PRI OR PRI NTER S NO. 292 PRINTER S NO. 2678

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 299 =%

| NTRODUCED BY RUBLEY, BARLEY, FARGO, WOGAN, M N. WRI GHT, STERN
VANCE, OLASZ, GANNON, E. Z. TAYLOR, SAYLOR, M LLER, GEI ST,
I TKIN, MERRY, TRELLO, HERSHEY, CLARK, TIGUE, STEELMAN
Cl VERA, YOUNGBLOOD AND BAKER, JANUARY 25, 1995

AS AVENDED ON THI RD CONSI DERATI ON, HOUSE OF REPRESENTATI VES,
OCTOBER 23, 1995
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AN ACT

Amrending Title 20 (Decedents, Estates and Fiduciaries) of the
Pennsyl vani a Consol i dated Statutes, allow ng owners of
securities to register the title to sanme in transfer-on-death
form

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

Section 1. Title 20 of the Pennsyl vani a Consol i dat ed

Statutes is anmended by adding a chapter to read:

Sec.

6401.
6402.
6403.
6404.
6405.
6406.

CHAPTER 64
TRANSFER ON DEATH SECURI TY REG STRATI ON

Definitions.

Regi stration in beneficiary form

Law applicable to registration.

Oigination of registration in beneficiary form
Form of registration in beneficiary form

Ef fect of registration in beneficiary form
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6407. Ownership on death of owner

6408. Protection of registering entity.

6409. Nontestanmentary transfer on death.

6410. Terns, conditions and forns for registration.
6411. Construction of chapter.

6412. Application of chapter.

§ 6401. Definitions.

The foll ow ng words and phrases when used in this chapter
shall have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Beneficiary form" A registration of a security which
i ndi cates the present owner of the security and the intention of
t he owner regarding the person who will becone the owner of the
security upon the death of the owner

" . L . . : . -
i - : I I .

“FI NANCI AL | NSTI TUTI ON. " ANY REGULATED FI NANCI AL | NSTI TUTI ON  <—
| NSURED BY THE FEDERAL DEPGCSI T | NSURANCE CORPORATION OR I TS
SUCCESSOR OR AN AFFI LI ATE OF THE FI NANCI AL | NSTI TUTI ON.

"Heirs." Those persons, including the surviving spouse, who
are entitled under the statutes of intestate succession to the
property of a decedent.

"Person.” An individual, a corporation, an organi zation or
other legal entity.

"Personal representative.” The termincludes an executor,
adm ni strator, successor personal representative, special
adm ni strator and persons who perform substantially the sane
function under the | aw governing their status.

"Property.” The termincludes both real and personal

property or any interest therein and anything that nay be the
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subj ect of ownershi p.

"Register.” To issue a certificate showi ng the ownership of
a certificated security or, in the case of an uncertificated
security, to initiate or transfer an account show ng ownership
of securities.

"Regi stering entity." A person who originates or transfers a
security title by registration. The termincludes a broker
mai ntai ni ng security accounts for custonmers and a transfer agent
or other person acting for or as an issuer of securities.

"Security."” A share, participation or other interest in
property, in a business or in an obligation of an enterprise or
ot her issuer. The termalso includes a certificated security, an
uncertificated security and a security account.

"Security account."

(1) A reinvestnment account associated with a security, a
securities account with a breker—a FINANCI AL I NSTI TUTION OR  <—
A SECURI TI ES DEALER OR BRCKER AND ANY cash bal ance in a
br okerage account W TH A FI NANCI AL | NSTI TUTION OR A <—
SECURI TI ES DEALER OR BROKER OR cash, interest, earnings or
di vi dends earned or declared on a security in an account, a
rei nvest ment account or a brokerage account, whether or not
credited to the account before the owner's death.

(2) A cash balance or other property held for or due to
the owner of a security as a replacenent for or product of an
account security, whether or not credited to the account
before the owner's death
"State." Any state of the United States, the District of

Col unbi a, the Conmonweal th of Puerto Rico and any territory or
possessi on subject to the legislative authority of the United

St at es.
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8§ 6402. Registration in beneficiary form

Only individuals whose registration of a security shows sol e
owner ship by one individual or nmultiple ownership by two or nore
with right of survivorship, rather than as tenants in conmon
may obtain registration in beneficiary form Miltiple owers of
a security registered in beneficiary formhold as joint tenants
with right of survivorship, as tenants by the entireties or as
owners of community property held in survivorship formand not
as tenants in conmon.

8§ 6403. Law applicable to registration.

A security may be registered in beneficiary formif the form
is authorized by this or a simlar statute of the state of
organi zation of the issuer or registering entity, the location
of the registering entity's principal office, the office of its
transfer agent or its office making the registration, or by this
or a simlar statute of the law of the state listed as the
owner's address at the tine of registration. A registration
governed by the law of a jurisdiction in which this or simlar
legislation is not in force or was not in force when a
registration in beneficiary formwas nmade i s neverthel ess
presuned to be valid and authorized as a matter of contract |aw.
8§ 6404. Oigination of registration in beneficiary form

A security, whether evidenced by certificate or account, is
regi stered in beneficiary formwhen the registration includes a
desi gnation of a beneficiary, WH CH MAY | NCLUDE A TRUSTEE OF A
TRUST, to take the ownership at the death of the owner or the
deaths of all nultiple owners.

