HOUSE AMENDED

PRI OR PRI NTER S NOS. 1649, 1904, 2053 PRINTER S NO. 2421

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1258 %%

| NTRODUCED BY HOLL, WAGNER, ERI CKSON, COSTA, LEMMOND, MOVERY AND

THOVPSON, JANUARY 10, 2002

AS AVENDED ON THI RD CONSI DERATI ON, HOUSE OF REPRESENTATI VES,

NOVEMBER 25, 2002

AN ACT

Amendi ng the act of May 15, 1933 (P.L.565, No.111), entitled "An

act relating to the powers and duties of the Departnent of
Banki ng and the Secretary of Banking in exercising

supervi sion over, and taking possession of and conducting or
i quidating the business and property of, corporations,
associ ations, and persons receiving deposits or otherw se
transacti ng a banki ng busi ness, corporations acting as
fiduciaries, and building and | oan associ ations; providing
for the paynment of the expenses of the Departnent of Banking
by supervi sed corporations, associations, or persons, and
appropriating the Banki ng Departnent Fund; authorizing the
Depart ment of Banking, under certain circunstances, to

exam ne corporations, associations, or persons affiliated, or
havi ng busi ness transactions w th supervi sed corporations,
associ ations or persons; authorizing appeals to the Suprene
Court, and prescribing and imting the powers and duties of
certain other courts and their prothonotaries, registers of
wills, recorders of deeds, and certain State departnents,
commi ssions, and officers; authorizing certain |ocal public
of ficers and State departnents to collect fees for services
rendered under this act; providing penalties; and repealing
certain acts and parts of acts,"™ maki ng extensive changes to
noder ni ze and update the law in the general areas of
prelimnary provisions; jurisdiction and mai ntenance of the
Depart ment of Banking; restrictions upon departnment and

enpl oyees; exam nations by and reports to the departnent;
action by departnent after offenses by, or changes in,
condition of institutions; taking of possession by the
Secretary of Banking as receiver and surrender of possession;
rights, powers and duties of secretary as receiver; secretary
i n possession of trust departnent; proof of clains,
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accounting and distribution; and special crimnal history
record information provisions.

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

Section 1. Section 2A of the act of May 15, 1933 (P.L.565,
No. 111), known as the Departnent of Banking Code, anended
Cctober 5, 1978 (P.L.1133, No.266), is anended to read:

Section 2. Definitions.--A. The following terns shall be
construed in this act to have the foll owi ng nmeani ngs, except in
t hose i nstances where the context clearly indicates otherw se:

"Departnent."” The Departnent of Banking of this Commonweal th.

"Secretary." The Secretary of Banking of this Comobnwealth,
or his duly authorized deputy or representative.

"Corporation.” A corporation or a joint stock association,
organi zed under the laws of this Commonweal th, of the United
States, or of any other state, territory, foreign country, or
dependency.

"Person.” An individual, or an unincorporated association,
including a partnership, a limted partnership, or any other
form of unincorporated enterprise owed by two or nore

i ndi vi dual s.

"Li censee." A corporation, person or any other type of

busi ness entity required to be |licensed by, registered with or

partially exenpt frombeing |licensed by the Departnent of

Banki ng under any |aw of this Conmmonweal th adnmi ni stered by the

Depart nent of Banki ng.

"Credit union.” A Pennsylvania State-chartered credit union.
"Institution.” A corporation or a person, as defined in this

section, or other type of business entity, including, but not

l[imted to, a nutual holding conpany, which is subject to the
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supervi sion of the departnment. The term does not include credit

uni ons or |icensees unless specifically stated ot herw se.

"Court." The court of common pleas of the county in which the
corporation or person has its principal or only place of
busi ness in this Commonweal th; or, where an institution of which
the secretary is receiver is concerned, the particular court in
which the certificate of possession, as defined later in this

act, is filed; or the Commpbnwealth Court where specified in this

act .

