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 March 7, 2019 

 
As Executive Director of Community Financial Resources, I was selected to participate on the 
Municipal Bank Feasibility Task Force given my past experience in commercial banking and my 
current role with an economic justice non-profit.   I attended all eight meetings and valued the 
dedication and diligence of the Task Force staff that did the research and modeling that is 
presented in the Report. 

However, the models presented in the final Report negatively bias the feasibility analysis. 
Though creating a public bank will be challenging and ground-breaking, it is feasible and the 
work to make it happen should continue. 

The following summarizes my primary concerns with the financial models. 

1. The models over-estimate start-up and operational costs and under-estimate revenue 
generation.  For example,  

a. The proposed models were unnecessarily complicated by selecting a specific 
loan mix and trying to project market interest and loss rates. The mix of any 
proposed loan portfolio can be fluid.  The key factors are total size of the 
portfolio and the required spread net of losses to cover operational expenses 
and generate growth to meet future mission oriented demand.   

b. No loan related fee generation opportunities are included in the models. 
c. Assuming that the bank would do a segment of small business lending that 

would lose money from the get-go is not banking but a grant program.  Given 
that numerous subsidization programs already exist across many City/County 
departments, this activity should not be included in the public bank model as it 
artificially depresses revenue.   

d. Due to time limitations and lack of experience in bank and payment operations, 
it was difficult for Task Force staff to identify existing and more cost-effective 
options to optimize operating costs. 

 
2. Even taking cost and revenue figures as is, the bottom line is that a public bank to serve 

the needs of the City and County of San Francisco must be of a certain size to be 
financially sustainable.  The real question is: Can the bank find sufficient capitalization 
and deposits to start at a size to breakeven in 3-5 years like any other bank start-up. 

 
3. The Report assumes away the major depository source, the $11 billion Treasurer’s 

Pooled Investment Fund which does sit in other banks today.  Even though these funds 
are encumbered, it should be noted that the Bank of North Dakota holds similarly 
structured funds as part of its depository base.  It would be useful to identify what legal 
and structural changes would be required to free-up some or all of this $11 billion 
dollars to use as part of the public bank’s depository base. 

 
4. The Report assumes that the public bank could not provide custodial or investment 

banking services (currently provided by major Wall Street entities) or act as the 
City/County’s bond underwriter saying that the public bank could not acquire the 
needed expertise.  Several Task Force members disagreed with this assumption and 
noted that it overlooks a primary value of establishing a public bank---divesting from 
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non-local Wall Street entities and investing in the local economy to develop a better, 
more secure future for San Francisco Bay Area residents. 

 
I endorse the Next Steps outlined by the Report and would like to add an additional emphasis to 
the step “Convene City (and county) agencies performing lending (and economic subsidization) 
work” (my additions).  In the course of the research, Task Force staff identified a myriad of 
programs within local government agencies that provide some sort of loan, grant, or subsidy for 
community development.  The opportunity for scale economies, optimization, and better 
resource allocation seemed obvious. 

San Francisco’s economy is rare among cities and regions in being able to command the 
resources to accomplish bold new projects to confront the existential issues of equity, 
sustainability and justice.  The City has the opportunity now to take a lead in the developing 
Public Banking movement, just as it has played a leading role in the Cities for Financial 
Empowerment movement. 

Overall, I appreciated the opportunity to participate in the Municipal Bank Feasibility Task Force. 
I enjoyed working with the insightful Task Force members and staff.  The process was 
professionally managed and produced a concrete game plan to move the public banking 
concept forward.  I recommend that the Board of Supervisors adopt the Report’s Next Steps 
recommendations. 

Respectfully Submitted, 

 
 
 
Lauren E. Leimbach 
Executive Director 
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