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The oa  o  this re ort is to ro ide thou ht u  
ana sis o  the nan ia  osts and ene ts o  
reatin  a uni i a  an  and to out ine the 
o i  and o erationa  onsiderations shou d 

the Cit  hoose to ro eed   uni i a  an  
resents an o ortunit  to a hie e o unit  
oa s  su h as di est ent and rein est ent  in 

a sustaina e and reati e ashion  o e er  it 
is a so a ti e intensi e and e ensi e endea or  

ursuin  a uni i a  an  has si ni ant short
ter  osts  in ter s o  one  ti e and ener  
t a so has a si ni ant  ut un ertain  a
out in the on ter  Creatin  a u i  an  
ne essari  in o es a in  di u t de isions 
around trade o s a out ho  the Cit  shou d 

rioriti e ro e ts and a o ate its one  

This re ort is the u ination o  the uni i a  
an  easi i it  Tas  or e Tas  
or e  ro ess  Treasurer José 

Cisneros se e ted e ers o  the Tas  
or e in  to resear h the ia i it  

and ad isa i it  o  a uni i a  an  as 
e  as other o ortunities to e era e 

the Cit s an in  and in est ent 
ra ti es to ro ote o unit  
oa s  The or ation o  the Tas  or e 
as re o ended  the oard o  
u er isors in reso ution  to 
ad ise the Treasurer  the a or  the 
oard o  u er isors and re e ant Cit  
e art ents re ardin  the reation o  

a uni i a  u i  an

The re ort s ana sis is intended to ui d on 
the resear h o  the an ran is o ud et  
e is ati e na st  and se era  re ent re orts 

on uni i a  an in  that do an e e ent o  
out inin  the o i  reasons h  a urisdi tion 

i ht hoose to reate a uni i a  an  This 
re ort see s to o er on rete ures as e  
as otentia  a ternati es to a uni i a  an  to 

in or  and o ster that dia o ue  This re ort 
ro ides three nan ia  ode s or a uni i a  
an  a rein est ent entit  that o uses on 

a orda e housin  and s a  usiness endin  
to a hie e o unit  oa s  a di est ent an  
that er or s the Cit s ash ana e ent  and 
a o ination an  that er or s oth the 
Cit s ash ana e ent and a orda e housin  
and s a  usiness endin  or a  these 

ode s  the Tas  or e did not s e i  here 
the unds ou d o e ro  to su ort start u  
and o erations  thou h the  re o ni ed that 

enera  und a ro riations ou d i e  e 
riti a  to the an s  su ess  

side ro  these three uni i a  an  ode s  
the re ort a so out ines o i  onsiderations 
asso iated ith startin  a uni i a  an  su h 

as otentia  sour es o  unds or a ita i ation  
start u  osts and de osits  The re ort a so 
in udes other interi  or a ternati e o tions that 
ou d a hie e si i ar ai s as a uni i a  an  

and on udes ith ne t ste s the Cit  ou d 
ta e shou d it hoose to o e or ard ith 
reatin  a uni i a  an  

This re ort does not o ine on hether a 

Executive Summary

T s re ort ro es t ree a c a  mo e s for a 
municipal bank: a reinvestment entity that focuses 
on affordable housing and small business lending 
to achieve community goals, a divestment bank 
that performs the City’s cash management, and a 
combination bank that performs both the City’s 
cash management and affordable housing and small 
business lending. 
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uni i a  an  or a arti u ar uni i a  an  
ode  is the ri ht o tion or the Cit  ut 

rather  see s to ro ide enou h s e i s to 
uide uture o i  de isions  the oard o  
u er isors and the a or  This re ort see s to 

in or  the dia o ue around uni i a  an in  
 o erin  on rete ures re ardin  the 

endea or   

ode  ne  the rst uni i a  an  ode  is 
o used on endin  and rein est ent in areas 

that are underser ed  the traditiona  an in  
industr  ter si ni ant de i eration and 

rioriti ation  the Tas  or e hose to o us on 
a orda e housin  and s a  usiness endin  
as to  o unit  oa s or the rein est ent 

ode  ode  ne is not desi ned to er or  
the Cit s ash ana e ent and o er ia  

an in  un tions  This ode  ou d not re uire 
a an  harter or de osit insuran e  e ause 
the an  ou d not a e t de osits or ser e 
as the Cit s an er  ut it ou d need si i ar 
a ita i ation to a traditiona  an

ith  i ion in oans  the uni i a  an  
i  e a e to rin   i ion in in est ent to 
ear  a in   a orda e housin  oans   
ho esa e s a  usiness oans hi h i  resu t 

in nu erous s a  usiness oans  and  
dire t s a  usiness oans  The Cit  urrent  
in ests  i ion er ear in a orda e 
housin  t  i ion in oans  the uni i a  

an  ou d add another  i ion in endin  
that ou d re o e on a era e e er  three
to e ears  resu tin  in an additiona   

i ion in est ent in a orda e housin  er 
ear  or s a  usiness endin  the an  ou d 

add  i ion in ho esa e oans and  
i ion or  in dire t oans o ared to the 

a ro i ate   oans or a tota  o   i ion 
urrent  issued  the Cit s a  usiness 
e o in  oan und and er in  usiness 
oan und

To a hie e nan ia  sustaina i it  ode  ne 
ust e a ro i ate   i ion in si e 
ith  i ion in an  a ita  The ode  
ro e ts it i  ta e around  ears to a hie e 

a sur us  o arison the o end esti ate 
ro e ts a sur us a ter  ears  and the hi h

esti ate ne er a hie es a sur us  n the 
rst  ears  the an  i  need  i ion in 

su sidies to aintain o erations ran in  ro  
a o  o   i ion and a hi h o  a ontinuous 
su sid  throu hout o erations that an rea h 

 i ion er ear due to hi h osses ro  
dire t s a  usiness endin  The start u  and 
o erationa  osts or ode  ne are o er than 
those or ode  T o and Three  e ause ode  

ne i  not need to de e o  and aintain 
in rastru ture to ser e as the Cit s an er and 

i  ha e o er o ian e and re u ator  osts  
The an  i  a so need  er ent o  its assets 
he d as an  a ita  t  i ion this ure 
is  i ion  and it i  in rease as the an  

ets ar er  ode  ne annot a e t de osits 
so it i  need to se ure hi her ost de t to 
ser e as endin  rin i a  
 

1 Model One: Reinvest



Table 1: Model One Lending Lines of Business at $1 Billion in Loans

Table 2: Estimated Range of Costs Associated with Model One

Loan 
Assets 
at $1B 
($MM)

Percent 
of 

Loans 
at $1B

Number 
of Loans 
at $1B

Average 
Size of 
Loan

Average
Interest 

Rate

Estimated 
Loss Rate 

(Low-
High)

Average 
Loan 
Term

Real 
Estate 
Lending 
(ADU, 
mezzanine 
debt, 
small sites)

 
ears

Wholesale 
Small 
Business 
Lending

 
ears

Direct 
Small 
Business 
Lending

 
ears

Cost Type Average Cost Low and High 
Cost Estimates Description Timeframe

i e at annua  
rea e en

 i ion
 i ion  

ne er 

sti ated asset 
si e or an  to 

rea e en

tart u  osts  i ion
 i ion  

 i ion

Cost or sta n  
rea  estate  
te hno o  

in rastru ture

ro i ate  
 ears e ore 
o erations

a an e sheet 
a ita  at annua  

rea e en
 i ion

 i ion  
ne er

Ca ita  e ui a ent 
to  o  assets at 

rea e en

ear  unti  
o eration 

eases

MODEL 1: REINVEST



Table 3: Model Two Lending Lines of Business at $1 Billion in Loans

Lines of 
Business

Loan 
Assets 
at $1B 
($MM)

Percent 
of 

Portfolio 
at $1B

Number 
of Loans 
at $1B

Average 
Size of 
Loan

Interest 
Rate

Loss 
Rates

Average 
Loan 
Term

arti i ation 
endin

 ears

The ri ar  oa  o  ode  T o  the di est 
ode  is to reate a u i  an  that an 

ta e o er the Cit s ash ana e ent and 
o er ia  an in  un tions urrent  
er or ed  an  o  eri a and  an  
ode  T o ou d ho d and ana e the  
i ion urrent  he d in the Cit s short ter  

a ounts used or dai  transa tions  The an  
ou d ro ide dis urse ents  de osits  ash 
ana e ent  a ent ro essin  and nan ia  

re ortin  and te hno o  so utions or the 
a ro i ate   i ion that es throu h 
the Cit s a ounts on a ear  asis  or a sense 
o  the s a e o  this or  this an  ou d e 
res onsi e or hand in  the  i ion he s 
de osited er ear  the Cit  the  

redit ard transa tions  and  out oin  
a ents er ear  i en the s a e o  the Cit  

and the nu er o  transa tions er ear  the 
ash ana e ent or  ou d e o e  

and ost  The an  ou d har e the Cit  

 or this or  e ui a ent to the ees 
urrent  aid to an  o  eri a  The an  
ou d er or  arti i ation endin  ur hasin  

oans ori inated  other an s and redit 
unions  to a e a ro t and su sidi e the ash 

ana e ent o erations o  the an  t  
i ion in oans  it ou d o er  oans at  
i ion ea h

To a hie e nan ia  sustaina i it  ode  T o 
ust e  i ion in si e ith  i ion 

in an  a ita  The ode  ro e ts it i  ta e 
around  ears to rea  e en o erationa  or 
the ear the o esti ate ro e ts a sur us 
a ter  ears  and the hi h esti ate ro e ts  
ears  n the rst  ears  the ode  esti ates 

the an  i  need  i ion in 
su sidies to aintain o erations 
unti  it an rea  e en and a hie e a 
sur us ith esti ates ran in  ro  

 i ion to  i ion  The 
an  i  a so need to ho d a ita  

e ui a ent to  er ent o  assets  at 
east  i ion at  i ion in 
assets and in reasin  ro  there  The 

an  i  a so need a de osit ase 
e ui a ent to the si e o  the an  assets ess an  
a ita  so  or e a e at  i ion in assets and 

 i ion in oans  the an  i  need to se ure 
 i ion in de osits to er or  its endin

2 Model Two: Divest

This bank would be responsible for handling the 
1.2 million checks deposited per year by the City, 
the 323,000 credit card transactions, and 847,000 
outgoing payments per year. 



Cost Type Average Cost Low to High 
Cost Estimates Description Timeframe

i e at annua  
rea e en

 i ion
 i ion  
 i ion 

sti ated asset 
si e or an  to 

rea e en

tart u  osts  i ion
 i ion  

 i ion

Cost or sta n  
rea  estate  
te hno o  

in rastru ture

ro i ate  
 ears e ore 
o erations

a an e sheet 
a ita  at annua  

rea e en
 i ion

 i ion  
 i ion

Ca ita  e ui a ent 
to  o  assets 

at rea e en

ear  unti  
o eration 

eases

Table 4: Estimated Range of Costs Associated with Model Two

Model Three is a combination of Models 
One and Two. It is a municipal bank that 
accepts deposits, performs the City’s cash 
management and commercial banking, as 
well affordable housing and small business 
lending. Model Three will not perform 
retail banking for customers. Model Three 
will allow the City to both divest from 
commercial banking partners and perform 
reinvestment lending. As in Model One, 
at $1 billion in loans, the municipal bank 
will make 170 affordable housing loans, 60 
wholesale small business loans (which will 
result in numerous small business loans), and 
700 direct small business loans. As the bank 
scales up, the magnitude of its investment in 
the community will similarly scale. 

To ac e e a c a  s sta ab t  Mo e  
Three must be $10.4 billion in size with $1.6 
billion in bank capital. The model projects 
it will take around 56 years to break even 
operationally for the year (the low-estimate 
projects a surplus in 36 years, and the high-
estimate never achieves a surplus). During 
these years of losses, the bank will need an 
average $2.2 billion in subsidies to maintain 
operations until it can break even (with 
estimates ranging from $980 million to a 
continuous $78 million per year subsidy). 
The bank will also need a deposit base 
equivalent to the size of the bank assets less 
bank capital, so, for example at $1.1 billion 
in assets and $1 billion in loans, the bank will 
need to secure $935 million in deposits to 
perform its lending. 

3 Model Three: Combination

MODEL 2: DIVEST



Table 5: Model Three Lending Lines of Business at $1 Billion in Loans

Table 6: Estimated Range of Costs Associated with Model Three

Loan 
Assets 
at $1B 
($MM)

Percent 
of 

Loans 
at $1B

Number 
of Loans 
at $1B

Average 
Size of 
Loan

Average
Interest 

Rate

Estimated 
Loss Rate 

(Low-
High)

Average 
Loan 
Term

Real 
Estate 
Lending 
(ADU, 
mezzanine 
debt, 
small sites)

 
ears

Wholesale 
Small 
Business 
Lending

 
ears

Direct 
Small 
Business 
Lending

 
ears

Cost Type Average Cost Low and High 
Cost Estimates Description Timeframe

i e at annua  
rea e en

 i ion
 i ion  

ne er 

sti ated asset 
si e or an  to 

rea e en

tart u  osts  i ion
 i ion  

 i ion

Cost or sta n  
rea  estate  
te hno o  

in rastru ture

ro i ate  
 ears e ore 
o erations

a an e sheet 
a ita  at annua  

rea e en
 i ion

 i ion  
ne er

Ca ita  e ui a ent 
to  o  assets at 

rea e en

ear  unti  
o eration 

eases

MODEL 3: COMBINATION



Table 7: Average Investment Required for Municipal Bank Models to Break Even1 

  These ures are esti ated ased on an  ode s and are the a era e o  the o  and hi h esti ate s enarios

 three an  ode s ust ro  to a ar e si e 
to rea  e en and a  ou d re uire si ni ant 
su sid  and a ita  in est ent  thou h the 
a ounts ar  si ni ant  ro  ode  to ode  

ode  ne  hi h has redu ed start u  and 
o erationa  osts e ause it does not need a 

an  harter or in rastru ture to er or  the 
Cit s o er ia  an in  re uires the east 
ti e and in est ent to rea  e en  t i  rea  
e en a ter  ears and a tota  esti ated  

i ion in in est ent   i ion in a ita  
and  i ion in start u  ost and su sidies  

n ontrast  ode  T o i  rea  e en a ter  
ears and  i ion in est ent  and ode  

Three i  rea  e en a ter  ears and  
i ion in in est ent  t is i ortant to note that 

the en th o  ti e a ode  ro e ts or annua  
an  rea e en de ends on a ariet  o  a tors 

su h as e enses  re enue  and ro th rates  
d ustin  an  o  these e ers an shorten or 

en then the ti e it ta es or the an  ode  to 
rea  e en or the ear or the rst ti e  

Comparison

Model One: Reinvest Model Two: Divest  Model Three: 
Combination

rea  en etai s

ears to rea  en

i e at rea e en  i ion  i ion  i ion

sti ated ro riation e uired to rea  en

tart  Costs  i ion  i ion  i ion

erationa  
u sid

 i ion  i ion  i ion

Ca ita  n est ent  i ion  i ion  i ion

Total $184 million $1.6 billion $3.9 billion



The City could also consider alternative or interim policies and programs that could achieve 
similar aims as a municipal bank. These initiatives could be aimed at various outcomes and be 
accomplished via programming, the power of purchasing and contracting, and participating with 
other legislative and public banking efforts. Opportunities include:

Alternatives

•  Expand socially responsible banking 
indicators in the City’s banking RFP

•  Investigate opportunities to break up the 
City’s banking RFP

•  In-source mail and check processing from 
commercial banking partners 

• Advocate for banking sector reforms

• Expand Safe, Sound and Local

• Create non-bank lending programs 

•  Better publicize existing small business 
lending programs and CDFIs

•  Promote and expand the Bank On 
Program 

• Advocate for youth bank accounts

• Expand Smart Money Coaching efforts



Introduction
ross the ountr  there is a sur e o  interest in 

u i  an in  and the or ation o  ne  u i  
an s  u i  an s are nan ia  institutions 

o ned  an  u i  o ern ent entit  
in udin  nation  state  ount  uni i a it  or 
a en  ather than so e  ser in  shareho ders  

u i  an s see  to a hie e o unit  oa s 
and return ro ts to eo e and ene ts a  
to the o unit  n re ent ears  urisdi tions 
around the ountr  in udin  assa husetts  

ashin ton  a and  anta e  ashin ton 
C  and eatt e ha e e ar ed on easi i it  

studies o  u i  an in  

n ri   the Cit  and Count  o  an 
ran is o the Cit  oard o  u er isors 
assed a reso ution  ur in  the e o  

the Treasurer  Ta  Co e tor to on ene a 
tas  or e  and the Cit  ttorne  to ad ise 
the Treasurer in this e ort  or the ur ose o  
ad isin  the a or  the oard o  u er isors  
and re e ant Cit  e art ents re ardin  the 
reation o  a uni i a  u i  an  either as a 

ne  Cit  e art ent or a se arate nter rise 
e art ent  ased on this eso ution  the 

e o  Treasurer  Ta  Co e tor TT  
ed  Treasurer José Cisneros  on ened the 

uni i a  an  easi i it  Tas  or e Tas  
or e  to in esti ate the otentia  osts and 
ene ts o  a uni i a  an  as e  as other 

o ortunities to e era e the Cit s an in  
and in est ent ra ti es to su ort o unit  
de e o ent  