"Prothonotary."” The prothonotary of such court.
"Witten." This includes printed, typewitten, engraved,
it hographed, photographed, photostated, telephotographed,

electronically transmtted or rendered by ot her nmeans approved

by the Departnent of Banki ng.

"Public body of the United States."” The Federal Deposit
I nsurance Corporation [or the Federal Savings and Loan |nsurance
Corporation,] or any other agency or instrunentality of the
United States which insures deposits of an institution.

* x *

Section 2. Sections 4, 6 and 8 of the act are amended to
read:

Section 4. Advertisenents, Publications, or Notices in
Newspapers.--A.  Unl ess expressly provided ot herw se, any
advertisenment, publication, or notice in a newspaper, required
by this act, shall be published once [a week for three
successive weeks] (1) in a newspaper of general circulation in
the county, as defined by [the Newspaper Advertising Act,
approved the sixteenth day of May, one thousand ni ne hundred
twenty-ni ne (Panphl et Laws, one thousand seven hundred ei ghty-

four), its supplenents and anendnents,] 45 Pa.C. S. § 101

2002051258B2421 - 3 -
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(relating to definitions) published in the city, borough, or

township in which the principal place of business of the
institution is located; and (2) in first-class counties, also in
the | egal newspaper, if any, published within the county, as

defined by [the Newspaper Advertising Act] 45 Pa.C. S. § 101.

If there is no newspaper of general circulation published in
the city, borough, or township, then the advertisenent,
publication, or notice shall be inserted in a newspaper of
general circulation in the county, published at the county seat.
If no newspaper of general circulation in the county is
publ i shed at the county seat, then such adverti senent,
publication, or notice shall be inserted in the newspaper of
general circul ation published nearest to the city, borough, or
townshi p in which the principal place of business of such
institution is located and within the county. If there is no
newspaper of general circulation published within the county,
then the advertisement or notice shall be inserted in the
newspaper of general circulation published nearest to such city,
bor ough, or township in an adjoining county.

B. Any proof of publication required by this act shall be in
accordance with the requirenents set forth in the definition of
proof of publication contained in [the Newspaper Adverti sing

Act] 45 Pa.C. S. 8§ 101.

Section 6. Fees.--Except as otherw se specifically provided
in this act, any prothonotary or recorder of deeds, and any
St at e departnent, board, conm ssion, or officer, other than the
[ Depart nent of Banking] departnent or its enployes, shall be
entitled to receive for services perfornmed, as required by this
act, such fees as it lawfully charges for such sim|lar services.

Section 8. Fees for Copies and Certifications by

2002051258B2421 - 4 -
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Departnment.--A.  The departnent may[, by general rule or
regul ation,] prescribe and charge reasonable fees for any copy
of a book, account, report, or other paper or record filed in

its offices or under its control, and for any certification

t hereof , authorized or required by | aw

B. The followi ng apply to nethods of paynent:

(1) Whenever the departnent is authorized to i npose or

accept paynent for an application fee, exan nation fee,

assessnent fee, fine, copy fee, certification fee or any other

fee or charge, the departnent nay desi gnate recei pt of such

paynent by any neans, including wire transfer, credit card,

debit card, or other sim/lar device.

(2) The departnent nmay permt such paynent to be made using

any nedium including tel ephone, facsinmle transm ssion, wire

transm ssion, electronic mail, Wrld Wde Wb site, or any other

nmet hod related to any transni ssi on mechani smi ncl udi ng t he

I nternet.

(3) The departnent nmay enter into any agreenent in order to

i mpl enent this section.

Section 3. Section 15 of the act, anended Cctober 5, 1978
(P.L.1133, No.266), is anended to read:

Section 15. Act Not Applicable to Credit Unions. --Except
where ot herwi se expressly provided, this act does not apply to,
and does not affect any act relating to, credit unions as
defined in [the act of Septenber 20, 1961 (P.L.1548, No.658), as

anended, known as the "Credit Union Act."] 17 Pa.C. S. (relating

to credit unions).