8§ 6405. Formof registration in beneficiary form
Regi stration in beneficiary formmy be shown by the words

"transfer on death" or the acronym"TCOD," or by the words "pay
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on death" or the acronym"POD," after the name of the registered
owner and before the nane of a beneficiary.
8§ 6406. Effect of registration in beneficiary form

The designation of a TOD beneficiary on a registration in
beneficiary formhas no effect on ownership until the owner's
death. A registration of a security in beneficiary formmy be
cancel ed or changed at any tinme by the sole owner or all then
surviving owners, w thout the consent of the beneficiary.

8§ 6407. Omnership on death of owner

On death of a sole owner or the last to die of all nultiple
owners, ownership of securities registered in beneficiary form
passes to the beneficiary or beneficiaries who survive al
owners. On proof of death of all owners and conpliance with any
applicable requirenents of the registering entity, a security
regi stered in beneficiary formnmay be reregistered in the nane
of the beneficiary or beneficiaries who survived the death of
all owners. Until division of the security after the death of
all owners, nultiple beneficiaries surviving the death of al
owners hold their interests as tenants in conmmon. |f no
beneficiary survives the death of all owners, the security
bel ongs to the estate of the deceased sole owner or the estate
of the last to die of all multiple owners.

8§ 6408. Protection of registering entity.

(a) GCeneral rule.--Aregistering entity is not required to
offer or to accept a request for security registration in
beneficiary form If a registration in beneficiary formis
offered by a registering entity, the owner requesting
registration in beneficiary formassents to the protections
given to the registering entity by this chapter.

(b) Inplenmentation.--By accepting a request for registration
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of a security in beneficiary form the registering entity agrees
that the registration will be inplenented on death of the
deceased owner as provided in this chapter.

(c) Discharge.--Aregistering entity is discharged from al
clainms to a security by the estate, creditors, heirs or devisees
of a deceased owner if it registers a transfer of a security in
accordance with section 6407 (relating to ownership on death of
owner) and does so in good faith reliance on the registration,
on this chapter and on information provided to it by affidavit
of the personal representative of the deceased owner or by the
surviving beneficiary or by the surviving beneficiary's
representatives, or other information available to the
registering entity. The protections of this chapter do not
extend to a reregistration or paynent nade after the registering
entity has received witten notice fromany claimant to any
interest in the security objecting to inplenentation of a
registration in beneficiary form No other notice or other
information available to the registering entity affects its
right to protection under this chapter.

(d) Rights of beneficiaries not affected.--The protection
provi ded by this chapter to the registering entity of a security
does not affect the rights of beneficiaries in disputes between
t hensel ves and other claimants to ownership of the security
transferred or its val ue or proceeds.

8§ 6409. Nontestamentary transfer on death.

(a) GCeneral rule.--Atransfer on death resulting froma
registration in beneficiary formis effective by reason of the
contract regarding the registration between the owner and the
registering entity and this chapter and is not testanmentary.

(b) Creditors.--This chapter does not limt the rights of
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creditors of security owners agai nst beneficiaries and ot her
transferees under other |laws of this Commonwealt h.
8§ 6410. Terns, conditions and fornms for registration.

(a) Termnms and conditions.--A registering entity offering to
accept registrations in beneficiary formmy establish the terns
and conditions under which it will receive requests for
regi strations in beneficiary formand for inplenentation of
registrations in beneficiary form including requests for
cancel l ati on of previously registered TOD beneficiary
desi gnations and requests for reregistration to effect a change
of beneficiary. The terns and conditions so established may
provi de for proving death, avoiding or resolving any probl ens
concerning fractional shares, designating primary and conti ngent
beneficiaries and substituting a naned beneficiary's descendants
to take in the place of the naned beneficiary in the event of
the beneficiary's death. Substitution may be indicated by
appending to the nane of the primary beneficiary the letters
"LDPS," standing for "lineal descendants per stirpes.” This
desi gnation substitutes a deceased beneficiary's descendants who
survive the owner for a beneficiary who fails to so survive, the
descendants to be identified and to share in accordance with the
| aw of the beneficiary's domcile at the owner's death governi ng
i nheritance by descendants of an intestate. Qther forns of
i dentifying beneficiaries who are to take on one or nore
contingencies, and rules for providing proofs and assurances
needed to satisfy reasonabl e concerns by registering entities
regardi ng conditions and identities relevant to accurate
i npl enentation of registrations in beneficiary form nmay be
contained in a registering entity's ternms and conditions.

(b) Forms.--The following are illustrations of registrations
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in beneficiary formwhich a registering entity may aut hori ze:
(1) Sole owner-sole beneficiary: John S. Brown TOD (or
POD) John S. Brown, Jr., OR JOHN S. BROWN TOD TO SALLY SM TH,
TRUSTEE UNDER MY TRUST (UNDER W LL OR DEED) DATED

1
2
3
4
5 (2) Miltiple owners-sole beneficiary: John S. Brown Mary
6 B. Brown JT TEN TOD John S. Brown, Jr

7 (3) Miltiple owners-primary and secondary (substituted)
8 beneficiaries: John S. Brown Mary B. Brown JT TEN TOD John S.
9 Brown, Jr. SUB BENE Peter Q Brown or John S. Brown Mary B.
10 Brown JT TEN TOD John S. Brown, Jr., LDPS.

11 § 6411. Construction of chapter.

12 This chapter shall be liberally construed and applied to

13 pronote its underlying purposes and policy and to make uniform
14 the laws with respect to the subject of this chapter anong

15 states enacting it. Unless displaced by the particul ar

16 provisions of this chapter, the principles of |aw and equity

17 supplenment its provisions.

18 § 6412. Application of chapter.

19 This chapter applies to registration of securities in

20 beneficiary formnmade before or after the effective date of this
21 chapter by decedents dying on or after the effective date of

22 this chapter
23 Section 2. This act shall take effect in 60 days.
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