The Tas  or e ui ds on or  that the 
Treasurer has done re ious  to i ro e our 
Cit s an in  o erations  and to stren then 
e ono i  se urit  or a  an ran is ans  or 
e a e

•  Creatin  a round rea in  ro ra  an  
n an ran is o  in  that he ed 

un an ed an ran is ans et a ess to 
o ost he in  a ounts and has een 
re i ated a ross the ountr  throu h the 

an  n nationa  ro ra

•  n udin  so ia res onsi e an in  
riteria as art o  the id and e a uation 
ro ess in the   or an in  

ser i es

•  att in  he  ashers and en oura in  
o a  usinesses to o e to ards dire t 
de osit and other odern inno ati e a ro  
so utions

•  aun hin  the inder arten to Co e e 
ro ra  in  hi h o ens a ree and 

auto ati  o e e sa in s a ount or 
a  in o in  an ran is o u i  s hoo  
inder arteners and seeds it ith  

•  roa ti e  ta in  a stand a ainst e s 
ar o  the rst Treasurer in the nation to 

do so  in the a ter ath o  the ne s that 
the an  en a ed in ides read i e a  

ra ti es around a ount o enin s

•  Creatin  the art one  Coa hin  
ro ra  hi h o ers ree one on one 
nan ia  oa hin

•  erin  u er Jo s Conne t  hi h 
ro ides outh ith redit union a ounts 

and nan ia  edu ation

•  Creatin  a ne  in est ent o ortunit  ith 
o a  nan ia  institutions a ed a e  ound 
and o a  hi h a es u  to  i ion 

er ear o  the Count s oo ed n est ent 
und a ai a e or in est ents in an s  
redit unions and o unit  de e o ent 
nan ia  institutions C s  o ated in an 
ran is o that are a ed  etters o  
redit issued  the edera  o e oan 
an  o  an ran is o  

The Tas  or e rin s to ether ad o ates 
or in  to i ro e a ess to redit or 

o in o e  o unities o  o or  nan e 
ro essiona s ith ears o  e erien e in 

traditiona  onsu er an s  redit unions and 

 Cit  and Count  o  an ran is o oard o  u er isors  eso ution  etrie ed ro  htt s os or sites de au t es r d .



C s  and o ern ent o ia s ith e ertise 
in an in  in est ent  a orda e housin  
and u i  nan e  The Tas  or e et ei ht 
ti es o er the ourse o  a out a ear to 
in esti ate the on e t o  a u i  an  sin  
a onsensus ased ro ess  the  reated and 
na i ed a set o  uidin  rin i es to in or  

the or  o  the Tas  or e and enu erated 
and rioriti ed the oa s the  anted to 
see a uni i a  an  a hie e  ter a in  
this ra e or  the Tas  or e and TT  sta  
resear hed and dis ussed arious an  and 

o ernan e stru tures  ines o  usiness  and 
o tions or an  a ita i ation and de osits  

There are se era  e e ent ie es ritten that 
des ri e the ene ts o  uni i a  an in  
as e  as the e a  ha en es around u i  

an in  in Ca i ornia  ather than re state that 
od  o  or  this re ort ai s to ro ide the 
oard o  u er isors  the a or and the u i  
ith a ear ana sis o  the nan ia  osts and 
ene ts o  a uni i a  an  i en the riorities 

identi ed  the Tas  or e  The Tas  or e 
ound that a uni i a  an  is easi e so on  

as the Cit  o its or se ures undin  or the 
e ort  and state a s are han ed  The Tas  

or e enera  identi ed the desire to dis
en a e ro  a  treet and ar e o er ia  

an s and the desire to rein est in the 
o unit  as ri ar  oa s  thou h the Tas  
or e did not a hie e onsensus o er hi h 
oa  shou d redo inate  The re ort in udes a 

di est ent ode  a rein est ent ode  and 
a o ination o  the t o to re e t this a  o  
onsensus

e ard ess o  the e a t ode  the nan ia  
and ti e o it ents re uired to reate 
a uni i a  an  are uite si ni ant  This 
de and or Cit  resour es raises a series 
o  o i  uestions re ardin  the s a  
res onsi i it  o  reatin  a uni i a  an  the 
Cit s rioriti ation o  resour es and ro e ts  
and interi  so utions or a ternati es to a 

uni i a  an  that ou d a hie e si i ar ai s  
This re ort see s to o er on rete ana sis 
re ated to de e o in  a uni i a  an  as e  
as otentia  a ternati es to a uni i a  an  to 

in or  and o ster that dia o ue and he  the 
a or and oard o  u er isors de ide hether 

to o e or ard ith a uni i a  an

The re ort is s it into si  se tions that ui d 
on one another  and in an  a s irror the 

ro ess that the Tas  or e ent throu h  The 
se tions ro eed as o o s

•  out the Tas  or e  ntrodu es Tas  
or e e ers and des ri es the Tas  
or e ro ess

•  an  asi s  rie  detai s ho  an s 
o erate

•  uni i a  an  ri er  e nes uni i a  
an in  and hat uni i a  an s an 

a o ish 

•  uni i a  an  ode s  ers detai ed 
nan ia  ode s or three uni i a  an s

•  hat re the o i   erationa  
Considerations round or in  a uni i a  

an   ut ines ar e o i  uestions that 
re ain a out or in  and o eratin  a 

uni i a  an

•  Con usion   hased roa h and e t 
te s  Con udes ith detai s a out a 
hased ath and ne t ste s the Cit  ou d 

ta e shou d it hoose to o e or ard ith a 
uni i a  an

Cost Analysis Perspective

The a or oa  o  this re ort is to ad an e 
the on ersation around uni i a  an in  

 ro idin  a ri orous uantitati e ana sis 
re ardin  the osts  ti in  and rodu t i  
to e onsidered u on deter inin  i  a u i  
entit  shou d ursue a uni i a  an  The 
re ort a so ro ides o tions or a uni i a  

an  or interi  ste s that a  a so address 
the t o rationa es or a uni i a  an   
di estin  ro  a  treet an s and o unit  
rein est ent  

 uni i a  an  ode s re uire si ni ant 
in est ent o er an  ears that ran e ro   
to u ards o   ears   the unds in ested 
to su ort the uni i a  an  are ro  the 



Cit s enera  und  there are a so o ortunit  
osts to reatin  the an  sin e e er  do ar 
ut to ards start u  osts  a ita i ation or 

su sidies a  e redire ted ro  e andin  
e istin  and reatin  ne  ser i es ro ided  
the Cit  

n the other hand  there ou d e a ost to 
ina tion  as aintainin  the status uo and 
ontinuin  our an in  re ationshi s oth ha e 

e i it and i i it osts  The ri ate an in  
industr  has een res onsi e or u ti e 
nan ia  rises that ha e i a ted the Cit  its 
nan es and its residents and their nan ia  

hea th  side ro  the ideo o i a  ene ts 
o  di est ent  there are otentia  on ter  
nan ia  ains   uni i a  an  is not a ui  
in ut ou d a  di idends on  into the 

uture  an  o  orth a ota ser es an e a e  
one hundred ears into its e isten e  it has a 
tra  re ord o  e e en e  t returns one  to 
the tate  ro otes the o a  an in  industr  
and has he ed iti ens eather arious natura  
disasters and e ono i  rises o er the ears  
The ost ene t ana sis o  a uni i a  an  
then  han es de endin  on the ti es a e 
used  hi e in the short ter  a an  is 
e ensi e  in the on ter  a an  ou d a e 
a ro t and ro e to e a so id in est ent  
assu in  usiness and nan ia  ris s are 
identi ed and ana ed

About the 
Task Force

e ers o  the Tas  or e ere se e ted 
throu h a o etiti e a i ation ro ess 
and in ude e erts ro  inside and outside 

o ern ent  re resentin  a ariet  o  
e erien es and o inions  The Tas  or e 
onsists o  ad o ates or in  to i ro e 

a ess to an in  ser i es and a ita  or 
o in o e  o unities o  o or  nan e 

ro essiona s ith ears o  e erien e in 
traditiona  onsu er an s  redit unions and 
C s  and o ern ent o ia s ith e ertise 
in an in  in est ent  a orda e housin  
and u i  nan e  To ether  this rou  has 
the no ed e and a round to an and 
e a uate o ortunities or the Cit  to use its 

an in  and in est ent un tions to su ort the 
o a  e ono

Tas  or e sta  and e ers et ith an  
sta eho ders  in udin  sta  and onsu tants 
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Throu hout this ro ess  the Tas  or e or ed 
to r sta i e the o ortunities or a uni i a  

an  and ro ide so e arit  a out osts  
e a  ris s  and o ortunities  This ro ess 
in uded resear h  dis ussion and rioriti ation 
o  o unit  and nan ia  oa s or a an  

ith so e ear out o es in ind  the Tas  
or e dire ted sta  to resear h and re ort 

out a out an  or ation osts  otentia  
an  stru tures  ines o  usiness and nan ia  
ode s  

er the ourse o  nine onths  the tas  or e 
he d ei ht u i  eetin s  The ontent o  the 

eetin s as as o o s

•  Meeting 1: ntrodu tions  out inin  
uidin  rin i es or a uni i a  an  
rainstor in  e er ise to rioriti e 
o unit  out o es resu t  a orda e 

housin  s a  usiness endin  
in rastru ture  un  and under an ed 
indi idua s and anna is

  Follow-up materials:  uni i a  an  
easi i it  Tas  or e tate ent o  or  
u i  an in  iterature e ie  u i  
an  e u ator  a t heet

•  Meeting 2: resentations on an  
re u ation  an  o  orth a ota  ene ia  
tate an  and e e  edera  Credit 
nion

  Follow-up materials: ur e  o  Tas  or e 
e ers to urther rioriti e and ran  
e o unit  oa s resu t  a orda e 

housin  s a  usiness endin  
in rastru ture  un  and under an ed 

indi idua s and anna is

•  Meeting 3: is ussion o  start u  and 
o erationa  osts or a an  o arison 
o  a an e sheets  in o e state ents and 
oan ort o ios or three an s  an  o  an 
ran is o  e  esour e an  and an  o  
orth a ota

  Follow-up materials: a t sheet 
su ari in  urrent Cit unded 

ro ra s in a orda e housin  s a  
usiness endin  and in rastru ture

•  Meeting 4: resentation and dis ussion 
o  o tions or undin  or a ita i ation 
and de osits  as e  as otentia  ines o  

usiness or the an

•  Meeting 5: etai ed des ri tion o  
and dis ussion a out otentia  ines o  

usiness or the an  as e  as o erationa  
ara eters and o ernan e stru ture

  Follow-up materials: ra t e uti e 
u ar

•  Meeting 6: e ie  e uti e u ar  and 
dis uss our uni i a  an  ode s 

•  Meeting 7: e ie  three ne  uni i a  
an  ode s

  Follow-up materials: ra t uni i a  
an  easi i it  Tas  or e e ort

•  Meeting 8: e ie  na  re ort

  Follow-up materials: ina  uni i a  
an  easi i it  Tas  or e e ort

Bank Basics
e ore u in  into hat a an ran is o 
uni i a  an  ou d oo  i e and hat it 

ou d a o ish  it is ru ia  to understand 
the asi s o  an in  The ru ia  di idin  ine 

et een a an  and a non an  entit  is the 
a i it  to a e t de osits ro  outside entities 3 

 a e tin  de osits  an s reate a nan ia  

 Ca i ornia inan ia  Code  



u ti ier e e t in the o unit  endin  out 
de osits to ro ta e ro e ts and ro in  
the o a  e ono  an s enerate a ro t  

a in  oans and har in  usto ers ees  
an s ta e in de osits and a  interest on so e 

a ounts and then end those de osits out to 
onsu ers and re ei e interest on those oans 
 the di eren e et een interest aid out and 

interest re ei ed is the s read  and is t i a  
the sour e o  ost an  re enue  thou h an s 
a so har e ees or ser i es  an s  assets are 
oans  hi h enerate in o e  and usto er 
de osits are ia i ities  s ith a  usinesses  
a an s assets ust o er its ia i ities  the 
di eren e et een a an s assets and its 
ia i ities is a ed the an  a ita  hi h is 
the an s net orth and a so a easure o  
a an s otentia  to a sor  osses 4  an  

ith i ited a ita  is hi her ris  or de ositors  
e ause a s a  dro  in asset a ues an ead 

to distress and ai ure  istori a  an s he d 
ei ht er ent o  assets in a ita  thou h a ita  
re uire ents ha e in reased sin e the re ession 

ith an s ho din  an a era e o   and e en 
u  to  er ent o  their assets in a ita  e  

an s a  e re uired to ho d e en ore an  
a ita  as an s use their a ita  to sur i e 

initia  ears o  osses  an  a ita  ser es as 
an in est ent or hoe er o ns that a ita  
and an s an hoose to use an  ro t to a  
di idends to shareho ders or retain the ro ts to 
in rease an  a ita   

Municipal Bank 
Primer
The u i  an in  nstitute  an ad o a  
or ani ation  de nes a u i  an  as a 

hartered de ositor  an  in hi h u i  
unds are de osited  t is o ned  a 
o ern ent unit  a state  ount  it  or 

tri e  and andated to ser e a u i  ission 
that re e ts the a ues and needs o  the u i  
that it re resents  n e istin  and ro osed 

 u i  an  ode s  s i ed an ers  not 
the o ern ent  a e an  de isions and 

ro ide a ounta i it  and trans aren  to 
the u i  or ho  u i  unds are used  
os n e es  Chie  e is ati e na st s e 
er or ed a iterature re ie  and ere una e 

to nd a onsistent de nition o  su h a 
nan ia  institution e ond the ore on e t o  
u i  o nershi  thou h it noted that an  

de nitions in or orated adheren e to idea s  
i e ra ia  e ono i  and en iron enta  usti e  
n enera  thou h  a u i  an  is a an an 
entit  that is i ensed to a e t de osits and 

a e oans that is o ned  and a iated ith 
a o a it  state or nation   u i  an  that is 
o ned  a uni i a it  is a ed a uni i a  

an  or the ur ose o  this re ort the ter s 

  den   Ju    hat is an  Ca ita  n a  e  or  Ti es  etrie ed ro  htt s dea oo n ti es o
hat is an a ita an a  i i ar  the C e ains that an  a ita  a sor s osses  ro otes u i  on den e  he s restri t 

e essi e asset ro th  and ro ides rote tion to de ositors and the de osit insuran e unds  edera  e osit nsuran e Cor oration 
ri   Ca ita  etrie ed ro  htt s di o re u ations sa et anua se tion d

  edera  eser e an  o  t  ouis e te er  an  Ca ita  to Tota  ssets or nited tates  etrie ed ro  htt s red st ouis ed
or series  Tre s Tea  ar h   o  the ar est  an s a e tren thened Their Core Ca ita  

atios in e  or es  etrie ed ro  htt s or es o sites reats e u ations ho the ar est u s an s ha e
stren thened their ore a ita ratios sin e d a a

  hi e an s are startin  u  an  a ita  an und o eratin  osts  a e oans i  the an  does not ha e su ient de osits  and ser e 
as reser e a ita  or those oans  The a ita  re uire ents or a ne  an  i  o ten ta e a  these ur oses into a ount  hi e an 
esta ished an  ust ho d an here ro   to  er ent o  assets as a ita  a ne  an  a  e re uired to ho d that u h in a ita  

us su ient undin  to sustain the an  unti  it is a e to a e a ro t

  u i  an in  nstitute  ntrodu tion to u i  an in  etrie ed ro  htt u i an in institute or intro to u i an in .

