PRI OR PRINTER S NO 3518

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2533 %%

| NTRODUCED BY ALLEN, HASAY, CALTAG RONE, GORDNER, PERZEL

BARLEY, COY, ARGALL, BAKER, BOYES, L. |. COHEN, M COHEN,
DEMPSEY, DERMODY, FAI RCH LD, FLICK, FRANKEL, GEI ST, GODSHALL
HARHAI , HENNESSEY, HERVMAN, HORSEY, LaGROITA, LESCOVI TZ,
LUCYK, MARKGOSEK, MASLAND, MAYERNI K, McCALL, S. M LLER,

NAI LOR, NI CKCL, PETRARCA, PHILLIPS, RAYMOND, SAlI NATO, SEMVEL
SHANER, TULLI, WLT, ZUG STEVENSON, METCALFE, CLARK, VANCE
HESS, M| LHATTAN, FARGO, ADCOLPH, CORNELL, TRUE, SCRI MENTI
SCHULER, VAN HORNE, MAHER, ROSS, STERN, STABACK, SAYLOR,
BASTI AN, KENNEY, MJUNDY, PRESTON, WOINARCSKI, THOMAS, STETLER
AND GANNON, MAY 9, 2000

AS

REPORTED FROM COW TTEE ON COMMERCE AND ECONOM C DEVELOPMENT,
HOUSE OF REPRESENTATI VES, AS AMENDED, JUNE 5, 2000

OCO~NOUITARWNE

AN ACT

Amendi ng the act of Novenber 30, 1965 (P.L.847, No.356),

entitled "An act relating to and regul ati ng the busi ness of
banki ng and the exercise by corporations of fiduciary powers;
af fecting persons engaged in the business of banking and
corporations exercising fiduciary powers and affiliates of
such persons; affecting the sharehol ders of such persons and
the directors, trustees, officers, attorneys and enpl oyes of
such persons and of the affiliates of such persons; affecting
nati onal banks | ocated in the Comonweal t h; affecting persons
deal ing with persons engaged in the business of banking,
corporations exercising fiduciary powers and national banks;
conferring powers and inposing duties on the Banking Board,
on certain departnments and officers of the Conmmonweal th and
on courts, prothonotaries, clerks and recorders of deeds;
provi ding penalties; and repealing certain acts and parts of
acts," further providing for corporations authorized to act
as fiduciary, for general corporate powers and duties of

i ncorporated institutions, for additional powers of
incorporated institutions related to conduct of business, for
addi tional powers related to conduct of business of

i ncorporated institutions other than trust conpanies, for
real estate |oans by banks and bank and trust conpanies, for
transactions with respect to shares of corporate stock and
capital securities and for real estate |oans by savings
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banks; further prohibiting pronoters' fees; and further
providing for audits and reports and for preferential rates
of interest.

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

SECTION 1. SECTION 102 OF THE ACT OF NOVEMBER 30, 1965 <—
(P.L.847, NO 356), KNOAN AS THE BANKI NG CODE OF 1965, IS AMENDED
BY ADDI NG A SUBSECTI ON TO READ:
SECTI ON 102. DEFI NI TI ONS
SUBJECT TO ADDI TI ONAL DEFI NI TI ONS CONTAI NED | N SUBSEQUENT
CHAPTERS OF TH S ACT WHI CH ARE APPLI CABLE TO SPECI FI C CHAPTERS
OR SECTI ONS THERECF, THE FOLLOW NG WORDS AND PHRASES VWHEN USED
IN TH 'S ACT SHALL HAVE, UNLESS THE CONTEXT CLEARLY | NDI CATES
OTHERW SE, THE MEANINGS G VEN TO THEM I N TH S SECTI ON:

* * %

(1) "SUBSI DI ARY" - - A CORPORATI ON OR OTHER ENTI TY DEFI NED AS

A SUBSI DI ARY BY SECTION 2 OF THE BANK HOLDI NG COVPANY ACT OF

1956 (70 STAT. 133, 12 U.S.C. 8 1841 ET SEQ ), REGARDLESS OF

VWHETHER THE CORPORATI ON OR OTHER ENTITY IS A SUBSI DI ARY OF A

BANK_HOLDI NG COVPANY.