Section 4. Section 201 of the act, anmended July 2, 1935
(P.L.525, No.202), is anended to read:

Section 201. Corporations and Persons Subject to Supervision

2002051258B2421 - 5 -
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of Department.--The departnment shall have the power to
supervi se- -

A. (1) Al corporations and persons which are authorized to
recei ve or which do receive in this Conmonweal th noney on
deposit or for safe-keeping, or which are authorized to engage
or which do engage in this Commonweal th in a banki ng busi ness,
and all corporations which are authorized to act or which do act
in this Commopnweal th as trustees, guardi ans, executors,
adm nistrators, or in other fiduciary capacities, including, but

not limted to, banks, bank and trust conpanies, trust

conpani es, private banks, savings banks, [and nutual savings

funds;] savings associations, branches, agencies, or

representative offices of foreign banks in this Commobnweal t h,

nmut ual hol di ng conpani es, and i nterstate banks, but not

i ncludi ng hotels or clubs which receive noney from guests or
menbers for tenporary safe-keeping, express, steanship, or
t el egraph conpani es which receive noney for transm ssion, and
attorneys at law, real estate agents, and attorneys in fact, who
are not engaged in the business of receiving noneys in this
Commonweal th for deposit or for transm ssion but receive and
transmt noneys only as an incident to their general business or
prof essi on, brokers |icensed under the laws of this
Commonweal t h, hol di ng menbership in a lawfully constituted
br oker age exchange, who do and have authority to do only such
banking as is incidental to their brokerage business;

(2) [Al building and | oan associations authorized to
transact or transacting business in this Conmonwealt h;

(3)] Al national banking associations, incorporated under
the aws of the United States and | ocated within this

Commpnweal th, which are authorized to act or which do act in

2002051258B2421 - 6 -
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this Coomonweal th as trustees, guardi ans, executors,

adm nistrators, or in any other fiduciary capacities, to the
extent to which supervision by State authorities is or may be
permtted under the laws of the United States.

[ However, when] B. If any [corporation] institution subject

to the supervision of the [Departnment of Banking shall also

engage] departnent, including any credit union, also engages in

a title insurance business[, a nortgage guarantee business,] or
any ot her business subject to the supervision of the Insurance
Departnment, then such [branch of its] business shall not be

subject to the supervision or _exam nation authority of the

[ Depart nent of Banking] departnent except to the extent

necessary to determ ne the safety and soundness of the

i nstitution.

Section 5. Section 202 of the act, anmended July 3, 1957
(P.L.463, No.259), is anended to read:

Section 202. General Scope of Supervision; Exercise of
Discretion.--A.  In addition to the powers and duties provided
for in this act, the departnment shall exercise any power and
fulfill any duty inposed upon it by any other law of this
Commonweal t h. Except where otherw se specifically provided, the
departnment shall enforce and admi nister all laws of this
Commonweal th which relate to any institution, and shall exercise
such general supervision over institutions as will afford the
greatest possible safety to depositors, other creditors, and
shar ehol ders thereof, [insure] ensure the safe and sound conduct
of the business of such institutions, conserve their assets,
mai ntai n the public confidence in such institutions and protect

the public interest.

B. Whenever under this act, discretion is vested in the

2002051258B2421 - 7 -
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departnent or any board thereof as to whether, or the manner in
whi ch, to exercise a power or fulfill a duty, the departnent [or
board] shall, after such exam nation or investigation as it
shall deem appropriate under the circunstances, exercise such

di scretion in such a manner as it shall deem necessary to
[insure] ensure the safe and sound conduct of the business of
any institution subject to its supervision, conserve its assets,
mai ntai n public confidence in the business of such institutions
and protect the public interest and the interest of depositors,

other creditors and sharehol ders thereof.

C. The departnment nmay pronul gate such rul es and requl ati ons

necessary and appropriate to adnmnister this act.