  Chie  e is ati e na st  u i  an in  ra e or  and istin  ousin  and ono i  e e o ent undin  ro ra s  etrie ed 
ro  htt re a it or on inedo s r t C d .



u i  an  and uni i a  an  i  e used 
inter han ea  i e re u ar an s  u i  

an s need a harter  a ita  de osits  and a 
o ernan e stru ture and a eadershi  tea  
ne o  the a or distin tions et een a u i  
an  and ri ate an  is that a u i  an  
ou d eet o unit  oa s rather than so e  

ser e a ro t oti e  To su eed  a uni i a  
an  ust aintain so en  and i uidit  and 

a hie e sustaina i it  or a e a ro t i  ro th 
is the oa  hi e a so adherin  to its ission 
and rin i es  n this sense  a uni i a  an  
is tr in  to a hie e a dou e otto  ine  eet 
o unit  oa s hi e sti  a in  a ro t that 
an e rein ested to ser e the an s ission  

There are urrent  t o u i  an s in the 
nited tates  the an  o  orth a ota 

 and the Territoria  an  o  eri an 
a oa   as ounded in  on a a e o  

e ono i  o u is  a ita i ed ith a  i ion 
ond o erin  and har ed ith ro otin  

a ri u ture  o er e and industr  in orth 
a ota  nder orth a ota state a  a  

state unds ust e de osited into  hi h 
does not ha e de osit insuran e ut is instead 
insured  the u  aith and redit  o  the 

tate o  orth a ota   ri ari  artners 
ith o a  an s and redit unions to a i itate 

a ri u tura  o er ia  rea  estate and student 
oans  The other u i  an  the Territoria  an  
o  eri an a oa  as ounded in  a ter 
the ast o er ia  an  e t the territor  t 
re ent  ained a ess to the edera  eser e s 

a ent s ste  in  side ro  these t o 
u i  an s  eri an ndian tri es a so o n 

and o erate  an s a ross the 

hen onsiderin  the reation o  a uni i a  
an  it is ru ia  to deter ine o unit  oa s 

to uide the endin  and an in  a ti ities o  
a uni i a  an  The oard o  u er isors 

eso ution authori in  the uni i a  an  
easi i it  Tas  or e states that the oard o  
u er isors e ie es that the ediu  on

ter  interests o  the it  are a i ned ith the 
sustaina e and e uita e e ono i  ro th o  
its o unit  and that the on ter  nan ia  
and so ia  e ein  o  the Cit  is ontin ent 
u on the a i it  to ro ide e uita e and 
trans arent o ortunit  or a  o  its residents   

hen ta in  a out u i  an in  a ost 
e er one has a di erent ision o  e a t  hat a 

uni i a  an  shou d do   a or res onsi i it  
o  the Tas  or e and a stru e  as to hone 
in on o unit  oa s  urin  u i  hearin s 
and Tas  or e eetin s a ariet  o  ideas a e 
u  in udin  a orda e housin  s a  usiness 
endin  di estin  ro  a  treet  su ortin  
o a  an s and redit unions  eetin  the 
needs o  un  and under an ed indi idua s  
in rastru ture  student oans  rene a e ener  
and anna is an in  

er ti e  t o i ortant oa s e er ed as the 
ost ressin  

  i est ent   edu in  the Cit s re ian e 
on a  treet and in reasin  the Cit s 
autono  o er ho  its de osits are de o ed 
to ensure one  isn t used to su ort har u  
industries

  a e  a id  and Christine hi t  rin   tate ned an s   e i  o  the ast or the a e o  the uture  e a are an er  
etrie ed ro  htt s s e a o ontent u oads rin e a are an er rti e d

 d

  a e   ri    eri an a oa ina  ets a u i  an  nd  tates re at hin  eri an an er  etrie ed 
ro  htt s a eri an an er o ne s a eri an sa oa na ets a u i an and us states are at hin .

   d isors n  to er  u i  an  easi i it  tud  or the Cit  o  eatt e  etrie ed ro  htt oun i seatt e o
ontent u oads d isors u i an easi i it tud d .

  Cit  and Count  o  an ran is o oard o  u er isors  eso ution  etrie ed ro  htt s os or sites de au t es r d .

  or e a e  a a   an ran is o ud et  e is ati e na st re ort ound that o  thirteen o  the ar est an s  a  nan ed at east 
one o  the o o in  dis a ored industries  rear s  to a o  nu ear o er  a ota ess i e ine or ri ate risons  ud et  e is ati e 

na st s e a   e orandu  re  ar e an  o ia  es onsi i it  reenin  etrie ed ro  htt s s os or sites de au t es
ar e an reenin d .



   ein est ent   erin  o er ost 
nan in  or Cit  riorities i e a orda e 

housin  de e o ent and su ortin  s a  
usinesses  

ta  et ith su e t atter e erts to identi  
ines o  usiness that ou d su ort these 
oa s  ines o  usiness ere se e ted ri ari  
e ause the  ed a nan in  or ser i e a  

that urrent  e ists here a uni i a  an s 
in o e ent ou d eanin u  i a t the 

ar et  The s e i  ines o  usiness  as e  as 
urrent status uo  i  e e ored ore u  

in the ne t se tion hi h detai s the uni i a  
an  ode s and are out ined in ore detai  in 

endi   

Municipal Bank 
Models
The ur ose o  the ode s is to e u idate the 

otentia  o  a uni i a  an  and ro ide 
a nan ia  ra e or  or onsideration and 
de ate  These ode s are esti ates ased on 
e tensi e resear h and i  on  e i ro ed 
o er ti e ith ore s e i it  a out the o era  
si e o  a an  ines o  usiness  and sour es o  
unds  or those interested in ore in or ation 

a out the ode in  the re ort has a te hni a  
a endi  endi   hi h out ines the data 
and assu tions ehind the ode s  ro idin  
detai ed e anations o  the an s  start u  
osts  ines o  usiness  and ro th rates  

The an s ode ed in this se tion re e t the 
riorities o  the tas  or e  ith one an  
ri ari  o used on rein est ent ode  ne  

one o used on di est ent ode  T o  and 
a third an  that o ines oth ai s ode  

Three  The se tion e o  detai s the ain 
oa  o  the an  ode  the urrent status uo  

o erationa  osts and ene ts in the short  
and on ter  and ris s  The nan ia  ode s 
assu e that an s e in ith no assets and 

ui d their a an e sheet u  to  i ion o er 
 ears and then in rease in si e ro  there  

The ode s ro e t an  o erations out to  
ears to sho  the on ter  osts and ene ts 

o  reatin  a an  re o ni in  that a an  a  
re uire si ni ant in est ent and su sid  in 
the short ter  ut in the on ter  it an a  
di idends  e ause e enses are reater than 
re enues hen the an s are s a  a  ode s 

i  need so e a ount o  o erationa  su sid  
hi h is undin  to ee  the an  a oat unti  

it ro s ar e enou h to a hie e nan ia  
sustaina i it  The en th o  ti e it i  ta e a 

an  to a hie e nan ia  sustaina i it  de ends 
on a nu er o  a tors  in udin  its e enses  
its re enue and ines o  usiness  its ro th 
rate  and e ono i  onditions  d ustin  an  
one o  these u ti e e ers an shorten or 
en then the ti e it ta es or the an  ode  to 
rea e en or the ear or the rst ti e  

n ontrast  another a  to en ision a an  
ode  is to resent ea h an  at the si e it ust 

o erate at to a hie e nan ia  sustaina i it  
ithout ro e tin  ho  on  it i  ta e the 
an  to a hie e that s a e  This resentation 

e i inates the un ertaint  o  on ter  
ore astin  as e  as the assu tions a out 
ro th  e ause the an  e ins at a si e ar e 

enou h or sustaina i it  there are no on ter  
ti e ines to ro ta i it  or o erationa  su sidies 
 the assu tion is that the an  an a hie e 
ro ta i it  short  a ter o enin  ith so e 

ra u  eriod to esta ish its oan ort o io   
The an  a  need si ni ant a ita i ation 
and de osits u ront  hi h a  a e it ore 
ha en in  to o en a de no o an  at the si e 

ne essar  to a hie e nan ia  sustaina i it  or 
so e an  ode s resented e o  

 This ro th rate is o ara e to ene ia  tate an  hi h too  a out  ears and u ti e a uisitions to hit  i ion

  n enera  the ar er a an  is  the ore one  it an a e  This ro ta i it  ste s oth ro  the in rease in the si e o  the oan ort o io 
hi h dri es re enue  as e  as so e e ono ies o  s a e on the e enses side



Model One: Reinvest

Goals: The rst uni i a  an  ode  is o used 
on endin  and rein est ent in areas that are 
underser ed  the traditiona  an in  industr  

ter si ni ant de i eration and rioriti ation  
the Tas  or e hose to o us on a orda e 
housin  and s a  usiness endin  as to  
o unit  oa s or the rein est ent ode  
 rein est ent o used ender an ro ote 

out o es and o unit  oa s identi ed  
the Tas  or e  oard o  u er isors or an  
eadershi  and ana e ent  e ause it is not 
onstrained  t i a  shareho der a i i ation 

re uire ents  the an  has s i ht  ore 
e i i it  to enter ar ets and o er rodu ts 

not t i a  ser ed  traditiona  o er ia  
an s  t an in rease endin  in tar eted 

se tors o  the e ono  and a hie e o unit  
oa s oth  endin  dire t  to onsu ers and 
 artnerin  ith o a  o unit  an s  redit 

unions and C s  

Current State: The Cit  a read  e ends 
si ni ant one  and ener  su ortin  
a orda e housin  and s a  usinesses

Affordable Housing: The Cit  uti i es nu erous 
undin  sour es to su ort a orda e housin  
reser ation  reha i itation and de e o ent 

in udin  

•  o in o e housin  ta  redits 

•  ro osition C seis i  sa et  oans  
i ion in tota  or reser in  rent ontro ed 

units

•  ro osition   i ion or reha i itation 
and rede e o ent o  u i  housin

•  ro osition C ousin  Trust und  
i ion er ear or de e o ent

•  n usionar  onin  and a t ees ar et 
rate de e o ers ui d a orda e units or 
ontri ute a ee  

n tota  a or s e o  ousin  and 
Co unit  e e o ent C  and 
the Cit  s ends and in ests  i ion er 
ear on a orda e housin  on su sidies to 

de e o  and reser e a orda e housin  units 
and on do n a ent assistan e ro ra s 

hi h he  indi idua  ho eo ners ur hase 
their rst ho es  es ite this undin  and 
nu erous ho eo nershi  and de e o ent 

ro ra s  the Cit  and de e o ers stru e to 
ui d su ient housin  ast enou h to eet 

the enor ous need  The ines o  usiness 
resented e o  a  see  to o er de e o ers 

and ho eo ners hea er and aster nan in  
to su ort the Cit s oa s o  de e o in  and 

reser in  a  or s o  a orda e housin  

Small Business Lending: a  usinesses are 
the en ine o  o  reation in our ountr  our 
state and our Cit  n an ran is o   er ent 
o  usinesses e o  ten eo e or e er 
in udin  so e ro rietors  and the Cit  has 

 re istered usinesses that ha e et een 
t o and ten e o ees  a  usinesses ha e 
si ni ant need or a ita  ut ha e di u ties 
a essin  a ita  e ause traditiona  an s sh  
a a  ro  this endin  hi h is hi h tou h 
and hi h ris  es ite the ha en es  there is 
a ro ust e os ste  o  s a  usiness su ort 
in an ran is o  in udin  the  a  

usiness d inistration  C s  non
ro ts and Cit  ro ra s a  ai ed at nurturin  

  The an ran is o e o  the a or  u ust  a or ondon reed i ns ud et Tar etin  o e essness  ousin  treet 
C ean iness  and u i  a et  ress e ease  etrie ed ro  htt s s a or or arti e a or ondon reed si ns ud et tar etin
ho e essness housin street ean iness and u i  or ore in or ation on s e i  Cit  ro ra s ai ed at a orda e housin  see 

endi   dis ussin  urrent Cit  or  on a orda e housin

 nterna  ana sis ro  the e o  Treasurer  Ta  Co e tor

    edera  eser e sur e  ound that  er ent o  s a  usinesses stated that their to  ha en e as redit a ai a i it  or 
se urin  unds or e ansion  edera  eser e an  ri   a  usiness Credit ur e  etrie ed ro  htt s ne or ed
or edia i rar edia s a usiness C e ort o er ir s d .



and ro in  our s a  usiness o unit  
or e a e  the  uarantees a ortion 

t i a   er ent  o  s a  usiness oans 
ori inated  an s  The a era e si e o  an  
oan is a ro i ate   thou h the  
an e u  to  i ion in si e  dditiona  

in an ran is o  nu erous C s  o er oans 
et een  and  at reasona e 

rates as e  as te hni a  assistan e and usiness 
oa hin  or usinesses that a  not e a e to 

a ess standard o er ia  an  or  oans  
an  o  these C s are not a e to o er their 

osts ith re enue and re ei e hi anthro i  
undin  eadin  to di u ties s a in  u  ithin 

the Cit  the e o  ono i  and or or e 
e e o ent  and the e o  a  
usiness a so su ort s a  usiness throu h 

dire t endin  ro ra s  rant ro ra s and 
rants to non ro t enders to su ort their 
or  o e e a e o  dire t endin  and rant 
ro ra s are hi h i hted e o

•  Small Business Revolving Loan Fund  
t o ers i ro oans u  to  t is 
ad inistered  ain treet aun h  a o a  
C  The Cit  o ers the ad inistrati e 
osts  and ain treet aun h ro ides the 
a ita  in e  it has issued  oans 

tota in  o er  i ion  n  it issued 
 oans tota in   ts oans ran e in 

interest ro   to a ro i ate  

•  Emerging Business Loan Fund (EBLF)  
t o ers u  to  in oans to s a  
usinesses  t is ad inistered  ain treet 
aun h  a o a  C  The Cit  o ers the 

ad inistrati e osts  and ain treet aun h 
ro ides the a ita  in e  it has 
osed o er  oans tota in   i ion  

ts oans are o ered at a ro i ate  

•  SF Shines Façade and Tenant 
Improvement Program  in e  it 
has ro ided te hni a  assistan e  usiness 
stren thenin  and  rants ro   

to  tota in   i ion or 
i ro in  o er ia  store ront a ades 
and usiness interiors  The urrent ro ra  

ud et is  i ion

•  Americans with Disabilities Act (ADA) 
CASp Grant Program  in e  it has 

ro ided te hni a  assistan e and  rants 
ro   to  tota in  o er  
i ion or  o ian e assess ents   

es ite a  this e ort  s a  usiness ad o ates 
and C  sta  e ie e that a s re ain in s a  

usiness endin  The o o in  ines o  usiness 
ai  to  those a s and a so su ort the 
e e ent or  ein  done  C s

Activities: ode  ne is a uni i a  an  that 
se ures undin  throu h de t and er or s 
a orda e housin  and s a  usiness endin  
t i  not er or  the Cit s ash ana e ent 
and o er ia  an in  This ode  ou d 
not re uire a an  harter or de osit insuran e  

e ause the an  ou d not a e t de osits 
or ser e as the Cit s an er  ut it ou d need 
si i ar a ita i ation to a traditiona  an  ode  

ne i  er or  rea  estate endin  and s a  
usiness endin  at e o ar et rates to 

de rease the ost o  undin  a orda e housin  
and assist s a  usiness de e o ent  The 
se tion o ers a short des ri tion o  the ines o  

usiness  and ore detai s a out the ines o  
usiness are a ai a e in endi  

Real Estate Lending: The rea  estate endin  
ines o  usiness i  in ude e anine 
de t hi h sits et een e uit  and ore 
senior de t and is the hi hest ris  or  o  
de t  or or or e housin  a uisition and 
de e o ent  ort a es or the s a  sites 
a uisition ro ra  and oans to nan e 
a essor d e in  unit onstru tion   er ent 
o  the an  ort o io  i ion at  i ion 

  an   e ruar     oans  hat ou eed to no  erd a et  etrie ed ro  htt s nerd a et o o s a
usiness s a usiness oans s a oans

  These C s in ude ain treet aun h  The ortunit  und  ission ono i  e e o ent en s ondo de ante  a i  
Co unit  entures and or in  o utions



Table 8: Model One Lines of Business at $1 Billion in Loans

in oans  are ode ed as rea  estate oans  The 
a era e si e o  a rea  estate oan is  i ion or 
a tota  o   oans in the ort o io at  i ion 
in oans  The interest rate is  er ent  oss rate 
is  er ent and a era e ter  is  to  ears  
thou h indi idua  oan a  e si ni ant  
on er  u  to  ears  