SECTION 2. SECTION 106(B) OF THE ACT, AMENDED JULY 6, 1995
(P.L.271, NO 39), IS AMENDED TO READ
Section 106. Corporations Authorized to Act as Fiduciary

* x *

(b) Foreign fiduciaries--No corporation existing under the
| aws of a state other than this Comonweal th [or national bank
| ocated in another state, except an interstate bank, may act in

this Cormonweal th as fiduciary unless:
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(1) it shall be appointed fiduciary by will or other
testamentary witing, by a deed of trust or by a court or
register of wills of this Cormonwealth or it shall be
designated as fiduciary by the beneficiaries or by one or
nore other fiduciaries of the estate or trust pursuant to the
ternms of the instrunment, or

(ii) it shall be the successor by nerger or
consolidation to a corporation lawfully acting as fiduciary
in this Commonweal th at the tinme of such nmerger or
consol i dation

and unless the laws of such other state confer |ike powers on
corporations existing under the laws of this Conmonweal th. No
corporation of another state or national bank | ocated in another
state authorized to act as fiduciary pursuant to this subsection
(b) shall be authorized to establish a place of business in this

Commonweal th.] may act in this Commonwealth as fiduciary, except

that an i ncorporated instituti on possessing fiduciary powers

pursuant to the | aws of another state shall have the sane power

to engage in fiduciary activities within this Commpnweal th as a

nati onal banki ng associ ati on acting pursuant to 12 U S.C. § 92a

or a Federal savings association 12 U.S.C. 8 1464(n), provi ded

(i) the state | aws pursuant to which the incorporated

institution is operati ng provide equivalent privileges to an

i ncorporated institution chartered by the Conmbnweal t h;

(ii) the incorporated institution conplies with the

m ni num capi tal requirenents of section 1102; and

(iii) the incorporated institution provides witten

notice to the departnent at |least thirty days prior to the

commencenent of fiduciary activities, which notice shall be
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acconpani ed by docunentation of its authorization to conduct

fiduciary activities i ssued by the appropriate requl atory

authority of the jurisdiction in which the institution is

chartered or organi zed, acknow edgnent by the appropriate

requl atory authority of the jurisdiction in which the

institution is chartered or organi zed that equi val ent

privileges are provided to i ncorporated institutions

chartered within this Commonweal th, proof the institution

conplies with the mininumcapital requirenents of section

1102 and a certificate of authority to do business in this

Commpnweal th i ssued by the Departnent of State pursuant to 15

Pa.C.S. Ch. 41 (relating to forei gn busi ness corporations).

* * %

Section 2 3. Sections 201 and 202 of the act are anmended by
addi ng subsections to read:
Section 201. General Corporate Powers of Incorporated
I nstitutions

* * %

(c) Notwi thstandi ng any other provisions of this act or any

other law, in addition to any other power as authorized by this

act or other law, an incorporated institution shall have the

(i) To engage in any activity perm ssible for a nati onal

banki ng associ ati on, including those activities as authorized

by 12 U S.C. 8 24, subject to conditions, linitations and

restrictions as may be i nposed by the departnent which shal

not be nore restrictive than conditions, linitations and

restrictions otherw se i nposed upon a nati onal banki ng

associ ati on;

(ii) To engage in any activity perm ssible for a Federal
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savi ngs associ ati on, including those activities as authorized

by 12 U.S.C. 8 1464, subject to conditions, limtations and

restrictions as may be i nposed by the departnent which shal

not be nore restrictive than conditions, linitations and

restrictions otherw se i nposed upon a Federal savi ngs

associ ati on;

(iii) To control or hold an interest in a subsidiary

that engages in any activity pernmissible for a nati onal bank

to conduct through an operating or financial subsidiary,

provi ded t hat:

(A) any activity pernmissible for an operating

subsidiary shall be subject to conditions, limtations

and restrictions as nay be i nposed by the depart nent

whi ch shall not be nore restrictive than conditions,

limtations and restrictions otherw se i nposed upon an

operati ng subsidiary of a national banki ng associ ati on;

and

(B) any activity only pernmissible for a financi al

subsi diary, and not perm ssible for an operating

subsidiary, shall conply with the requirenents of section

121(d) of the Gramm Leach-Bliley Act (Public Law 106-102,

113 Stat. 1380 et seq);

(iv) To control or hold an interest in a subsidiary that

engages in any activity pernm ssible for a subsidiary of a

Federal savi ngs associ ati on pursuant to 12 U.S.C. 8§ 1464

subject to conditions, limtations and restricti ons as nmay be

i nposed by the departnent which shall not be nore restrictive

than conditions, limtations and restrictions otherw se

i nposed upon a subsidiary of a Federal savings associ ati on;

or
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1 (v) To engage in any activity OR TO CONTROL OR HOLD AN
2 | NTEREST | N A SUBSI DI ARY THAT ENGAGES I N ANY ACTIMITY

3 determ ned to be perm ssible for an insured state bank or the
4 subsidiary of an insured state bank by the Federal Deposit

5 I nsurance Corporation pursuant to 12 U . S.C. 8 1831a subj ect

6 to conditions, limtations and restrictions as may be inposed
7 by the departnent with respect to the safety and soundness of
8 t he incorporated institution.

9 (d) If an incorporated institution engages in an activity or
10 holds an interest perm ssible under nore than one clause of

11 subsection (c), the incorporated institution may el ect under

12 which clause such notice is given and the activity is conducted
13 or the interest is held.

14 (e) Unless earlier approval is granted by the departnent, an
15 incorporated institution shall provide at least thirty days

16 prior witten notice to the departnent before it engages in_an
17 activity or acquires an interest perm ssible under subsection

18 (c). During the review period provided by this subsection, the
19 departnment nay:
20 (i) Request further infornmation concerning any proposed
21 activity or _interest;

22 (ii) Inpose any conditions, limtations or restrictions
23 upon such interests or activities to the extent authorized by
24 subsection (c); or

25 (iii) Prohibit an incorporated institution from engagi ng
26 in an activity or acquiring an interest if to do so would

27 have a significant adverse inpact upon the safety and

28 soundness of the incorporated institution.

29 Except as otherwi se agreed to by an i ncorporated institution,

30 the departnent shall be deened to have granted approval for an
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1 incorporated institution to engage in an activity or acquire an
2 interest if within thirty days of receipt of witten notice from
3 an_incorporated institution the departnent does not inpose

4 conditions, limtations or restrictions upon interests or

5 activities as authorized by subsection (c) or prohibit the

6 1incorporated institution fromengaging in an activity or

7 acquiring an interest authorized by subsection (c).

8 (f) Notw thstanding any other provisions of this act or_any
9 other law, an incorporated institution shall have the sane power
10 to engage in fiduciary activities, both within and outside of

11 this Commobnweal th, as a national banking association pursuant to
12 12 U.S.C. 8§ 92a. The departnent shall interpret the provisions
13 of 12 U.S.C. 8 92a in a manner consistent with regul ati ons and
14 interpretations as provided by the Conptroller of the Currency.
15 Section 202. Additional Powers of Incorporated Institutions

16 Rel ated to Conduct of Business

17 An incorporated institution shall have in addition to other
18 powers granted by this act or its articles and subject to the
19 limtations and restrictions contained in this act or inits
20 articles:
21 * %k
22 (k) Delivery service--the power to pick up fromand deliver
23 to custoners cash or other valuables relating to financial
24 services provided by the incorporated institution using a
25 contract carrier or _enployes or affiliates of the incorporated
26 institution. No separate authorization or approval by the
27 departnent shall be required for an incorporated institution to
28 provide delivery service, provided that the incorporated
29 institution conplies with other laws and regul ati ons applicabl e

30 to the provision of delivery service.
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Section 3—Seetion—203(d) 4. SECTIONS 203(D) AND 306(D) of
the act, anended July 6, 1984 (P.L.621, No.128), s ARE anended

to read:

Section 203. Additional Powers Related to Conduct of Busi ness

1
2
3
4
5 of Incorporated Institutions Oher Than Trust
6 Conpani es

7 A bank, a bank and trust conpany and a savi ngs bank shal

8 have in addition to other powers granted by this act or its

9 articles and subject to the Iimtations and restrictions

10 contained in this act or inits articles:

11 * x *

12 Heh)——Substdiaries—the (D) SUBSID ARIES--1N ADDI TION TO THE
13 PONER TO ACQUI RE AND HOLD I NTERESTS I N A SUBSI DI ARY PERM SSI BLE

14 UNDER SECTI ON 201(C)(3), (4) AND (5), THE power to acquire and

15 hold, without limtation of anpbunt, the stock of subsidiary

16 corporations engaged in activities permssible for such

17 institution and activities perm ssible under the Bank Service
18 Corporation Act (Public Law 87-856, 12 U.S.C. § 1861 et seq.),
19 [if the shares are acquired with the prior witten approval of
20 the departnent and in accordance with the terns and conditions

21 of transfer prescribed by the departnment.] SUBJECT TO ANY

22 CONDITIONS, LIMTATIONS AND RESTRI CTI ONS COVPARABLE TO THOSE

23 VH CH MAY BE | MPOSED PURSUANT TO SECTION 201(Q)(3), (4) AND (5)

24 AND TO NOTI CE AND REVI EW AS PROVI DED BY SECTI ON 201(E).

25 * * %
26 SECTION 306. LIMTS ON | NDEBTEDNESS OF ONE CUSTOMER (1 NCLUDI NG

27 PURCHASED PAPER)
28 * * %
29 (D) REGULATI ON-- THE DEPARTMENT MAY BY REGULATI ON NOT

30 | NCONSI STENT WTH THE PROVI SIONS OF THI S SECTI ON AND_SECTI ON
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1 1414(B) PRESCRI BE DEFI NI TI ONS OF AND REQUI REMENTS FOR

2 TRANSACTI ONS | NCLUDED I N OR EXCLUDED FROM THE | NDEBTEDNESS TO

3 VWH CH THE FI FTEEN PERCENT LI M TATION OF THI S SECTI ON APPLI ES.

4 * x *

5 Section 4 5. Section 310(a) of the act, amended Decenber 21, <—
6 1988 (P.L.1416, No.173), is anended to read:

7 Section 310. Real Estate Loans

8 (a) Permssible |oans; [maxi num anmount and] term and nmaxi mum
9 anmpunt--An institution may, subject to the requirenents of this
10 section, nake or acquire a |loan secured by a lien on real estate
11 (including a | ease-hold) located in any state or the District of
12 Colunbia, in a dependency or insular possession of the United

13 States or in the Coormonwealth of Puerto Rico[, in an anmount and
14 for a termnot to exceed]:

15 (i) in the case of inproved real estate, including farm
16 land for a termnot to exceed:

17 (A) [two-thirds of the value for] ten years, if

18 unanortized, or

19 (B) [four-fifths of the value for thirty] forty
20 years, if the terns of the |loan require substantially
21 equal paynments at successive intervals of not nore than
22 one year each and in an anount sufficient to pay al
23 principal of and interest on the |oan within the term of
24 the | oan, except that a loan to a conmercial or
25 i ndustrial borrower is exenpted fromthe requirenment of
26 substantially equal paynents and the date of the initial
27 paynent on a |l oan to such borrower may be deferred for a
28 period not in excess of [three] five years fromthe date
29 of the | oan; or
30 [(©O ninety percent of the value of a one famly
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1 residential property for thirty years, in an anount not

2 to exceed forty thousand dollars ($40,000), or such

3 | arger anmount as the departnent may permt by regul ation,
4 subject to the sane requirenments set forth in clause (B)
5 or

6 (D) ninety-five percent of the value for thirty

7 years, if that principal portion of the loan in excess of
8 seventy-five percent of the value is made in reliance

9 upon a private conmpany nortgage insurance or guarantee

10 acceptable to the Departnment of Banking, subject to the
11 same requirenents set forth in clause (B); or]

