of, and
protection under, this chapter:

(e) Public deposits that whieh are fully secured pursuant

to a collateral requirement under federal regulations.

Section 3. Subsections (1) and (2) of section 280.04,
Florida Statutes, are amended to read:
280.04 Collateral for public deposits; general provisions.—

(1) The Chief Financial Officer shall determine the

collateral requirements and collateral-pledging eellaterat

predging level for each qualified public depository following

procedures established by rule. These procedures must shatd

include numerical parameters for 25 percent, 50 percent, 110

qr

percent, and 150 percent 2Z25—pereent;—S0—perecent;—325—pereents

ard—200—pereent pledge levels based on nationally recognized
financial rating services information and established financial
performance guidelines.

(2) A qualified public depository may not accept or retain

any public deposit whieh—3s required to be secured unless it
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deposits has—deposited with the Chief Financial Officer eligible
collateral at least equal to the greater of:

(a) The average daily balance of public deposits which &hat

does not exceed the lesser of its tangible equity capital

aeecournt or 20 percent of the pool figure multiplied by the
depository’s collateral-pledging level, plus the greater of:
1. One hundred ten £wernty—fiwve percent of the average daily

balance of public deposits in excess of its tangible equity

capital aeeewnts; or

2. One hundred ten &wenty—five percent of the average daily
balance of public deposits in excess of 20 percent of the pool
figure.

(b) Twenty-five percent of the average monthly balance of
public deposits.

(c) One hundred ten Ewenty—five percent of the average

daily balance of public deposits if the qualified public
depository:

1. Has been established for less than 3 years;

2. Has experienced material decreases in its tangible
equity capital aeeeuwnts; or

3. Has an overall financial condition that is materially
deteriorating.

(d) One Fwe hundred fifty percent of an established maximum
amount of public deposits which £hat has been mutually agreed
upon by and between the Chief Financial Officer and the
qualified public depository.

(e) Minimum required collateral of $100,000.

(f) An amount as required in special instructions from the

Chief Financial Officer to protect the integrity of the public
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Section 4. Subsections

280.05,

(1),
Florida Statutes,

(2),

are amended to read:
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2014564cl

and (16) of section

(3),

280.05 Powers and duties of the Chief Financial Officer.—In

fulfilling the requirements of this act,

the Chief Financial

Officer has the power to take the following actions he or she

deems necessary to protect the integrity of the public deposits

program:

(1
7
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(13)43+6> Require the filing of the following reports, which

the Chief Financial Officer shall process as provided:

(a)

schedules.

Qualified public depository monthly reports and

The Chief Financial Officer shall review the reports

of each qualified public depository for material changes in

tangible equity capital aeeeuwrnts or changes in name,

type of institution;

address, or

record the average daily balances of public
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291 deposits held; and monitor the collateral-pledging levels and
292 required collateral.
293 (b) Quarterly regulatory reports from qualified public
294| depositories. The Chief Financial Officer shall analyze
295| qualified public depositories ranked in the lowest category
296| based on established financial condition criteria.
297 (c) Qualified public depository annual reports and public
298| depositor annual reports. The Chief Financial Officer shall
299| compare public deposit information reported by qualified public
300| depositories and public depositors. Such comparison shall be
301 conducted for qualified public depositories that whieh are
302 ranked in the lowest category based on established financial
303 condition criteria of record on September 30. Additional
304 comparison processes may be performed as public deposits program
305 resources permit.
306 (d) Any related documents, reports, records, or other
307 information deemed necessary by the Chief Financial Officer in
308 order to ascertain compliance with this chapter.
309 Section 5. Subsections (2), (6), and (12) of section
310 280.051, Florida Statutes, are amended to read:
311 280.051 Grounds for suspension or disqualification of a
312 qualified public depository.—A qualified public depository may
313| be suspended or disqualified or both if the Chief Financial
314 Officer determines that the qualified public depository has:
315 (2) Submitted reports containing inaccurate or incomplete
316| information regarding public deposits or collateral for such

317 deposits, tangible equity capital @eeewrts, or the calculation

318 of required collateral.

319 (6) Failed to furnish the Chief Financial Officer with
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320| prompt and accurate information, or failed to allow inspection
321 and verification of any information, dealing with public

322| deposits or dealing with the exact status of its tangible equity

323| capital aeeeunts, or amny other financial information that the
324| Chief Financial Officer deems determines necessary to verify

325 compliance with this chapter or any rule adopted pursuant to
326 this chapter.

327 (12) Failed to execute or have the custodian execute a

328 collateral control publie—depositeory—pledge agreement before
329| prier—+e using a custodian.

330 Section 6. Section 280.071, Florida Statutes, is repealed.
331 Section 7. Section 280.085, Florida Statutes, is amended to
332 read:

333 280.085 Notice to claimants.—

334 (1) Upon determining the default or insolvency of a

335 qualified public depository, the Chief Financial Officer shall
336| notify, by first-class mail, all public depositors that have

337 complied with s. 280.17 of such default or insolvency. The

338| notice must shadit direct all public depositors having claims or
339| demands against the Public Deposits Trust Fund occasioned by the
340 default or insolvency to file their claims with the Chief

341 Financial Officer within 30 days after the date of the notice.
342 (a)42> A Ne claim against the Public Deposits Trust Fund 1is
343| binding on the fund only if uwnmltess presented within 30 days

344 after the date of the notice.

345 (b) The notice is not required if the default or insolvency

346 is resolved in a manner whereby all Florida public deposits are

347 acquired by a bank, savings bank, or savings association.

348 (2)43> This section does not affect any proceeding to:
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(a) Enforce any real property mortgage, chattel mortgage,
security interest, or other lien on property of a qualified
public depository that is in default or insolvency; or

(b) Establish liability of a qualified public depository
that is in default or insolvency to the limits of any federal or
other casualty insurance protection.

