PRINTER S NO. 388

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 383  *%h”

| NTRODUCED BY ZEMPRELLI, COPPERSM TH, HAWBAKER, W E. FLEM NG
SNYDER, MAZZEI, NOSZKA, SESLER AND MAHADY, FEBRUARY 23, 1971

REFERRED TO BANKI NG, FEBRUARY 23, 1971

O O~NOOTAWNEF

N N R R R R R R R R R
= O © 0o ~N o oo b W N == O

AN ACT
St andar di zing the procedures for pledges of assets to secure
deposits of public funds with banking institutions pursuant
to other |laws; establishing a standard rule for the types,
anounts and val uations of assets eligible to be used as
collateral for deposits of public funds; permtting assets to
be pl edged agai nst deposits on a pool ed basis; and

aut hori zing the appoi ntnent of custodians to act as pl edgees

of assets.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Definitions.--As used in this act, the follow ng
terms shall have, unless the context clearly indicates
ot herwi se, the follow ng neanings:

(1) "Custodian."” A Federal Reserve Bank, a bank, a bank and
trust conpany, a trust conpany or a national bank. The trust
departnment of a depository which is a bank and trust conpany or
a national bank nmay act as a custodi an of assets pl edged by such
depository with the prior witten approval of each public body
whose deposits are secured by such assets.

(2) "Depository.” A banking institution authorized to hold

deposits of public funds.
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(3) "Public body." The Commonweal th or any political
subdi vi si on thereof or any agency, authority, board, comm ssion
or instrumentality of the Commonweal th or of any political
subdi vi si on t hereof.

(4) "Public funds."” Funds of a public body.

(5) "Public deposits.” Deposits of public funds.

Section 2. Scope of Act.--This act provides a standardized
procedure for pledging assets to secure deposits of public funds
required by other statutes or rules or regulations of public
bodi es. This act supersedes such other statutes, rules and
regul ations to the extent they are inconsistent with this act as
to pl edgi ng of assets on a pool ed basis but does not otherw se
repeal or affect such other statutes, rules and regul ations.

Section 3. Pooling of Pledges; Duties of Depositories.--A
depository may pl edge assets to secure public deposits on a
pool ed basis in order that the total anpbunt of assets pledged is
at | east equal to the total anmpunt of such assets required to
secure all the public deposits of the depository. It shall be
the duty of each depository to maintain continuously the total
anount of assets pledged in the required anount and to carry in
its accounting records at all tinmes a general |edger or other
appropriate account of the total anount of public deposits
required to be secured and the total anount of assets pledged to
secure such public deposits. The total anmount of public deposits
required to be secured shall be determ ned as of the opening of
busi ness each day on the basis of the public deposits collected
by the depository.

Section 4. Anmounts Required to be Pledged; Eligible Assets
and Val uation.--The anount of assets required to secure public

deposits, the types of assets which nay be used as security and
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the valuation as collateral of assets pledged shall be the sane
as those applicable to United States Treasury tax and | oan
accounts under the provisions of United States Treasury G rcul ar
No. 92 as in effect on the effective date of this act, except
that the valuation of obligations of the Conmonweal th and public
bodi es of the Commonwealth shall be at the face val ue thereof.

Section 5. Custodians.--Assets securing public deposits
shall be delivered to a custodian for the benefit of all public
bodi es whose funds are secured by the assets fromtinme to tine.
A banking institution may act as custodi an unl ess di sapproved
for this purpose by the Conptroller of the Currency in the case
of a national bank or by the Departnent of Banking in the case
of a State banking institution. The depository may nake changes
and substitutions in, additions to and withdrawals fromthe pool
of assets delivered to a custodian, subject to the duty of the
depository at all times to naintain the total anpbunt of assets
pl edged at least in the anount required for all public deposits
secured thereby. A custodian shall have no responsibility to
determne the validity of a pledge, the anmpbunt of assets
required to be pledged or the eligibility or adequacy of the
assets pl edged but shall use reasonable care in the custody and
preservation of the assets in its possession. In the event of
i nsol vency of a depository, the custodian nmay surrender the
assets in its possession to the receiver or other successor in
interest of the depository.

Section 6. Reports.--Upon request of an appropriate official
of a public body whose funds are secured by pl edged assets, a
depository shall make a report of the amount of the funds of
such public body on deposit with it, the total anmpbunt of public

funds on deposit with it and the total anmount and val uati on of
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assets pledged to secure such public deposits and a custodi an
shall nmake a report of the total anpbunt and val uation of the
assets of the depository in its possession to secure public
deposits. Such reports shall be nmade as at such date as the
public body shall request and shall be given to such authorized
public official, accountant or auditor as the public body shal
designate in witing. A depository shall also make such periodic
reports to the Conptroller of the Currency in the case of a
national bank or to the Departnent of Banking in the case of a
State banking institution, as they shall require.

Section 7. Repealer.--Al acts and parts of acts
i nconsistent with the provisions of this act are hereby repeal ed
as to pledging of assets on a pool ed basis as provided in
section 2.

Section 8. Effective Date.--This act shall take effect on
the first day of the third cal endar nonth follow ng the date of

its approval.
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