Wholesale Small Business Lending: The 
uni i a  an  ou d end ar e su s o  one  

to C s at o  rates  and these C s ou d 
use this one  to issue s a  usiness oans at 
o er than or ro t ar et rates  This endin  
re resents  er ent o  the an s ort o io 

 i ion at  i ion in oans  The a era e 
si e o  a ho esa e s a  usiness oan ou d 

e  i ion  and the ort o io ou d ha e 
a ro i ate   in tota  at  i ion in oans  
The interest rate is  er ent  hi h is s i ht  

e o  the rate C s are har ed  traditiona  
ri ate an s t i a   to  er ent  The 

oss rate is ode ed at  er ent  e ause 
C s ha e si ni ant reser es and stron  
under ritin  or their oans  The a era e oan 
ter  is  ears

Direct Small Business Lending: The uni i a  
an  ou d o er s a  usiness oans to 
usinesses dire t  The an  is ode ed 
ith  er ent o  its ort o io  i ion 

at  i ion  as dire t s a  usiness endin  
or a tota  o  a ro i ate   oans at an  
i en ti e  The a era e si e o  these oans 

is ode ed at  The interest rate is 
ode ed at  er ent  the oss rate is ode ed 

at  er ent  and the a era e oan ter  is  
to  ears   

Thou h not in uded in ode  ne  there 
ere t o other ines o  usiness that ere o  

interest to e ers o  the u i  and the Tas  
or e  The detai s on these ines o  usiness are 
ro ided e o  ut not in uded in the ode

Direct Student Lending (Not Modeled): For 
dire t student endin  the uni i a  an  ou d 
o er student oans to residents o  an ran is o 
and those stud in  at o e es and uni ersities 
in an ran is o  The a era e oan si e ou d 

e  nterest rates ou d e ode ed 
at  er ent ased on s u ished rates 

Loan 
Assets 
at $1B 
($MM)

Percent 
of 

Loans 
at $1B

Number 
of Loans 
at $1B

Average 
Size of 
Loan

Average
Interest 

Rate

Estimated 
Loss Rate 

(Low-
High)

Average 
Loan 
Term

Real 
Estate 
Lending  
(ADU, 
mezzanine 
debt, 
small sites)

 
ears

Wholesale 
Small 
Business 
Lending

 
ears

Direct 
Small 
Business 
Lending

 
ears



as o  the end o  Ju   ith a oss rate o  
 er ent ased on  and other ri ate 

student oan o anies  oss rates  The student 
oan ine o  usiness ou d rin  in odest 
ro ts

Green Energy Loans (Not Modeled): or reen 
ener  oans  the uni i a  an  ou d o er 
oans or rene a e ener  ro e ts or s a  
usinesses and ho eo ners  The a era e oan 

si e ou d e  and interest rates ou d 
e ode ed at  er ent ased other an s  

rates  oss rate ou d e an esti ated  
er ent  This ine o  usiness ou d resu t in a 

si i ar ro e and ro t to the rea  estate and 
a orda e housin  oans  

Operational Components: 
To a hie e nan ia  sustaina i it  ode  ne 

ust e  i ion in si e  The ode  ro e ts 
it i  ta e around  ears to rea  e en 
o erationa  or the ear the o esti ate 

ro e ts a sur us a ter  ears  and the hi h

esti ate ne er a hie es a sur us  n the rst 
 ears  the an  i  need  i ion in 

su sidies to aintain o erations ran in  ro  
a o  o   i ion and a hi h o  a ontinuous 
su sid  throu hout o erations that rea hes 

 i ion er ear in the ode  The start
u  osts i  e o er than in ode  T o and 
Three  on   to  i ion  e ause ode  

ne i  not need the in rastru ture to er or  
the Cit s o er ia  an in  nor i  it need 
the o ian e and re u ator  o onents 
re uired or a an  Thou h it is not a e a  
re uire ent  ode  ne shou d o erate ith 

 er ent o  its assets he d as a ita  t  
i ion this ure is  i ion  and it i  

in rease as ode  ne ets ar er  ode  ne 
i  a so need to se ure undin  throu h de t to 

use as a endin  ase that is e ui a ent to the 
si e o  the an  assets ess an  a ita  so  or 
e a e at  i ion in assets and  i ion 
in oans  ode  ne i  need to se ure  

i ion in de t to er or  its endin

Cost Type Average Cost Low and High 
Cost Estimates Description Timeframe

i e at annua  
rea e en

 i ion
 i ion  

ne er 

sti ated asset 
si e or an  to 

rea e en

tart u  osts  i ion
 i ion  

 i ion

Cost or 
sta n  

rea  estate  
te hno o  

in rastru ture

ro i ate  
 ears e ore 
o erations

a an e sheet 
a ita  at annua  

rea e en
 i ion

 i ion  
ne er

Ca ita  
e ui a ent to 

 o  assets 
at rea e en

ear  unti  
o eration eases

Table 9: Estimated Range of Costs Associated with Model One



Table 10: Financial Projections for Model One for the First Ten Years (Low & High Estimates)

Figure 1: Projected Expenses & Revenue Over Time for Model One (Average Estimate)

enses

e enue

 o  ears

 
i

io
n

Value of Net 
Outstanding 

Loans Per Year 
($ million)

Total Assets 
Per Year ($ 

million)

Net Surplus 
e c t  er 

Year - Low 
Range 

($ million)

Net Surplus 
e c t  er ear  
High Range 
($ million)

tart  ears

ear 

ear 

ear 

ear 

ear 

ear 

ear 

ear 4

ear 

ear 

Tota

Ca ita  or a an e heet



Outcomes: The uni i a  an  i  a o  
the Cit  to rein est in the o unit  and 
ser e eo e  usinesses and ro e ts that 
are urrent  underser ed or unser ed  the 
traditiona  an in  industr  ith  i ion in 
oans  the uni i a  an  i  e a e to rin  

 i ion in in est ent to ear  and the ode  
ro e ts the an  an a e a ro i ate   

a orda e housin  oans   ho esa e s a  
usiness oans hi h i  resu t in nu erous 

s a  usiness oans  and  dire t s a  
usiness oans  The Cit  urrent  in ests  
i ion er ear in a orda e housin  t  
i ion in oans  the uni i a  an  ou d add 

another  i ion in endin  that ou d 
re o e on a era e in  to  ears  addin  
another  i ion or so to the  i ion 
in in est ent or a orda e housin  er ear  
This added a orda e housin  i  ha e urther 

u ti ier e e ts ith one ana sis ndin  that 
ui din   renta  a art ents resu ts in  
i ion in o a  in o e   i ion in ta es 

and re enue and  o a  o s  or s a  
usiness endin  the an  ou d add  
i ion in ho esa e oans and  i ion or 

a ro i ate   in dire t oans o ared 
to the a out  oans or a tota  o   i ion 
urrent  issued  the Cit s a  usiness 
e o in  oan und and er in  usiness 
oan und

Risks: The ri ar  ris  asso iated ith ode  
ne is the un on entiona  endin  ort o io it 
i  ursue  and the on ern that the ines o  
usiness as ode ed a o e are unrea isti  or 

unattaina e   ender that er or s endin  
s urned  other an s or that er or s 
endin  at e o ar et rates is ne essari  
ta in  ar er ris s and a  a e hi her de au ts 
than e e ted or a  need to ti hten its 
under ritin  standards and er or  ess endin  
than anti i ated  The ode  itse  in udes 
si ni ant un ertain  a out ho  ode  ne 

i  er or  ith o end esti ates o  start
u  osts and oan osses  the an  a hie es 

sustaina i it  ithin  ears  nder the hi h end 
esti ate  hi h dou es ro e ted oan osses  

ode  ne ne er rea s e en and needs a 
si ni ant su sid  er ear  i ion er ear 
at  i ion in si e to u ards o   i ion er 
ear at  i ion in si e  in er etuit  to sta  

a oat  

The di eren e in the ode  re e ts ho  oan 
oss rates  and in arti u ar a hi her oan oss 
rate than e e ted  an i a t an  o erations 
and s o  or re ent a ath to rea in  e en  
Con erns a out oss rates e o e es e ia  
sa ient as the an  s a es and ust sour e a 
si ni ant nu er o  oans and dea s or its 

ort o io  an  si e as deter ined ased 
on Tas  or e eed a  e ono ies o  s a e 
and a hie in  sustaina i it  rather than si e 
o  ar et de and  t s not ear hether 

er or in   i ion er ear in a orda e 
housin  in est ent o  the t e onte ated in 
the ode  in an ran is o is rea isti  the s a e 
the an  ou d er or  at  i ion in oans  

 ar et de and and the e e ution a a i it  
o  the tea  asse ed to run the an  annot 

eet the s o e o  the uni i a  an  as 
ode ed  the uni i a  an  ou d ha e to 

ad ust its strate  The an  ou d ossi  
han e its rodu t ines or see  o ortunities 

outside o  an ran is o  ithout ad ustin  it 
strate  it a  not e a e to a hie e the s a e 

ode ed or a  o erate at a reater oss than 
the hi h end esti ate  

oan oss rates are arti u ar  hi h or the s a  
usiness endin  ort o io  and in the hi h ost 

esti ate  s a  usiness osses re ent the 
an  ro  e er a hie in  sustaina i it  These 

hi h oss rates ed Tas  or e e ers to 
su est that the an  ou d need to in rease its 
under ritin  standards or this or  or ursue 
an a ternati e ethod o  en oura in  s a  

usiness endin  ather than end dire t  
to s a  usinesses  Tas  or e e ers 
su ested that the uni i a  an  ou d 

  Ca i ornia e is ature  enate i   e tion h  htt s e in o e is ature a o a es i Co areC ient ht i
id

   o arison  the  ousin  e erator und  a non ro t a orda e housin  in est ent und  has in ested o er  i ion in 
a orda e housin  in est ent in nine dea s in a itt e o er its rst ear o  o erations



uarantee s a  usiness oans ade  other 
an s and redit unions  si i ar to the  
uarantee ro ra  or the Ca i ornia Ca C  

Co atera  u ort Ca C  C  ro ra   
uarant  arran e ent a o s the uni i a  
an  and Cit  to en oura e endin  that 
ou dn t other ise ha en ithout re uirin  

the uni i a  an  to ut its o n a ita  into 
the oan or er or  the ad inistrati e tas s 
asso iated ith oan under ritin  ori inatin  
and ser i in

ast  thou h the an  does a hie e a sur us 
under o ost and a era e ost esti ates  
it ne er i  e o e a si ni ant sour e o  
re enue  Thou h under so e esti ates ode  

ne i  a hie e a sur us  e o e se
sustainin  and there ore ontinue to rein est in 
the o unit  inde nite  it i  ne er e o e 
a ar e enerator o  in o e or the Cit  and i  
not e a e to return di idends to the Cit  i e 

an  o  orth a ota does or orth a ota  

Bottom-Line: The rein est ent an  out ined 
in ode  ne ou d su ort a orda e housin  
and s a  usiness endin  in an ran is o  
The ode  ro e ts that it ou d re uire an 
esti ated  to  i ion in start u  osts 
and o erationa  su sidies esti ated at  

i ion ith esti ates ran in  ro   i ion 
to an on oin  o erationa  su sid  o  an  

i ions er ear  e ore it ou d rea  e en at 
 i ion in si e a ter  ears o  o eration 

ith esti ates ran in  ro  a rea e en at 
 i ion in si e at  ears to ne er  The 

an  ou d a so need  i ion in a ita  
at the annua  rea e en oint  hi h ou d 
in rease o er ti e as the an  re  ar er    

Model Two: Divest 

Goals: The oa  o  the i est  ode  is to 
en ision a u i  an  that an eet the Cit s 
ash ana e ent and o er ia  an in  

needs  a o in  the Cit  to a oid or in  
ith ar e an s ith ra ti es the Cit  nds 

o e tiona e   re o in  its an in  ser i es 
ro  ar e o er ia  an s  the Cit  ou d 
ain ore autono  o er ho  its short ter  

de osits are used  The ode  re o es the 
 i ion urrent  he d in an  o  eri a 

a ounts  This ode  does not assu e an  
de osits ro  or i a t on the Cit s Treasurer s 

oo ed n est ent und hi h is a o e tion o  
ount  s hoo  and s e ia  distri t unds hi h 
urrent  ho ds o er  i ion  The one  in 

the oo  o es ro  ta  re enues  ees  edera  
and state o ern ent  and ond ro eeds  

 o  these unds ha e a read  een a o ated 
throu h the ud etar  ro ess and throu h 
oter initiated ond a ro a s and as art o  the 
a ita  an  tate a  and the Cit s in est ent 
o i  shar  i it ho  the Treasurer an in est 

the oo  and in enera  these in est ents ust 
e o  the hi hest ua it  and ost se ure and 

short ter  in duration  or e a e  a ost 
 er ent o  the oo  is urrent  in ested 

in treasuries and edera  a en ies  and o er 
 er ent he d in se urities under  ear in 

duration

Current State: The Cit  urrent  ontra ts ith 
t o ar e or orate an s  an  o  eri a and 

 an  to u  our Cit s an in  needs  
The ees aid to an  o  eri a and  

an  or an in  ser i es tota  a ro i ate  
 er ear  These osts are dedu ted 

ro  the interest the Cit  earns on its de osits  
The interest is a rued on the ni ht   

i ion de osited into the an  these de osits 
are o atera i ed or sa et  hi h are used 
or dai  transa tions and to a  or an in  
ees  The Cit  has an annua  ud et o   
i ion and re uires an in  ser i es i e that 

o  a ar e u ti nationa  or oration  nnua  
an ran is o enerates a ro i ate   
i ion a ent transa tions a ountin  to 

a ro i ate   i ion   The Cit  has o er 
 an  a ounts  and the Cit  ro esses 

  This ure is o er than the one re orted in the o e er  ud et  e is ati e na st s re ort e ause TT  has ta en ste s to 
redu e its an in  ee  re o in  ar ored ar ser i es and su ies ro  the an in  ontra t and osin  underuti i ed a ounts



si ni ant transa tions er ear  in udin  

•  i ion he s de osited 

•   redit ard transa tions or a tota  o  
 i ion er ear

•  out oin  a ents 

•  out oin  ires 

•  in o in  ires 

• ro i ate   C  redits 

• ro i ate   C  de its

or re eren e  the Cit  o  eatt e u i  an  
easi i it  stud  ound that on  a nationa  an  
ith assets reater than  i ion ossesses 

the s a e and a a it  to eet eatt e s an in  
needs  and i en an ran is o s ar er ud et 
and status as a Cit  and Count  it has e en 

reater an in  needs than eatt e  n  a out 
 an s in the ountr  ho d  i ion in assets 

or ore  and ost are ar e o a  an s rather 
than ere  re iona  or nationa  an s

Activities: ode  T o is a uni i a  an  
that a e ts de osits  er or s the Cit s ash 

ana e ent and o er ia  an in  and 
arti i ation endin

City’s Commercial Banking: The uni i a  
an  ou d ser e as the Cit s o er ia  
an er  ro idin  dis urse ents  de osits  
ash ana e ent  a ent ro essin  and 

re ortin  and te hno o  so utions  The 
uni i a  an  i  ho d a out  i ion 

in de osits that are urrent  he d in an  o  
eri a  and under urrent state a  this one  

ust e o atera i ed ia e i i e se urities 
at to  er ent o  its a ue  The an  

ou d har e the Cit   or this or  
e ui a ent to the ees urrent  aid to an  o  

eri a

Participation Lending: The uni i a  an  ou d 
artner ith an s to er or  arti i ation 

endin  here a an  artners on endin  
er or ed  other an s  n this instan e  the 
uni i a  an  ou d initia  ur hase oans 

ori inated  other an s  The oa  o  this 
endin  is to su sidi e the ash ana e ent 
o erations o  the an  as a re inder  an s 

ri ari  a e one   endin  out their 
de osits at a hi her rate than the interest that 
the  a  on those de osits   the uni i a  an  
hose to ur hase oans ro  o a  o unit  
an s or redit unions  this arti i ation endin  
ou d su ort the o a  an in  industr   
ro idin  additiona  i uidit  thou h this is not 

the ri ar  ai  o  the endin  ort o io  The 
ode  esti ates that the a era e si e o  the oan 

is a out  i ion ith a our er ent interest 
rate  a oss rate o   er ent and an 
a era e ter  o   ears   

 The an  i  sti  uti i e nan ia  te hno o  o anies or T s ste s and an ar ored ourier ro ider or trans ortin  urren

 Ca i ornia o ern ent Code  

Lines of 
Business

Loan 
Assets 
at $1B 
($MM)