12 (ii) in the case of uninproved real estate to be

13 acqui red or devel oped with the proceeds of the |oan, [three-
14 fourths of the value for five years.] for a termnot to

15 exceed five years; and

16 (iii) in an anpbunt not to exceed ninety percent of the
17 value of the | oan, except that if the anount of the |oan does
18 not exceed one hundred thousand dollars ($100,000) or is nade
19 in reliance upon a private nortgage insurance or _guarantee
20 acceptable to the departnent regardl ess of the anpbunt of the
21 | oan, then one-hundred percent of the value of the |oan.
29 * %k
23 Section 5 6. Section 311 of the act is anmended by addi ng <—
24 subsections to read:
25 Section 311. Transactions Wth Respect to Shares of Corporate
26 Stock and Capital Securities
27 * %k
28 (c.1) Collateral loans with affiliates--An institution nmay

29 engage in a covered transaction with an affiliate, including the

30 acceptance of securities issued by an affiliate as coll at eral
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security for a loan or extension of credit, if the institution

conplies with the requirenents of 12 U.S.C. §8 371c. The

departnent shall interpret the requirenents of 12 U.S.C. § 371c

in a nmanner consistent with requl ati ons, orders and

interpretations as i ssued by the Board of Governors of the

Federal Reserve System

* * %

(e.1) Transactions with Affiliates--An institution nmay

engage in a transaction with an affiliate, including the

extension of credit to acquire or hold shares of capital

securities of an affiliate, if the institution conplies with the

requirenents of 12 U.S.C. 8§ 371c-1. The departnent shal

interpret the requirenents of 12 U S.C. § 371c-1 in a manner

consi stent with requl ati ons, orders and interpretati ons as

i ssued by the Board of Governors of the Federal Reserve System

(f) Determ nation of surplus--For the purposes of this

section, an institution may deternmine its surplus in the sane

manner as cal cul ated for purposes of satisfying |limtati ons upon

t he ownershi p of shares of banks and hol di ng conpani es as

provided by 12 U S.C. § 24.

Section 6 7. Section 403(g) of the act is repeal ed. <—
Section # 8. Section 505(a) of the act, amended Decenber 21, <—
1988 (P.L.146, No.173), is anended to read:
Section 505. Real Estate Loans

(a) Permssible |oans; [maxi mum anmount and] term and nmaxi mum

anmount - - A savi ngs bank may, subject to the requirenents of this
section, make or acquire a |l oan secured by a lien on real estate
(including a | easehold) located in any state or the District of
Col unmbia, in a dependency or insular possession of the United

States or in the Commonweal th of Puerto Rico[, in an anount and

20000H2533B3627 - 11 -
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10
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13
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19
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22
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30

for a termnot to exceed]:

(i) in the case of inproved real estate, including farm

land, for a termnot to exceed:

(A) [two-thirds of the value for] ten years, if
unanortized[, or three-fourths of the value for five
years, if unanortized]; or

(B) [four-fifths of the value for thirty] forty
years, if the terns of the |oan require paynments which
are substantially equal except for the |ast paynent at
successive intervals of not nore than one year each and
in an anount sufficient to pay all principal of and

interest on the loan within [thirty years] the term of

the | oan, except that a loan to a comrercial or
i ndustrial borrower is exenpted fromthe requirenent of
substantially equal paynents and the date of the initial
paynment on a |l oan to such borrower may be deferred for a
period not in excess of five years fromthe date of the
| oan; or

[(©O ninety percent of the value of a one famly
residential property for thirty years, in an anpount not
to exceed forty thousand dollars ($40,000), unless the
departnment by regul ati on approves the granting of |oans
under this subsection in greater anounts, subject to the
same requirenents set forth in clause (B); or

(D) ninety-five percent of the value for thirty
years, if that portion of the |oan in excess of seventy-
five percent of the value is nmade in reliance upon a
private conpany nortgage insurance or guarantee

acceptable to the Departnment of Banking, subject to the

same requirenents set forth in clause (B); or]
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(ii) in the case of uninproved real estate to be
acqui red or devel oped with the proceeds of the |oan[, three-

fourths of the value for five years.] for a termnot to

exceed five years; and

(iii) 1in an anpunt not to exceed ni nety percent of the

value of the | oan, except that if the anount of the | oan does

not exceed one hundred thousand dollars ($100,000) or is nande

in reliance upon a private nortgage i nsurance or guar antee

acceptable to the departnent regardl ess of the anmount of the

| oan, then one hundred percent of the value of the | oan.