Section 8. Present subsections (3) through (6) of section
280.10, Florida Statutes, are redesignated as subsections (4)
through (7), respectively, and a new subsection (3) 1is added to
that section, to read:

280.10 Effect of merger, acquisition, or consolidation;
change of name or address.—

(3) If the default or insolvency of a qualified public

depository results in the acquisition of all or part of its

Florida public deposits by a bank, savings bank, or savings

association that is not a qualified public depository, such

bank, savings bank, or savings association is subject to

subsection (1).

Section 9. Subsection (3) of section 280.11, Florida

Statutes, is amended to read:

280.11 Withdrawal from public deposits program; return of
pledged collateral.—

(3) A gualified public depository that whieh 1s required to

withdraw from the public deposits program pursuant to s.

280.05(17) may s+—286-065b}r—shat}t not receive or retain

public deposits after the effective date of withdrawal. The
contingent liability, required collateral, and reporting
requirements of the withdrawing depository shall continue until

the effective date of withdrawal. The effective date of
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withdrawal means the date set out as such in a notice of

withdrawal or +{order of discontinuance} from the Chief Financial
Officer which is shallt—be mailed to the qualified public
depository by registered or certified mail. Penalties incurred
because of withdrawal from the public deposits program are shai+
be the responsibility of the withdrawing depository.

Section 10. Subsection (1) of section 280.16, Florida
Statutes, i1s amended to read:

280.16 Requirements of qualified public depositories;
confidentiality.—

(1) In addition to any other requirements specified in this
chapter, qualified public depositories shall:

(a) Take the following actions for each public deposit
account:

1. Identify the account as a “Florida public deposit” on
the deposit account record with the name of the public depositor
or provide a unique code for the account for such designation.

2. When the form prescribed by the Chief Financial Officer
for acknowledgment of receipt of each public deposit account is
presented to the gqualified public depository by the public
depositor opening an account, the qualified public depository
shall execute and return the completed form to the public
depositor.

3. When the acknowledgment of receipt form is presented to
the qualified public depository by the public depositor due to a
change of account name, account number, or qualified public
depository name on an existing public deposit account, the
qualified public depository shall execute and return the

completed form to the public depositor within 45 calendar days
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after such presentation.
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(b) Within 15 days after the end of each calendar month, or
when requested by the Chief Financial Officer, submit to the

Chief Financial Officer a written report, under oath, indicating

the average daily balance of all public deposits held by it
a detailed

during the reported month, required collateral,

schedule of all securities pledged as collateral, selected
financial information, and any other information #£hat the Chief

Financial Officer deems determimes necessary to administer this

chapter.

(c) Provide to each public depositor annually by—amet—dater
£han October 30+ the following information on all open accounts
identified as a “Florida public deposit” for that public
depositor as of September 30, to be used for confirmation
purposes: the federal employer identification number of the
qualified public depository, the name on the deposit account
record, the federal employer identification number on the

deposit account record, and the account number, account type,
and actual account balance on deposit. Any discrepancy found in
the confirmation process must shaltt be reconciled before
November 30.

(d) Submit to the Chief Financial Officer annually by—saet

tater—than November 30+ a report of all public deposits held for
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the credit of all public depositors at the close of business on
September 30. Such annual report must shadd consist of public
deposit information in a report format prescribed by the Chief
Financial Officer. The manner of required filing may be as a

signed writing or electronic data transmission, at the

discretion of the Chief Financial Officer.

Section 11. Subsections (2), (5), and (8) of section
280.17, Florida Statutes, are amended to read:

280.17 Requirements for public depositors; notice to public
depositors and governmental units; loss of protection.—In
addition to any other requirement specified in this chapter,

public depositors shall comply with the following:

(2) Begianping—Joty—3++—3988—Fach publtie depeositer—shaltlt
take—thefollowingactions For each public deposit account, the

public depositor shall:

(a) Ensure that the name of the public depositor is on the
account or certificate or other form provided to the public
depositor by the qualified public depository in a manner

sufficient to identify that the account is a Florida public
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deposit.

(b) Execute a form prescribed by the Chief Financial
Officer for identification of each public deposit account and
obtain acknowledgment of receipt on the form from the qualified
public depository at the time of opening the account. Such
public deposit identification and acknowledgment form shall be

replaced with a current form as required in subsection (3). &

A EIE R TR + 1 e f Taq1 | 1009 miteat oy
Tt T T o7 (>

ing—PbeforeJuly 15

(c) Maintain the current public deposit identification and
acknowledgment form as a valuable record. Such form is mandatory
for filing a claim with the Chief Financial Officer upon the
default or insolvency of a qualified public depository.

(5) Each public depositor shall eenfirm annually confirm
that public deposit information as of the close of business on
September 30 has been provided by each qualified public
depository and is in agreement with public depositor records.
Such confirmation must shald include the federal employer
identification number of the qualified public depository, the
name on the deposit account record, the federal employer
identification number on the deposit account record, and the

account number, account type, and actual account balance on
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o—reeceive—suvehinformations Any discrepancy found in the

confirmation process must shaltd be resolved reeermeiled before

November 30.

(8) If a public depositor does not comply with this section
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494| with respect to em each public deposit account, the protection

495 from loss provided under 4m s. 280.18 is not effective as to

496| that public deposit account. However, if a public depositor

497| fails to present the form prescribed by the Chief Financial

498| Officer for identifying public deposit accounts, the protection

499 from loss provided under s. 280.18 is effective if the Chief

500 Financial Officer determines that the defaulting depository has

501 classified, reported, and collateralized the account as public

502| deposits.
503 Section 12. This act shall take effect July 1, 2014.
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