Percent 
of 

Portfolio 
at $1B

Number 
of Loans 
at $1B

Average 
Size of 
Loan

Average
Interest 

Rate

Loss 
Rates

Average 
Loan 
Term

arti i ation 
endin

 ears

Table 11: Model Two Lines of Business at $1 Billion in Loans



Table 12: Estimated Range of Costs Associated with Model Two

Cost Type Average Cost Low and High 
Cost Estimates Description Timeframe

i e at annua  
rea e en

 i ion
 i ion  
 i ion 

sti ated asset 
si e or an  to 

rea e en

tart u  osts  i ion
 i ion  

 i ion

Cost or sta n  
rea  estate  
te hno o  

in rastru ture

ro i ate  
 ears e ore 
o erations

a an e sheet 
a ita  at annua  

rea e en
 i ion

 i ion  
 i ion

Ca ita  e ui a ent 
to  o  assets at 

rea e en

ear  unti  
o eration 

eases

Operational Components:
To a hie e nan ia  sustaina i it  ode  T o 

ust e  i ion in si e  The ode  ro e ts 
it i  ta e around  ears to rea  e en 
o erationa  or the ear the o esti ate 

ro e ts a sur us a ter  ears  and the hi h
esti ate ro e ts  ears  n the rst  ears  
the ode  esti ates the an  i  need  

i ion in su sidies to aintain o erations 
unti  it an rea  e en and a hie e a sur us 

ith esti ates ran in  ro   i ion to 

 i ion  The an  i  a so need to ho d 
a ita  e ui a ent to  er ent o  assets  at 
east  i ion at  i ion in assets and 
in reasin  ro  there  The an  i  a so need a 
de osit ase e ui a ent to the si e o  the an  
assets ess an  a ita  so  or e a e at  

i ion in assets and  i ion in oans  the an  
i  need to se ure  i ion in de osits to 
er or  its endin  



Table 13: Financial Projections for Model Two for the First Ten Years (Low & High Estimates)

Figure 2: Projected Expenses & Revenue for Model Two Over Time (Average Estimate)

e enue

enses

u er o  ears

 
i

io
n

Value of Net 
Outstanding 

Loans Per Year 
($ million)

Total Assets 
Per Year ($ 

million)

Net Surplus 
e c t  er 

Year - Low 
Range 

($ million)

Net Surplus 
e c t  er ear  
High Range 
($ million)

tart  ears

ear 

ear 

ear 

ear 

ear 

ear 

ear 

ear 

ear 

ear 

Tota

Ca ita  or a an e heet



Outcomes: The uni i a  an  i  a o  the 
Cit  to di est ro  o er ia  an in  artners 
thou h the an  i  sti  uti i e nan ia  
te hno o  o anies or T s ste s and an 
ar ored ourier ro ider  The uni i a  an  

i  a so er or  si ni ant arti i ation endin  
 at  i ion in oans  it i  o er  oans at 

 i ion ea h to su ort its o erationa  osts  

Risks: Thou h the arti i ation endin  
er or ed  the an  in ode  T o is 
uite se ure  there are sti  ris s asso iated 
ith harterin  and o eratin  a di est ent 
ode  an  irst  the an  has si ni ant 

a ita i ation  start u  and o erationa  osts 
and i  re uire ears o  in est ent  the Cit  

e ore it a hie es a sur us  The Cit  ou d 
not on  need to raise one  or start u  
osts and a ita i ation  ut it ust ontinue 

to su sidi e the an  or de ades  e u ators 
a  e re u tant to a ro e a an  that 

re uires su sidies or in e tions or so an  
ears  e ause the endin  ort o io is re ati e  
on ter  ter  it is u nera e to a aturit  

is at h here de osits are o ed at a 
di erent ti e than oans ature  or interest rate 
rises here the an  ust a  ore interest 
on de osits redu in  the a ue o  its endin  

ort o io  ast  a an  that is res onsi e or 
er or in  the Cit s ash ana e ent has no 

roo  or error  t ust er or  the Cit s ash 
ana e ent un tions er e t  e ause an  

o erationa  issues ou d i air the Cit s dai  
un tionin  and resu t in the Cit  not a in  
a ro  or issin  a de t a ent

Bottom-Line:  an  that an er or  the 
Cit s o er ia  an in  un tions and 

arti i ation endin  ust e  i ion in 
si e to a hie e nan ia  sustaina i it  ith an 
a era e  i ion in an  a ita  and  

i ion in start u  osts  The ode  ro e ts 

it ou d ta e the an   ears o  osses ith 
esti ates ran in  ro   to  e ore it 

rea s e en on an annua  asis  and durin  this 
ti e it ou d re uire o erationa  su sidies o  

 i ion ith esti ates ran in  ro   
i ion to  i ion  t  i ion in si e  the 

a era e rea e en oint  the an  ou d u  
 i ion in arti i ation oans to o er its 

o eratin  osts  hi h ou d e uate to o er  
arti i ation oans o   i ion ea h  

Model Three: Combination 

Goals: The oa  o  the o ination ode  is 
a u i  an  that oth di ests  er or in  
the Cit s ash ana e ent and o er ia  

an in   and rein ests in the o unit  
 er or in  a orda e housin  and s a  

usiness endin  

ode  Three re resents the idest s e tru  
o  uni i a  an  a ti ities and rea hes the 
u est otentia  o  a uni i a  an  o  a  three 
ode s  e ause it o ines rein est ent and 

di est ent a ti ities  or so e e ers o  the 
Tas  or e and the u i  an thin  that a s 
short o  oth di est ent and rein est ent does 
not do usti e to the idea o  a uni i a  an   

Activities: ode  Three is a uni i a  an  
that a e ts de osits  er or s the Cit s ash 

ana e ent and o er ia  an in  and 
a orda e housin  and s a  usiness endin  
The a ti ities o  ode  Three o ine the Cit s 
o er ia  an in  in ode  T o ith the rea  

estate endin  ho esa e s a  usiness endin  
and dire t s a  usiness endin  in ode  

ne  s ith ode  ne and ode  T o  
ode  Three i  not er or  retai  an in  or 

usto ers



Operational Components:
To a hie e nan ia  sustaina i it  ode  Three 

ust e  i ion in si e ith  i ion 
in an  a ita  The ode  ro e ts it i  ta e 
around  ears to rea  e en o erationa  or 
the ear the o esti ate ro e ts a sur us in 

 ears  and the hi h esti ate ne er a hie es 
a sur us  urin  these ears o  osses  the an  

i  need an a era e  i ion in su sidies to 

aintain o erations unti  it an rea  e en ith 
esti ates ran in  ro   i ion throu h a 
ontinuous  i ion er ear su sid  The 
an  i  a so need a de osit ase e ui a ent 

to the si e o  the an  assets ess an  a ita  
so  or e a e at  i ion in assets and  

i ion in oans  the an  i  need to se ure 
 i ion in de osits to er or  its endin  

 

Table 14: Model Three Lines of Business at $1 Billion in Loans

Table 15: Estimated Range of Costs Associated with Model Three

Loan 
Assets 
at $1B 
($MM)

Percent 
of 

Loans 
at $1B

Number 
of Loans 
at $1B

Average 
Size of 
Loan

Average
Interest 

Rate

Estimated 
Loss Rate 

(Low-
High)

Average 
Loan 
Term

Real 
Estate 
Lending  
(ADU, 
mezzanine 
debt, 
small sites)

 
ears

Wholesale 
Small 
Business 
Lending

 
ears

Direct 
Small 
Business 
Lending

 
ears

Cost Type Average Cost Low and High 
Cost Estimates Description Timeframe

i e at annua  
rea e en

 i ion
 i ion  

ne er 

sti ated asset 
si e or an  to 

rea e en

tart u  osts  i ion
 i ion  

 i ion

Cost or sta n  
rea  estate  
te hno o  

in rastru ture

ro i ate  
 ears e ore 
o erations

a an e sheet 
a ita  at annua  

rea e en
 i ion

 i ion  
ne er

Ca ita  e ui a ent 
to  o  assets at 

rea e en

ear  unti  
o eration 

eases



Table 16: Financial Projections for Model Three for the First Ten Years (Low & High Estimates)

Figure 3: Projected Expenses & Revenue for Model Three Over Time (Average Estimate)

e enue

enses

u er o  ears
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Value of Net 
Outstanding 

Loans Per Year 
($ million)

Total Assets 
Per Year ($ 

million)

Net Surplus 
e c t  er 

Year - Low 
Range 

($ million)

Net Surplus 
e c t  er ear  
High Range 
($ million)

tart  ears

ear 

ear 

ear 

ear 

ear 

ear 

ear 

ear 

ear 

ear 

Tota

Ca ita  or a an e heet



Outcomes: The uni i a  an  i  a o  the 
Cit  to di est ro  o er ia  an in  artners  
The uni i a  an  i  a so er or  si ni ant 
endin  in the o unit  s in ode  ne  at 

 i ion in oans  the uni i a  an  i  a e 
a ro i ate   a orda e housin  oans  

 ho esa e s a  usiness oans hi h i  
resu t in nu erous s a  usiness oans  and 

 dire t s a  usiness oans  s the an  
s a es u  the a nitude o  its in est ent in the 
o unit  i  si i ar  s a e  

Risks: ntuiti e  the ris s o  ode  Three 
in ude the ris s asso iated ith ode  ne and 

ode  T o  ho e er  these ris s o ound  
e ause ode  Three in udes the hi h osts 

and strenuous de ands asso iated ith 
er or in  the Cit s o er ia  an in  
or  in addition to the ris ier and ore a or

intensi e endin  ort o io  ode  Three 
stru es to a hie e sustaina i it  e ause it 
o ines the hi h start u  and o erhead osts 

o  er or in  the Cit s ash ana e ent ith 
the redu ed ro t resu tin  ro  a o er ar in 

ut hi h i a t endin  ort o io  

The s o ness o  ode  Three s ath to 
ro ta i it  in reases the o erationa  o iti a  

and re u ator  ris s  a h ear  there is on ern 
that the an  i  ose o iti a  su ort and thus 
its su sid  or that re u ators i  inter ene  er 
the ourse o   ears  e ono i  onditions 

a  or e the an  to han e its usiness 
ode  or a  st ie its ro th  dditiona  

the on er the ti e ra e ode ed  the ess 
re ia e the ode  resu ts  

Bottom-Line:  an  that an er or  the Cit s 
o er ia  an in  un tions and rein est ent 
ia a orda e housin  and s a  usiness 
endin  ust e  i ion in si e to a hie e 
nan ia  sustaina i it  ith an a era e  
i ion in an  a ita  and  i ion in start

u  osts  The ode  ro e ts it ou d ta e the 
an   ears o  osses ith esti ates ran in  

ro   ears to ne er  e ore it rea s e en on 
an annua  asis  and durin  this ti e it ou d 
re uire o erationa  su sidies o   i ion 

ith esti ates ran in  ro   i ion to a 
ontinuous  i ion er ear  

Assumptions

 nan ia  ode s re  on a set o  assu tions 
a out ho  a usiness i  o erate and the 

re ai in  e ono i  onditions  To ode  the 
uni i a  an  stru tures out ined a o e  TT  

sta  and the Tas  or e ade a nu er o  
assu tions a out uni i a  an  o erations  
The assu tions are isted e o  ith a rie  
e anation  or ore detai s on the ode in  

ethodo o ies  re er to endi   the 
te hni a  a endi   

Assumption #1: The bank will provide one 
percent return to depositors except in 
Model One. ode s T o and Three ro e t 
that the an s ost o  unds ou d e one 

er ent  eanin  the Cit  and other de ositors 
ou d re ei e a one er ent return on their 

de osits  an  o  orth a ota s ost o  unds 
is  er ent  and ost o unit  an s 
and redit unions tend to ha e a ost o  unds 
around one er ent  t is i ortant to note 
that a one er ent return a  e ess than 

hat the Cit  and other de ositors ou d et 
ro  other an s and in est ents urrent  

the Cit  re ei es a out  er ent on its an  
o  eri a de osits  o e er  other ission
dri en an s that o er si i ar returns note 
that the  ha e no ro e s se urin  de osits 

e ause institutions are interested in su ortin  
their or  ode  ne  hi h a s a an in  
harter  i  ha e to a  a hi her ost o  unds  

esti ated at t o er ent  e ause it ust raise 
de t rather than a e t de osits  and de t 
re uires a hi her rate o  return or in estors  

e ause it is er ei ed as ris ier

  or e a e  e ers o  the edera  o e oan an  o  an ran is o re orted a ost o  unds o   er ent or o e er  
edera  o e oan an  o  an ran is o  Cost o  unds ndi es  htt h s o resour e enter o
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Assumption #2: Models Two and Three 
envision a bank that performs the City’s cash 
management. The uni i a  an s ode ed 
in s enario t o and three en ision a an  that 
ta es o er the Cit s ash ana e ent and 
o er ia  an in  ro  an  o  eri a and 

 an  the Cit s urrent an in  endors  
The uni i a  an  ou d e res onsi e 
or treasur  ana e ent  dis urse ent and 

de osits  and redit ard ro essin  

Assumption #3: No models envision a 
bank that serves as a bond underwriter or 
custodian of the investment pool. side ro  
ash ana e ent and o er ia  an in  

the Cit  a so uti i es ar e o er ia  an s to 
under rite onds  a or  o  de t to und on
ter  ro e ts  and ser e as ustodian o  the 
in est ent oo  ond under riters he  the 
Cit  se  its onds to in estors  and a uni i a  

an  ou d need to e a re istered ro er
dea er and ha e e ertise in a ita  ar ets 

ith a sa es hanne  to er or  this or  This 
e ertise is se arate and a art ro  traditiona  
o unit  an in  i i ar  the ode s do 

not en ision the uni i a  an  ser in  as the 
ustodian o  the Treasurer s oo ed n est ent 
und  e ause it is not ossi e to ease a 
at or  or ustodian or  and the ost to 

de e o  the te hno o  and hire sta  ou d 
out ei h the i ited ee in o e urrent  

 er ear

Assumption #4: The bank will not provide 
any non-lending retail services. The uni i a  

an s ode ed do not o er traditiona  retai  
an in  ser i es or ersona  or usiness ients 

su h as ash ana e ent  de it ards  C  
a ents et  e ause it is di u t to er or  

retai  an in  e  and retai  an in  reat  
in reases in rastru ture and sta n  osts  an s 
t i a  ose one  on ree he in  a ounts  
and an in  e erts noted that ro idin  hi h

ua it  retai  ser i es ou d e ost  To a oid 
this oss  the uni i a  an  i  not o er retai  
ser i es  

Assumption #5: Models include income from 
interest spread and commercial banking 
fees.  t i a  o unit  an  earns a out 

 er ent o  its in o e ro  interest and 
 er ent ro  ees su h as o erdra t ees  

a ount aintenan e ees et  The an  
ode s assu e that re enue o es ro  

interest in o e the s read et een the 
interest har ed on oans and the interest aid 
out on de osits  and the  ee that 
the uni i a  an  har es to the Cit  or its 
o er ia  an in  or  in ode s T o and 

Three  side ro  that ee  the an  does not 
in ude an  ee in o e  The an  i e  i  
har e ees or its ser i es su h as ori ination 
ees  ser i in  ees et  ut these ees are not 

in uded in the ode

Assumption #6: Interest rates for direct loans 
are modeled below-market: nterest rates or 
dire t oans are intentiona  ode ed e o  

ar et rate as the oa  o  the rein est ent 
ode  is to  a s in urrent an in  ra ti es 

and s ur in est ent  Thou h the ode s 
in ude one interest rate er ine o  usiness  
this rate is not ono ithi  it re resents a 

ended rate and rates a  ar  ased on the 
ro e t  and interest rates i  han e o er ti e 

as the e ono i  onditions and ar et rates 
han e

Assumption #7: Loss rates are modeled 
based on industry comparisons but may 
be higher given a riskier portfolio: To the 

a i u  e tent ossi e  the an  ode s 
uti i e oss rates ased on industr  o arisons  

e ause so e o  the uni i a  an  ode s 
en ision a ris ier endin  ort o io  a  oss rates 
are ran es  to re e t that the oss rate a  e 
hi her than industr  o arisons  

Assumption #8: Source of capital is not 
e e  The an  ode s identi  an esti ated 

a ount o  a ita  that is re uired to su ort the 
an s o erations  The sour e o  the a ita  is 

not de ned  and the ode s do not de end on 
a ita  o in  ro  an  arti u ar sour e