* * %

Section 8 9. Section 1003(a) of the act is anended to read:
Section 1003. Prohibition of Pronoters' Fees

(a) Prohibited fees--An institution shall not pay any fee,
conpensati on or comm ssion for pronotion in connection with its
organi zati on or apply any noney recei ved on account of shares or
subscriptions for shares to pronoters' fees for obtaining
subscriptions, selling shares or other services in connection
with its organi zation, except |egal fees and other usual and

ordi nary expenses, including reasonable broker's fees,

commi ssions _and underwiting costs, necessary for its

or gani zati on.
* %k
Section 9 10. Section 1407 of the act is anmended by adding a
subsection to read:
Section 1407. Audits and Reports by Directors or Trustees;
Accountants; Internal Auditors

* * %

(d) Accounting standards--Audits and reports shall be deened

to satisfy the requirenents of the section to the extent the

20000H2533B3627 - 13 -
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audits and reports conformto accounti ng standards and

princi pl es applicable pursuant to 12 U.S.C. §8 1831n to reports

or statenents required to be filed with Federal banki ng

Section 26 11. Section 1414 of the act, anmended April 8,
1982 (P.L.262, No.79), is anended to read:
Section 1414. Preferential Rates of Interest

(a) Preferences prohibited--[An] Notw t hstandi ng the

provi sions of section 306 and except as provi ded by subsection

(c), an institution shall not pay to any director, trustee,
executive officer or attorney a higher rate of interest on
deposits than the rate paid to any ot her depositor on simlar
deposits and shall not grant to any such individual a |lower rate
of interest on a loan, or a lower rate of charge on an agreenent
for the paynent of noney, than the rate granted to other
customers under simlar circunstances.

[(b) Limted definition--The term "executive officer" for
t he purposes of this section shall be defined by regulation of
t he Departnent of Banking.]

(c) Authorized activities--Notw thstandi ng any ot her

provision of this act, an institution nmay extend credit to any

director, trustee, executive officer, attorney or principal

sharehol der, or to any related interest of such a person, to the

extent perm ssible pursuant to 12 U.S.C. 88 375a and 375b. The

departnent shall interpret the provisions of 12 U S. C. §§8 375a

and 375b in a manner consistent with requl ati ons, orders and

interpretations as i ssued by the Board of Governors of the

Federal Reserve System A requlation, order or interpretati on of

the provisions of 12 U.S.C. 88 375a and 375b by the Board of

CGovernors of the Federal Reserve System shall take effect for
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t he purposes of this subsection within thirty days of

pronul gati on by the Board of Governors, except that the

departnent may for good cause suspend the applicati on of such

requl ation, order or interpretation for up to a one-year peri od.

Noti ce of such suspension shall be published by the departnent

in the Pennsyl vania Bulletin. Thereafter the requl ati on, order

or interpretation shall take effect for the purposes of this

subsecti on unl ess the departnent adopts adm ni strative

requl ati ons setting forth a contrary interpretation of the

provisions of 12 U S.C. 8§ 375a and 375b. A requl ati on, order or

interpretation of the provisions of 12 U.S.C. 88 375a and 375b

by the Board of Governors of the Federal Reserve System nay take

effect for the purposes of this subsection within | ess than

thirty days of pronul gation by the Board of Governors if

approved by the departnent.

Seet+on—4tt—Seetton—1445-ofthe act+s repealed—

SECTI ON 12. SECTI ONS 1415 AND 2102(C) OF THE ACT ARE
REPEALED.

Section 42 13. All acts and parts of acts are repeal ed
insofar as they are inconsistent with this act.

Section 43 14. This act shall take effect imediately.

E4LO7DMS/ 20000H2533B3627 - 15 -