  C aes   e e er   an s ose i  on ree he in  an rate o  etrie ed ro  htt s an rate o nan in
an in an s osin i on ree he in .
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Assumption #9: Source of deposits is not 
e e  The an  ode s identi  an esti ated 
a nitude o  de osits that is re uired to 

su ort the an s endin  ort o io  The sour e 
o  these de osits is not identi ed  and the 

ode s do not de end on de osits o in  ro  
an  arti u ar sour e  ho e er  the an  i  not 

ro ide retai  an in  ser i es e e t to the 
Cit  so the de ositors ust e o orta e 
usin  the an  as a sa in s a ount rather than 
a he in  a ount  The an  a  need to a  
a s i ht  hi her return to de ositors  e ause it 
see s on er ter  de osits  

Assumption #10: The bank will keep ten 
percent of funds liquid. s noted a o e  an s 

ri ari  a e one   endin  de osits 
out at a hi her interest rate than the  a  to 
de ositors  o e er  an s t i a  do not end 
out a  their assets and ee  so e on hand as 
ash or other hi h i uid assets  i i ar  the 
uni i a  an  is ode ed as endin  out  
er ent o  assets and ho din  ten er ent o  

assets in i uid assets  

  This i uidit  e ains the distin tion ade in the ode s e o  et een the si e o  the an  or e a e   i ion in assets  and the 
si e o  the endin  ort o io or e a e   i ion in oans



What Are 
the Policy & 
Operational 
Considerations 
Around Forming 
a Bank?
The ro osed ines o  usiness and uni i a  

an  ode s resented a o e are not eant 
to e the na  ord on the o tions a ai a e to 
the Cit  in reatin  a uni i a  an  nstead  
the  i ustrate se era  dire tions  an  ersus 
non an  entit  di est ent ersus rein est ent 
 a an  ou d ta e and out ine the osts  
ene ts and ris s asso iated ith uni i a  
an in  n de e o in  and ana in  these 
ode s as e  as the ste s ne essar  to reate 

a uni i a  an  a nu er o  i ortant o i  
onsiderations e er ed  This se tion hi h i hts 

the a or o i  uestions that re ain around 
reatin  a uni i a  an  that an he  ans er 

the uestion o  hether a uni i a  an  is a 

ood o i  idea  

ased on the uni i a  an  ode s  the Cit  
ou d need to raise at east  i ion in 
a ita  and nd u ards o   i ion in de t 

or de osits   a or o i  uestion e o es  
here an the Cit  nd undin  or a ita i ation 

and de osits  

Sources of Bank Capital 

General Fund Appropriation
The ost strai ht or ard a  to se ure a ita  
is or the oard o  u er isors and the a or 
to a o ate unds ro  the enera  und durin  
their standard ud et ro ess  Thou h the Cit  
has a ud et o   i ion  on  a out  

i ion o  that one  is dis retionar  as the rest 
e on s to enter rise de art ents or is set 

aside or s e i  oter andates  That  
i ion ust und a  non enter rise de art ents 

and Cit  o erations  The oard o  u er isors 
and the a or or  to ether to deter ine 
ho  to a o ate this undin  and the a ita  
or a uni i a  an  ou d o ete a ainst 

other ressin  undin  de ands   this 
 i ion   i ion ent to the e o  

ono i  and or or e e e o ent  
hi h su orts e ono i  de e o ent and 

s a  usiness endin  and  i ion ent 
to C  hi h su orts a orda e housin  
and e ono i  de e o ent  era  the Cit  

  ased on the Cit s Co rehensi e nnua  inan ia  e ort C  there ere dis ussions at the Tas  or e eetin s and a on  
ad o ates a out hether the Cit  as runnin  a sur us  and there ore has si ni ant una o ated unds that ou d e used to a ita i e 
a uni i a  an  n short  aside ro  one or t o undin  sour es urrent  he d in ase o  an e er en  there is no una o ated one  
that ou d e used to a ita i e a uni i a  an  is ussions a out una o ated unds entered around the unds isted in a e  
de ned ai a e or ro riations  hi h in udes nassi ned unds  or  i ion in nassi ned  enera  eser e  as 
initia  reated to address urrent ear needs unanti i ated in the ud et  and ater as u dated to au ent the e ono i  sta i i ation 
reser es  d in Code   o erns the use o  these reser es   used  it ust e re enished in the ne t ear un ess the Cit  is a 
re ession s enario  The oard an sus end this ro ision or one ear  a  ote  The  i ion nassi ned  ud et or use in 
s a  ear  has a read  een a o ated or  ia the Cit s t o ear ud et ro ess  n  one  ta en ro  this oo  
i  ut urrent  a ro riations  The  i ion in nassi ned  Contin en  or s a  ear  as ado ted  the 
oard o  u er isors to address otentia  han es in edera  i a ts and C  han es   re ains a ai a e  thou h use o  these 

unds ou d i it the Cit s a i it  to address a ut in o era e or re ea  o  the C  The  i ion nassi ned  ai a e or uture 
a ro riations  is the und a an e at the end o  s a  ear  This one  is ro e ted to o er short a s and not a ai a e or 
a ro riation  Cit  and Count  o  an ran is o  e o  Contro er   Co rehensi e nnua  inan ia  e ort ear ended June 

  etrie ed ro  htt s s ontro er or sites de au t es o u ents ountin CC C no
o er redu ed o ressed d .

  The an ran is o oard o  u er isors  Cit  and Count  o  an ran is o ud et and ro riation rdinan e is a  ear ndin  June 
  and is a  ear ndin  June   etrie ed ro  htt s s o e istar o ie ash

C .



s ends  i ion on a orda e housin  er 
ear  thou h so e o  this undin  o es ro  

non dis retionar  sour es i e the ousin  Trust 
und

Philanthropy
The an  ou d a so see  out ri ate 

hi anthro i  donations or a ita i ation  The 
a or ene t is that hi anthro i  do ars need 

not o e at the e ense o  other Cit  riorities  
t ou d e i ortant to nd ission a i ned 
hi anthro i  sour es so that the an  ou d 

re ain o used on o unit  oa s  and the 
hi anthro i  undin  shou d not i a t the 
an s a i it  to e inde endent  

Crowdfunding 
ast  the an  ou d use ro d undin  

so i itin  one  ro  the o unit  to 
a ita i e a an  The ost a ous e a e 

o  ro d undin  is the reen a  a ers 33 
and the Cit  ou d use se era  e hanis s to 
ro d und a ita  ro  o unit  in est ent  
 the Cit  a e ts hi anthro i  one  or 
ro dsour ed one  or uses an  third art  
one  aside ro  its o n  it i  need to reate 

a an  ho din  o an  to o n the an  This 
additiona  e e  o  re u ator  stru ture a  
in rease the osts and o e it  o  harterin  
a uni i a  an

Sources of Funds That Can’t Be Used 
for Bank Capital 

Bonds
The Cit  annot use a enera  o i ation ond 

issuan e to a ita i e a uni i a  an  e ause 
onds are i ited  the tate Constitution to 

s e i  uses  e tion  o  rti e   o  the 
Ca i ornia tate Constitution i its the use o  

enera  o i ation onds to the a uisition 
or i ro e ent o  rea  ro ert 34 Thou h a 

uni i a  an  a  itse  in est in rea  estate 
ro e ts  the ond i  e used or an  a ita  

and ou d not ua i  as the a uisition or 
i ro e ent o  rea  ro ert  

Pooled Investment Funds
The Treasurer s oo ed n est ent und ho ds 

one  that has a read  een a ro riated in 
the ud etar  ro ess and is not re uired or 
the i ediate needs  o  the Cit  as e  as 

one  that e on s to other entities su h as 
the an ran is o ni ed hoo  istri t and 
Cit  Co e e   o  the unds ha e a read  

een a o ated throu h the ud etar  ro ess 
and throu h oter initiated ond a ro a s 
and as art o  the a ita  an  The Ca i ornia 

o ern ent Code shar  restri ts the t es 
o  in est ent the Treasurer an a e ith the 
und   in est ents ust e ess than e 
ears in duration and ust e o  the hi hest 
ua it  tate a  does not er it the Treasurer 

to ur hase or in est or orate sto  and 
so the Treasurer urrent  a  not use the 
Treasurer s oo ed n est ent und to o n 
or orate sto  and a ita i e a u i  an  

Sources of Deposits

side ro  a ita i ation  a uni i a  an  a so 
needs u ards o   i ion in de osits  and 

  The an ran is o e o  the a or  u ust  a or ondon reed i ns ud et Tar etin  o e essness  ousin  treet 
C ean iness  and u i  a et  ress e ease  etrie ed ro  htt s s a or or arti e a or ondon reed si ns ud et tar etin
ho e essness housin street ean iness and u i .

  The reen a  a ers ha e een a u i  o ned non ro t or oration sin e  and has raised a ita   se in  sto  in e 
di erent o erin s  Toda  o er  e ers o  the u i  o o n the reen a  a ers ia o on sto  This sto  is not sto  
in a traditiona  sense  it does not in rease in a ue  it does not a  di idends  and it annot e reso d e e t a  to the ran hise  
aunders   Januar    re the reen a  a ers the orst to  in eri a  a  treet Journa  etrie ed ro  htt s o s
s o tota return are the reen a a ers the orst sto in a eri a .

 Ca  Const  art     

 Ca i ornia o ern ent Code  

 Ca i ornia o ern ent Code   an ran is o Cit  ttorne s e  e orandu  re  uni i a  an  or ation



this undin  ou d o e ro  the Cit  ri ate 
usinesses  and ar e institutions

City Funds
e osits ou d o e ro  a enera  und 

a ro riation  ro  the  i ion the Cit  
urrent  ho ds in o erni ht de osits in an  

o  eri a  or ro  the Treasurer s oo ed 
n est ent und ia erti ates o  de osit 
si i ar to the urrent a e  ound and o a  

ro ra  tate a  re uires that o ern ent 
de osits e o atera i ed and i ited to the 
a ount o  a ita  that the an  ho ds  The 

 i ion urrent  he d in the an  o  
eri a a ount are used dai  to a  the Cit s 

o i ations  and so the Cit  ust e a e to 
re  on their a ai a i it  and i uidit  or e se the 
Cit s nan ia  e ein  ou d e ad erse  
i a ted

Other Institutions
The an  ou d a so a e t de osits ro  
institutions su h as other o ern ents 
thou h one  a  need to e o atera i ed  
oundations  hos ita s and uni ersities  as these 

or ani ations a  ant to su ort the an s 
ission  The an  ou d o er a reasona e 

return on a ounts rather than retai  ser i es  
an  ission oriented o a  o unit  

an s note that the  do not ha e an  trou e 
attra tin  de osits  e ause onsu ers ant 
a non a  treet a ternati e to ho d their 

one   the uni i a  an  does not o er 
retai  ser i es  thou h  the return to de ositors 

a  need to e hi her than the one er ent 
urrent  ode ed  

How Should Bank Governance Be 
Structured?

The uni i a  an  u ti ate  e ists to ser e 
the Cit  and ta a ers  and so the o ernan e 
stru ture shou d i e  in ude oth o ern ent 
and iti en re resentation  o e er  it is e ua  
ru ia  that a uni i a  an  o erate as a sound 
usiness  inde endent ro  the o iti a  ro ess 

and o iti a  ressures  The C has e ress  
noted that a i ations ro  u i  an s i  

e e a ined ose  e ause u i  an s 
resent uni ue su er isor  on erns that 

do not e ist ith ri ate  o ned de ositor  
institutions  nternationa  o iti a  ressure 
has re orted  i aired the o eration o  u i  

an s   uni i a  an  in an ran is o a  
e si i ar  u nera e to on i t et een an  

eadershi  and u i  ures  Cit  o ern ent 
i e  shou d not ha e a a orit  or a er ei ed 

a orit  o  the an  o ernin  od  and 
the rest o  the oard shou d e o osed o  

e res e ted  inde endent e erts ith a 
a round in an in  and nan e  

es ite on erns re ardin  o iti s  it is 
i ortant that the or  o  the uni i a  an  
do etai  ith the Cit s or  and riorities  The 
Cit  i  i e  e the ri ar  in estor in the 

an  and the uni i a  an  e ists to in est in 
the o unit  and ser e ta a ers  t ti es  
the an  a  need to artner ith the Cit  
or e a e  i  the uni i a  an  is ro idin  
oans on an a orda e housin  ro e t  it ust 
ensure that the Cit  has se ured and an en or e 
the de e o er s o it ent to a orda i it   

  Ca i ornia o ern ent Code   Ca i ornia o ern ent Code  

  The C tate ent o  o i  states  or e a e  e ause o  their u ti ate ontro   the o iti a  ro ess  su h institutions ou d raise 
s e ia  on erns re atin  to ana e ent sta i it  their usiness ur ose  and their a i it  and i in ness to raise a ita  arti u ar  
in the or  o  true e uit  rather than o ern enta  trans ers  edera  e osit nsuran e Cor oration  tate ent o  o i  on 

i ations or e osit nsuran e  etrie ed ro  htt s di o re u ations a s ru es ht

  The head o  o enia s u i o ned an  o a u ans a an a  resi ned in  due to o iti a  inter eren e  and his 
su essor resi ned a ear ater itin  si i ar reasons  i i ar  a stud  o  u i  an s in  ountries ound that an s that e erien e 

o iti a  inter eren e de ned as a han e in an  e e uti es a ter e e tions  ha e orse nan ia  er or an e  thou h the i a t is 
reater in de e o in  ountries  e net   to er   n an in  hou d There e a u i  tion  essons ro  o enia s 
u i  an in  Crisis  The e  or  Ti es  etrie ed ro  htt s n ti es o roo orde ate shou d states o erate
u i an s essons ro s o enias u i an in risis  hen  C  and in  C  ri   h  o ern ent an s under er or   
o iti a  inter eren e ie  Journa  o  inan ia  nter ediation  etrie ed ro  htt s s ien edire t o s ien e arti e ii

.



The o ernan e stru ture ust not on  a an e 
o iti a  inde enden e ith otentia  Cit  
artnershi  ut a so ensure the an  oth 

turns a ro t and re ains true to its ission  
s du iaries o  the or ani ation  the oard 

o  ire tors ust a t in the est interest o  
the an  and the shareho ders  en i  the 

an  is stru tured as a ene t or oration  
the oard ust sti  re uire that the an  e 
s a  rudent and on a ath to sustaina i it  
t the sa e ti e  the oard ust ensure that 

the an  adheres to its ission and does not 
en a e in ission ree  or or o the ission 
to ursue reater ro ta i it  The o ernan e 
stru ture and or ation do u ents shou d 
in ude ro isions to ensure that the an  an 

oth a hie e a sur us and o erate rudent  
hi e si u taneous  o in  ith its ission  
ut the on i t et een ursuin  ro ta i it  

and so ia  oa s i  i e  re ain throu hout 
an  o erations  ti ate  an  o ernan e 

and eadershi  ust u  a e t this on i t 
and ensure that a o it ent to oth so ia  

ood and s a  sustaina i it  is a ed into 
the stru ture o  the an  and that a  an  
sta eho ders are o itted to a in  the 
hard de isions ne essar  to ensure the an s 
on oin  ia i it  

What Are the Tensions Between a 
Municipal Bank and the Treasurer’s 
Role?

er tate a  a Count  Treasurer has one 
o erridin  riorit  to ensure the unds in his 
or her ustod  re ain se ure and rote ted  
This re uire ent a ies e ua  stron  to 
the one  he d in the Cit s ash ana e ent 
a ounts ith an  o  eri a and the one  
he d in se urities in the Treasurer s oo ed 
n est ent und  n  ran e Count  
ed or an ru t  e ause o  re ess 

in estin   the Count  Treasurer  e ause o  
this an ru t  ount  ro ra s ere ut  

ser i es ere redu ed  and u i  e o ees 
ost their o s  n the a e o  the ran e 
Count  an ru t  and to re ent a si i ar 
atastro he in the uture  er  stri t riteria 
ere odi ed to o ern ho  ount  treasurers 
an ana e u i  unds  er state a  and the 

Cit s in est ent o i  the Cit s to  riorit  
ust a a s e reser in  the sa et  o  the 
rin i a  o o ed  eetin  i uidit  needs  

and on  then re ei in  a reasona e ie d  
urther  ount  treasurers ust re uire an  

de ositor  entit  ro ide o atera i ation o  at 
east  er ent  This is a riti a  sa e uard o  
the u i s one  ithout o atera i ation  

ar et u tuations ou d ris  the sa et  o  
ta a er unds  and the Cit s a i it  to a  or 
ita  ser i es

ti ate  a ount  treasurer a  on  ut 
one  in a uni i a  an  i  it eets the sa et  

i uidit  and ie d re uire ents andated 
under state a  an  o  the arriers to a 

uni i a  an   o atera i ation o  u i  
de osits  i its on de osits to a ita  o  the 

an   e ist to rote t the Cit s one  
one  that is u  o atera i ed annot e ost 

in the e ent o  a an  ai ure  hi e u i  an s 
thri e around the or d  an  ai ure is a a s 
a ris   or oth u i  and ri ate an s  The 

uni i a  an s ode ed a o e a  ose a 
hi her ris  o  ai ure than traditiona  o unit  

an s or the an  o  orth a ota  e ause 
the  an to er or  e o ar et endin  to 

ro e ts and indi idua s re e ted  traditiona  
an s  hi e a uni i a  an  ou d e 
o erned and onitored  u ti e re u ators  

the de ision o  hether a uni i a  an  is sa e 
enou h or the Cit s one  is u ti ate  e t u  
to the Treasurer  n in estin  and sa e uardin  
the Cit s one  a ount  treasurer ust a t 

ith the are  s i  ruden e  and di i en e
that a rudent erson  ou d use  The er  
thin  that a es a uni i a  an  attra ti e to 
the Cit  in  a s in ser i e and rein est ent  

 Ca i ornia o ern ent Code   Ca i ornia o ern ent Code  

  Ca i ornia o ern ent Code    Trustees o ered  this ru e in ude  a  o ernin  odies o  o a  a en ies or ersons 
authori ed to a e in est ent de isions on eha  o  those o a  a en ies in estin  u i  unds  d



a  on i t ith the Treasurer s ro e and riorit  
in sa e uardin  the undin  i en the hi h 
osts  i  so ethin  oes ron  ta a ers 
ou d ose their one  and Cit  ser i es and 

e o ees ou d e i a ted  it is ru ia  that 
the Cit  ensure that a uni i a  an s stru ture 
and ines o  usiness a i n ith a ount  
treasurer s andate

What Are Other Options Aside from 
Creating a Municipal Bank?

Creatin  a uni i a  an  is a ost  and ti e
intensi e endea or  e ore de idin  hether 
to reate a uni i a  an  the Cit  ou d a so 
onsider a ternati e ro ra s and o i ies 

that ou d ser e si i ar ai s as a uni i a  
an  en i  the Cit  hooses to o or ard 

and reate a uni i a  an  it i  i e  ta e 
at east three ears to et a an  that is u  
o erationa  n the interi  there are an  
o ortunities or the Cit  to a hie e its oa s  
These initiati es and ro ra s are ai ed 
at arious out o es  so ia  res onsi e 

an in  s a  usiness endin  and un  and 
under an ed indi idua s  o e o  these 

ro ra s in o e so e or  o  one  trans er 
or endin  ut do not re uire the Cit  to 
harter or o erate a an  The  re uent  ta e 

ad anta e o  or ani ations and or  that is 
a read  ha enin  a i itatin  endin  rather 
than o etin  dire t  to a e the oans  

ortunities are as o o s

Other Bank Options
side ro  ode s ne  T o and Three 
resented a o e  Tas  or e e ers had 

a nu er o  ideas or other uni i a  an  
stru tures  Thou h the Tas  or e and sta  
hose not to ursue an in de th ana sis o  

these ode s  the o o in  se tion ro ides 
a rie  o er ie  o  these ode s and otentia  
osts as e  as ene ts o  ursuin  the

•  Partner t  a tec  to re ce ba k 
costs: e era  e ers o  the Tas  
or e ere interested in in esti atin  

o ortunities or nan ia  te hno o  
nte h  o anies to artner ith the 

an  and he  dri e do n uni i a  an  
osts  arti u ar  the osts asso iated 
ith er or in  the Cit s o er ia  
an in  or e a e  Tas  or e e ers 

su ested that the an  ou d ro ide the 
ront end o  a uni i a  an  and uti i e a 
nte h to ro ide the ost  in rastru ture 

and a end o  the an  TT  sta  et ith 
and s o e to an  nte hs o eratin  in the 

a  rea and around the ountr  see in  
o anies to o a orate ith  n enera  

the nte hs that the Cit  en ountered ere 
una e to a o odate our needs  an  

ere too s a  and a ed the a i it  to 
s a e u  thers hand ed on  e e troni  

a ents and did not ha e a ash so ution  
hi h is ne essar  i en the hi h o u e 

o  ash that the Cit  hand es on a dai  
asis  ast  an in  sta  ere on erned 

a out ro idin  essentia  un tions to a 
ne  and untested o an  or te hno o  
as o erationa  issues or it hes ou d 
i air Cit  un tionin  and resu t in serious 
ad erse out o es i e the Cit  ai in  to 

a e a ond a ent or issin  a ro  
es ite these on erns  nte hs sti  o er 

si ni ant ro ise and ha e the otentia  
to re o utioni e the an in  industr  There 

a  e e istin  nte h o anies that 
ou d he  a uni i a  an  ser e as the 

Cit s an er in a ore e ient and ess 
ost  anner   the ri ht o an  doesn t 

e ist no  there ertain  i  e ore 
o ortunities in the uture  The ro ise 
o  nte hs su est that T osts or a 

uni i a  an  ou d de rease o er ti e as 
te hno o ies i ro e   

•  Acquire a local community bank: ather 
than reate and harter a ne  an  se era  
Tas  or e e ers su ested that the 
Cit  ou d a uire a o a  o unit  an  

uirin  a an  has se era  ene ts  t 
e i inates the need or the Cit  to reate 
a  the in rastru ture or a an  in udin  
a uirin  C insuran e  a state harter  
and in or ation te hno o  s ste s  

oreo er  i  the Cit  ere to a uire an 
e istin  an  it ou d a uire the an s 



de osits and oan ort o io hi h ou d 
otentia  hasten the ath to ro ta i it  
n the other hand  a on ern a out 

a uirin  a an  is that it a  not e 
a e to a o ish either di est ent or 
rein est ent initia   o a  o unit  

an  i  not ha e the in rastru ture to 
ser e as the Cit s an er initia  and 
its oan ort o io i e  i  not at h u  
to o unit  oa s  n a t  or so e 

an s  their outstandin  oans a  e 
ore o  a ia i it  than an asset  e ause 

these oans a  e ris  and not in ine 
ith the a ues o  a uni i a  an  
otentia  ea in  the uni i a  an  in the 

un o orta e situation o  ta in  ad erse 
a tion on ro e ati  or redator  oans   

o e er  o er ti e  the an  ou d ui d 
the in rastru ture ne essar  to ser e as 
the Cit s o er ia  an er and e o e 
its oan ort o io to eet rein est ent 

oa s  The ost to u  a an  i  de end 
on a ariet  o  a tors  the si e  assets  
a ita i ation  a i ities  ro e ted re enue 

and T in rastru ture o  the an  n enera  
thou h  the Cit  ou d e e t to a  the 
net orth o  the an  a ita i ation  us 
a re iu  one e ert ut the re iu  
at a ro i ate   er ent  There are 
si ni ant due di i en e and re u ator  
hurd es asso iated ith u in  a an  and 

an  e erts autioned that a uirin  a 
an  ou d not ne essari  e aster than 
reatin  a ne  an  

•  Create an investment bank: o e 
e ers o  the Tas  or e e t stron  

that a uni i a  an  shou d o us ore on 
in rastru ture and under rite the Cit s ond 
issuan es  or so e e ers this or  

ou d o ur instead o  o er ia  an in  
hereas or others  the in rastru ture endin  

and under ritin  ou d o ur in on un tion 
ith o er ia  an in  and endin  To 

e o e a ond under riter  the uni i a  
an  ou d need to e o e an in est ent 
an  and a re istered ro er dea er  t 
ou d need to hire sta  that ha e e ertise 

in a ita  ar ets and a sa es hanne  
to in estors and ho are i in  to or  
or o er a  or a uni i a  in est ent 
an  rather than a traditiona  in est ent 
an  t ou d a so ha e to eet a hea  
o ian e urden ith thornier on i t

o interest issues and a  ha e to in ids 
to under rite the Cit s onds  de endin  
on hether the Cit  uses a o etiti e or 
ne otiated ro ess  Creatin  a uni i a  
in est ent an  ou d a o  the Cit  to 
redu e or e i inate its re ian e on a  
treet in est ent an s or its under ritin  
or  and ou d redu e or e i inate the 

ees it urrent  a s to those an s  
nder ritin  onds ou d rin  in a sour e 

o  re enue or the uni i a  an   rates 
or under ritin  ar  ro  a out  to  
er ent o  tota  issuan e in Ca i ornia  
a in  a uni i a  an  under rite onds  

thou h  ou d sti  resu t in the Cit  ta in  
on de t to er or  ar e uni i a  ro e ts  
and u ti ate  that de t ou d i e  sti  e 
he d  institutiona  in estors and hi her
in o e househo ds 43 ta  ere una e to 

ode  the osts and ene ts o  the Cit  
reatin  an in est ent an  and er or in  

its o n under ritin  e ause the  did not 
ha e the a round or e ertise ne essar  

•  Support efforts to create a state or 
regional public bank: e ers o  the Tas  
or e a so su ested that the re ort in ude 

a ode  or a state ide or re iona  u i  
an  n Ca i ornia  there are nu erous 
ro osa s or state an s in udin  the tate 

Treasurer s easi i it  stud  or a u i  an  
ser in  the anna is industr  and a ro osa  
to turn the tate n rastru ture an  an  
into a de ositor  institution   u  nan ia  

  hae er  Ti  e ruar    ersona  inter ie   u i  inan e to er   Cost o  ssuan e o er oint s ides  
etrie ed ro  htt s treasurer a o dia se inars da d .

  uni i a  e urities u e a in  oard  Trends in uni i a  ond nershi  etrie ed ro  htt sr or sr d s
rie Trends ond nershi d .



ode  or a state or re iona  u i  an  is 
e ond the s o e o  this stud  o e er  

there i e  ou d e nu erous ene ts to 
a state  or re iona e e  u i  an  that 

ou d he  ith the an s s a e  sa et  
and i a t   an  that ser es a ar er 
area i  i e  e a e to s a e aster and 

e o e ar er e ause it ou d a re ate 
de osits ro  nu erous urisdi tions  The 
ar er si e o  the an  ou d redu e its 
osts or er or in  ertain or  throu h 

e ono ies o  s a e  and ou d i e  a e 
it easier and hea er to er or  o er ia  

an in  or the Cit  and other o ern enta  
ients   an  ith a roader eo ra hi  

rea h a so ou d e ess on entrated in 
a i en area and ou d s read its endin  
a ti it  out o er a roader re ion  a in  
it ess u nera e to o a  e ono i  sho s  
ast  a ar er an  that ser es a re ion 

or the state ou d ha e a reater o era  
i a t on the e ono  There are a so so e 
dra a s asso iated ith a re iona  or 
state an   re iona  or state an  ou d 
o er the Cit  ar ess ontro  o er out o es  
and a re iona  an  a  need to ha e a 
o i ated o ernan e stru ture to ensure 

a  sta eho ders are ade uate  re resented  
e erthe ess  an  Tas  or e e ers e t 

stron  that a state or re iona  an  ou d 
est a hie e the oa s o  the Tas  or e in 

an e ient anner

Socially Responsible Banking
 a or reason e is ators and ad o ates are 

interested in a uni i a  an  is e ause there 
is a stron  understandin  that the urrent 

an in  s ste  is not ene ia  or our Cit  and 
its residents  There are nu erous o ortunities 
or the Treasurer to use his o er to en oura e  

ad o ate and in enti i e han es in the an in  
industr  ia the o er o  the urse and the u  

u it ithout reatin  a uni i a  an  These 
o tions in ude

•  Expand socially responsible banking 
indicators in the City’s banking RFP: 
n  the Cit  as one o  the rst 
urisdi tions to in ude so ia  res onsi e 

an in  indi ators in the Cit s an in   
This ra ti e has s read a ross the ountr  
The Cit  shou d ontinue to in ude so ia  
res onsi e an in  and shou d in rease 
its ro inen e in uture s and onsider 
e andin  the riteria to in ude a roa ti e 
re uire ent that the Cit s an in  artners 
o er rodu ts and ser i es or arti i ate in 
Cit  ro ra s

•  In-source mail and check processing from 
commercial banking partners: Current  
TT  er or s so e or  i e the Cit s 
o er ia  an in  artners  in udin  

o eratin  o o es hi h re ei e and 
ro ess Cit  a ents  The Cit  ou d 

in esti ate usin  TT  and other Cit  sta  to 
er or  ai  and he  ro essin  or  and 

o o  o erations urrent  ontra ted to 
ar e o er ia  an s

•  Continue to break up the City’s banking 
RFP: rea in  u  the Cit s an in   
a o s s a er o unit  an s and redit 
unions to id on the o ortunit  to ro ide 
the Cit s an in  ser i es  otentia  
a o in  the Cit  to redu e its re ian e on 
ar e a  treet an s  n  the Cit  o  
os n e es re uested res onses to its  

that ou d a o  or its an in  usiness to 
e ro en into si  re ationshi s  The resu t 

o  this  is sti  outstandin  n  the 
Cit  is re o in  t o ie es o  usiness ro  
the an  o  eri a ontra t  hi h i  
redu e the ees  o er  er ear  

o in  or ard  the Cit  shou d onsider 
o ortunities to urther rea  u  its an in  

 to en oura e iddin  ro  s a er 
an s and redit unions hose a ues are 
ore in ine ith the Cit s

•  Expand work on awareness regarding 
banks and consumer protection: The 

e o  inan ia  o er ent ithin TT  
urrent  or s ith an s and ad o ates 

to reate a nan ia  s ste  that or s or 
a  residents in our Cit  This or  an e 
e anded to in ude a s orin  e hanis  
to rate nan ia  institutions and rodu ts  
and otentia  to reate a e hanis  to 



o e t  in esti ate and address onsu er 
o aints

•  Advocate for banking sector reforms: 
Treasurer Cisneros has a ti e  ou ht 
or re or s to the an in  se tor to he  
an ran is o residents  e att ed he  
ashers and has en oura ed o a  usinesses 

to o e to ards dire t de osit and other 
odern inno ati e a ro  so utions  and he 
roa ti e  too  a stand a ainst e s ar o 

a ter earnin  the  en a ed in ides read 
i e a  ra ti es  The Treasurer and the Cit  
as a ho e shou d ontinue to ad o ate or 

an in  se tor re or s  usin  the o er o  
the u  u it to ht uns ru u ous and 

redator  eha ior and to ro ote a ore 
e uita e and in usi e nan ia  s ste

Community Investment
an  Tas  or e e ers and ad o ates are 

interested in u i  an in  or rein est ent 
 a s to see the Cit s one  e era ed or 
o unit  oa s  hi e a uni i a  an  an 
ro ote o a  o unit  in est ent  there are 

a so non an  o ortunities  su h as

•  Expand Safe, Sound and Local: a e  
ound and o a  hi h aun hed in to er 

 a es u  to  i ion er ear 
o  the Count s oo ed n est ent und 
a ai a e or in est ents in an s  redit 
unions and C s o ated in an ran is o 
that are a ed  etters o  redit issued 

 the edera  o e oan an  o  an 
ran is o  TT  an ontinue to ro ote 

the ro ra  to in rease arti i ation  
arti u ar   o a  C s  and shou d 

in esti ate e andin  the ro ra

•  Create non-bank lending programs: The 
oard o  u er isors and the a or ou d 
onsider a ro riatin  undin  and reatin  

a o unit  in est ent und to er or  
endin  in the an ran is o o unit  

e i a  this endin  ehi e ou d 
ursue the ines o  usiness identi ed  the 

Tas  or e and sta  su h as oans or s 
and  ontra tors  ther urisdi tions ha e 
reated si i ar oan unds  or e a e  

the Chi a o Cit  Coun i  reated a  
i ion Chi a o Co unit  Cata st und 

to in est in s a  usiness and rea  estate 
de e o ent in o to oderate in o e 
o unities ia a und to und ode 44 
i i ar  er ont reated the o a  

n est ent d isor  Co ittee to er or  
o a  endin  in in rastru ture  rene a e 
ener  ener  e ien  and housin  and 
the state e is ature authori ed the Treasurer 
to use u  to ten er ent o  the state s 
a era e dai  ash a an e o   i ion  
to er or  o a  in est ents

Small Business Lending
side ro  enera  o unit  in est ent  Tas  
or e e ers and e ers o  the u i  
anted a uni i a  an  to su ort s a  
usinesses and ro ote s a  usiness endin  
o e interi  so utions in ude

•  Sign on to the Small Business Borrowers’ 
Bill of Rights: The es onsi e usiness 
endin  Coa ition  a net or  o  or ro t 

and non ro t enders  ro ers and s a  
usiness ad o ates has reated a si oint 
i  o  ri hts or s a  usiness orro ers  

The Cit  ou d a so e o e a si nator  
oinin  or ani ations i e ion  a i  
Co unit  entures  and the ationa  
ea ue o  Cities

•  Better publicize existing small business 
lending programs and CDFIs: San 
ran is o is ho e to a ro ust e os ste  

o  s a  usiness su ort ro ra s and 
enders  su h as C s  The Cit  an or  to 
etter u i i e e istin  endin  ro ra s 

and C s and otentia  e ore the 

  atus a   Ju    Chi a o o its  i ion to in est ent und ai ed at o in o e areas  Chi a o Tri une  etrie ed 
ro  htt s hi a otri une o ne s t hi a o ata st und et stor ht .

  tate o  er ont e o  the tate Treasurer Januar    o a  n est ent d isor  Co ittee C  e ort  etrie ed ro  
htt s er onttreasurer o sites treasurer es ash in est ents o a in est ent ad isor o ittee su ortin ateria s

C e ort d .



43

reation o  a s a  usiness endin C  
at hin  ro ra  to a o  s a  usinesses 

to deter ine hi h C  a  est t their 
needs

•  Research opportunities to improve access 
to credit for cannabis equity businesses: 

e ause o  edera  a  restri tions  
an s and C s i  not ser e anna is 
usinesses  hi h an then on  a ess de t 
ia a i  and riends and ri ate a e ent 
i e enture a ita  undin  Canna is 
e uit  entre reneurs rare  ha e a ess to 
a ita  ro  these sour es  To he  a e 

the e uit  ro ra  a su ess  the Cit  an 
or  to e and a ess to redit or e uit  
anna is usinesses and in esti ate other 

o ortunities to su ort these usinesses   

Un- and Underbanked Residents
hi e no uni i a  an  ode s addressed 

un  and under an ed residents  e ers o  
the Tas  or e and the u i  indi ated that 
ser in  this o unit  as a hi h riorit  
These interi  so utions ui d on e istin  or  

ein  done in the Cit  to ser e this u nera e 
o u ation  in udin

•  Promote and expand the Bank On 
Program: an  n an ran is o  a round

rea in  ro ra  aun hed in  he s 
un an ed an ran is ans et a ess to 
o ost he in  a ounts and has een 
re i ated a ross the ountr  throu h the 

an  n nationa  ro ra  The e o  
inan ia  o er ent shou d ontinue to 
ro ote and e and the ro ra  to ensure 

that it is rea hin  ore un an ed an 
Franciscans.

•  Advocate for youth bank accounts: 
Throu h u er Jo s Conne t  the e 
o  inan ia  o er ent or s to et 
outh a ess to a ro riate  non ustodia  

a ounts at o a  an s and redit unions  
The Cit  shou d ontinue to ad o ate or 
non ustodia  outh an  a ounts and 
e and the nu er o  o a  an s and 
redit unions o erin  these a ounts and 
or in  ith outh  Cit  de art ents shou d 

a so ensure that a  outh ta in  art in 
their e o ent ro ra in  ha e the 
o ortunit  to a ess a sa e and se ure an  
a ount that i  start the  on the ath to 
nan ia  sta i it

•  Expand Smart Money Coaching efforts: 
The e o  inan ia  o er ent runs 

art one  Coa hin  ro ra in  ith 
o a  non ro ts  o erin  ree one on one 
nan ia  oa hin  to he  eo e redu e 

de t  sa e  and esta ish or i ro e their 
redit s ores  The Cit  shou d e and this 
ro ra  to o er it to ore Cit  residents 

and to ensure that e er one ho ants to 
o ortunit  to eet ith a oa h is a e to 
do so

•  Research opportunities to bring non-
predatory small-dollar loans to employees 
in San Francisco: The Cit  shou d 
in esti ate o ortunities to or  ith 
third art  ro iders to o er a a da oan 
a ternati e su h as an e o er ased  non

redator  s a do ar oan to e o ees  
The Cit  shou d rst ush to o er this ser i e 
to Cit  e o ees ia a i ot ro ra  and 
then i  that is su ess u  shou d ad ertise and 

ro ote it as an o ortunit  or other ar e 
e o ers in an ran is o

•  Investigate options to provide small 
grants: ather than reate or ro ote an 
e o er ased s a  do ar oan ro ra  
the Cit  ou d si  hoose to o er s a  

rants to eo e ithout e e tin  an  
re a ent  The Cit  a read  does this 
in so e instan es  or e a e  o erin  
nan ia  assistan e to indi idua s a in  

e i tion or see in  a se urit  de osit  
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Conclusion: 
A Phased 
Approach and 
Next Steps
The ri ar  oa s ehind reatin  a uni i a  

an  are to di est ro  a  treet an s and 
rein est in the o unit  The an  ode s 
ana ed sho  that these oa s a  e et 
a ter de ades o  si ni ant in est ent in start
u  a ita i ation and o erationa  su sidies  

ter this ti e  the an s ou d a hie e 
sustaina i it  and no on er o erate at a oss  t 
s a e  a rein est ent an  ou d unne  i ions  
and otentia  i ions  into a orda e housin  
and s a  usiness endin  and a di est ent 

an  ou d ensure that the Cit  ou d er or  
its o n o er ia  an in  and does not ha e 
to re  on a  treet or its o er ia  an in  
ser i es   

The de ision a out hether to reate a 
uni i a  an  is a o i  atter that rests 
ith the oard o  u er isors and the a or  
hen de idin  ne t ste s  the Cit  has an  

o tions and de isions ahead  oth in ter s o  
hether to reate a uni i a  an  and hat 

or  that uni i a  ou d and shou d ta e  
n o tion to hi h i ht is the o ortunit  or a 
hased a roa h  here the Cit  i e ents 

interi  o ortunities hi e a uni i a  an  is 
in de e o ent  and then a o s the an  itse  
to de e o  o er ti e  

 hased a roa h ou d o er a o i a  and 
e ient ro ression and ursuin  interi  

ro ra s i  he  a uni i a  an  su eed  
ost an in  e erts su est it i  ta e at 

east t o ears to re ei e a an in  harter 
and stand u  a an  The ro ess a  e e en 
on er  erha s e en  to  ears  i en the 
no e t  o  a uni i a  an  and the i e ihood 
that the an  i  ha e a ess traditiona  usiness 

an  dditiona  e ore the Cit  an e en 
a  or a an  harter  it i  need to o  
the state or e is ati e han es  reate a 

o ernan e an  hire an  or ani ers  and dra t 
and na i e a usiness an  
 

Figure 4: Approximate Timeline for Municipal Bank Start-Up Tasks
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To a oid de a  and osin  o entu  the 
Cit  ou d start de e o in  and i e entin  
non an  endin  ro ra s in the interi  hi e 
the uni i a  an  is in de e o ent  These 
endin  ro ra s ou d he  the Cit  a hie e its 
o unit  oa s  de e o  e ertise and ui d 

a so id tra  re ord and oo  o  usiness that 
ou d e entua  transition to a uni i a  an  

on e it is hartered  The Cit  ou d e in ith 
a si e ro ra  i e ur hasin  arti i ation 
oans  e ause su h a ro ra  does not re uire 
under ritin  or dire t endin  e ertise  er 
ti e  the Cit  ou d in rease the o e it  o  
its endin  ro ra s  reatin  dire t endin  
initiati es hi h re uire under ritin  ori inatin  
and ser i in  o e o  these ro ra s a  
re uire the Cit  to a  or a o er ia  
endin  i ense and esta ish a se arate entit  

side ro  reatin  o entu  a a or ene t 
o  a hased a roa h is that it a o s the Cit  
to ui d u  a oo  o  usiness or a uni i a  

an   so id tra  re ord o  endin  ou d 
ro ide the Cit  ith redi i it  hen it a ies 

or a an  harter  and e ua  i ortant  it 
ou d he  a uni i a  an  rea h ro ta i it  
ore ui  an s are t i a  un ro ta e 

initia  e ause the  do not ha e u h endin  
usiness rin in  in in o e  er ti e as the  
ui d u  their usiness  the  rin  in ore 
one   a uni i a  an  a read  has oans 

on its oo s ro  a rior endin  ro ra  its 
ath to ro ta i it  a  e shorter  and it a  

need ess o erationa  su sidies to o er initia  
osses  n this anner  short ter  in est ents 
in endin  ro ra s an ead to on ter  
di idends or a uni i a  an  and the Cit

Thou h the e a t ti in  and hases are 
u ti ate  a de ision or the oard o  
u er isors  the o o in  ure ro ides an 

a ro i ation o  hat a hased a roa h ou d 
oo  i e
 

Figure 5: Potential Plan for Phased Approach to Municipal Banking

Year 1 Year 2-4 Year 5+
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n e a uni i a  an  is hartered and 
o erationa  the an  itse  ou d de e o  and 
e and in hases  an  an s e o e  ro in  
and raisin  additiona  a ita  o er ti e  ne 
o tion is or the an  to e in ith a ore 
onser ati e endin  ort o io  erha s ust 
arti i ation endin  as in the di est ent 
ode  T o  er ti e  as the an  a hie es 

sustaina i it  it an e and its o erin s into 
a orda e housin  endin  and ho esa e s a  

usiness endin  entua  it ou d ran h out 

into hi her ris  oans or o er retai  ser i es   

ti ate  i  the Cit  hooses to ursue either 
ode  ne  T o or Three  the an  ou d 

re uire si ni ant in est ent unti  it rea s 
e en  et een start u  osts  o erationa  
su sid  to ee  the an  a oat  and a ita  

ode  ne ou d re uire  i ion  ode  
T o ou d re uire  i ion  and ode  Three 
needs  i ion in in est ent  

Next steps:
The oa  o  this re ort is to ro ide enou h 
ana sis re ardin  the osts and resu ts o  a 

uni i a  an  as e  as interi  so utions  to 
a o  the oard o  u er isors and the a or 
to de ide hether the  ish to o e or ard 

ith a uni i a  an  ssu in  the onsensus 
is to o e or ard ith a uni i a  an  the 
o o in   in addition to the ana sis ut orth 

 the an ran is o ud et  e is ati e 
na st s o e  an e used as a rou h out ine 

o  ne t ste s the Cit  ou d ta e

reate a ork  ro  to a e ob ect es 
and build a roadmap: The oa  o  this Tas  

or e as to deter ine the easi i it  o  the Cit  
reatin  a uni i a  an  and to in esti ate 

hat that an  ou d oo  i e  s this re ort 
ser es as the u ination o  that or  the Cit  
shou d transition a a  ro  the Tas  or e 
and reate a ne  or in  rou  o  interna  
Cit  a tors to ead the ne t hase o  or  The 

or in  rou  shou d na i e o e ti es or the 
uni i a  an  and ui d a rea isti  road a  

or reatin  a u i  an  This or in  rou  
ou d ontinue to uide the Cit  throu hout the 
harterin  ro ess  

Convene City agencies performing lending 
work: To he  uide the or in  rou s 

ro ess  the Cit  shou d on ene a  the arious 
Cit  de art ents doin  endin  and o unit  
de e o ent or  to share essons earned and 
dis uss urrent a s and areas or i ro e ent  

Model One: Reinvest Model Two: Divest Model Three: 
Combination

rea  en etai s

ears to rea  en

i e at rea e en  i ion  i ion  i ion

sti ated ro riation e uired to rea  en

tart  Costs  i ion  i ion  i ion

erationa  u sid  i ion  i ion  i ion

Ca ita  n est ent  i ion  i ion  i ion

Total $184 million $1.6 billion $3.9 billion

Table 17: Average Investment Required for Municipal Bank Models to Break Even



e art ents shou d e a uate hi h ro ra s 
ou d and shou d e e anded and dis uss 

o ortunities or a hased a roa h  The 
on enin  ou d resu t in re uests or additiona  

a ro riations to su ort the e anded or

Lobby for and enact change to state law to 
create a public bank charter: Current  state 
a  does not in ude a harter or a u i  an  
on  a o er ia  an  or redit union harter  
This a  o  a harter ou d a e it ore 
di u t or the u i  an  to re ei e a an in  
harter and o erate  The Cit  shou d or  
ith its state de e ation to o  or and ena t 

e is ation to reate a u i  an  harter  

Develop governance structure, hire bank 
organizers and create a leadership team: 

 an  ust ha e the o ernan e stru ture  
an  or ani ers and ro osed eadershi  tea  

in a e rior to su ittin  the usiness an 
and a i ation or C insuran e and a an  
harter  The a i ation or a Ca i ornia an  
harter re uires in or ation re ardin  ro osed 

dire tors and e e uti e o ers  in udin  
detai ed io ra hi a  and nan ia  in or ation  
The Cit  shou d de e o  a o ernan e stru ture 
that oth i its o iti a  inter eren e and a so 
ensures that o unit  ers e ti es and oi es 
are in uded  n reatin  a eadershi  tea  the 
Cit  ust nd indi idua s ho ha e si ni ant 

an in  and nan ia  e erien e as e  as an 
understandin  o  the an s oa s  u erous 
e erts in harterin  ne  an s noted that it 

as ru ia  that the an  eadershi  tea  ha e 
e erien e in the ro es that the  ou d ser e in 
a uni i a  an  The ro osed dire tors and 
e e uti e o ers shou d a  e e ited  the 

ission o  the uni i a  an  and read  or the 
ha en e o  e ar in  on a ne  endea or

Meet with regulators to discuss municipal 
bank model:  uni i a  an  is a no e  
on e t and an ran is o s uni i a  an  
ou d i e  ha e a non traditiona  usiness 

ode  ordin  the Cit  shou d en a e 
ith state and edera  re u ators ear  in the 
ro ess o  dra tin  a usiness an to ensure 

that re u ators are on oard ith the initiati e 
and o orta e ith the stru ture  o ernan e 
and usiness ode  o  the uni i a  an

Hire a consultant to develop and draft the 
bank’s business plan:  ne  an s usiness 

an is the ri ar  art o  an a i ation or 
a an  harter or C insuran e   an s 

usiness an ust e o rehensi e and 
re e t in de th annin  The C e ains 
that a an shou d rea isti a  ore ast ar et 
de and  usto er ase  o etition  and 
e ono i  onditions  and a so re e t sound 

an in  rin i es and de onstrate rea isti  
assess ent o  ris   an  that i  ha e a 
s e ia  o us or ur ose ust ro ide ore 
detai  a out that eature  There are se era  
onsu tin  o anies ho o us ri ari  on 

ad isin  de no o an s and reatin  usiness 
ans or an s  The Cit  shou d ro ure or and 

hire a onsu tant to he  de e o  and dra t the 
an s usiness an

Work with experts in areas the bank will 
focus on: Throu hout this a i ation ro ess  
the Cit  shou d re ain onne ted ith e erts 

ho urrent  or  in the areas o  the an s 
o us  an in  is an e er e o in  e d  and it 

is i ortant that the uni i a  an  sta  a are 
o  han es in the e d as e  as e ono i  
onditions that a  a e t the an s e entua  

o erations

Continue to use the City’s purchasing power 
and bully pulpit to push for changes in the 
banking industry: ne o  the ain rationa es 
or reatin  a uni i a  an  is to reate an 

a ternati e to the traditiona  an in  industr  
hi h is ie ed as har u  and unres onsi e 

to iti ens  hi e the uni i a  an  is 
ein  reated  the Cit  shou d ontinue to 

use a ternati e eans to ush or han es 

  edera  e osit nsuran e e e er   usiness an uide ines  etrie ed ro  htt s di o ne s ne s ress
r or ht .



in the an in  industr  The Cit  an use its 
ur hasin  o er to ro ote etter an in  
ra ti es  or e a e  in ro urin  a ne  
an  or the Cit  the Treasurer an re uire 

that idders ro ide in or ation a out their 
ra ti es and a so ro ise to o er s e i  
rodu ts and ser i es shou d the  re ei e the 
ontra t  i i ar  the Cit  throu h the e 

o  inan ia  o er ent  an ontinue to 
i e ent inno ati e ro ra s su h as an  

n and art one  Coa hin  hi h he  
underser ed iti ens et a ess to the an in  
s ste  ast  the Cit  an use its u  u it to 
ad o ate or han es in the an in  s ste  and 
or e is ation that i  a e the an in  s ste  
airer  ore res onsi e and ore a essi e or 

a  an ran is ans  