D. The departnent may i ssue statenents of policy and

interpretive letters necessary and appropriate to adm ni ster

this act or any other statute within the departnent's

jurisdiction to adm ni ster or enforce.

Section 6. Section 204 of the act is anended to read:

Section 204. Assessnment of Expenses of Departnent upon
Institutions.--A. Al the expenses of the departnent, including
t hose enunerated in this act or otherw se authorized by | aw,

shall be charged to and paid by all institutions, including

| icensees, in such equitable anmounts, at such tinmes, and in such
manner as the departnent shall, by general rule or regul ation,
prescri be. The expenses incurred by the departnment in connection
wi th any exam nation or investigation, whether regular or
special, including a proportionate part of the salary of any
exam ner or other enploye of the departnment [engaged in such
exam nation or investigation, and all counsel assigned by the

Department of Justice at the request of the Departnent of

Banki ng to an exam nation or investigation,] or third-party

2002051258B2421 - 8 -
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expenses, including attorneys retai ned by the departnent, may be

assessed by the [Departnent of Banking] departnent upon the

particul ar institution exam ned or investigated.
B. The departnent shall give witten notice to each

institution, including licensees, of the anopunt |awfully charged

against it under the provisions of this act. The institution
shall pay the anmobunt of such assessnment to the departnment within

[thirty] sixty days after [such] the invoice date on the notice.

If paynment is not made by any institution or licensee within

[such thirty-day] the sixty-day period, the departnent[, through

t he Departnent of Justice,] may inpose in addition to the noney

assessed a maxi num penalty fee of one hundred fifty dollars

($150. 00) for that sixty-day peri od and each successive thirty-

day period of delinquency. In addition, the departnent, through

the Ofice of Attorney General or its authorized desi gnee nmay

institute an appropriate action at law for the amount lawfully
assessed agai nst such institution, together with any additional
costs incurred by the Departnment of Banking or the [Departnent

of Justice] Ofice of Attorney General or its authorized

Section 7. Section 302 of the act, anmended July 6, 1984
(P.L.634, No.129), is anended to read:
Section 302. Disclosure of Information Forbidden; Penalty;

Exceptions.--A. (1) [Neither] This section applies to nmatters

relating to institutions, credit unions and |li censees.

(2) Neither the secretary, nor any deputy, exam ner, clerk,

or other enploye of the departnment, shall publish or divulge to
anyone any information contained in or ascertained from any
exam nation or investigation nade by the departnent, or any

letter, report, or statement sent to the departnent, or any

2002051258B2421 - 9 -
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ot her paper or docunent in the custody of the departnent, except
when the publication or divul gement of such information is nade
by the departnment pursuant to the provisions of this act [or of
any other |aw of this Commonweal th], or when the production of
such information is required by subpoena or other |egal process
of a court of conpetent jurisdiction, or when it is used in

deci di ng whether to prosecute or in prosecutions or other court

actions instituted by or on behalf of or at the request of the

department, or when referring for investigation to any Federal,

State or local | aw enforcenent or any Federal or State financi al

requl atory agency, including banking, insurance and securities

requl atory agenci es, or when the departnent provides i nfornmation

to any Federal or State financial requl atory agency, incl uding

banki ng, i nsurance and securities requl atory agenci es, when the

i nformati on pertains to an enforcenent concern. The information

shall be provided as may be necessary or appropriate, as

deternmined in the discretion of the secretary.

(3) The service of a subpoena upon the secretary, deputy,
exam ner, clerk or other enploye of the departnment shall not be
construed as requiring such person to disclose any information,
but such person shall have all the rights and privil eges as any
ot her subpoenaed party to object to production of information on
the sane basis as provided in the Rules of Civil Procedure,

statute [law], requlation or common | aw. The departnent nay

condition the rel ease of such informati on on an order froma

court of conpetent jurisdiction protecting the informati on from

general disclosure to the public. The departnent retai ns and nay

exercise any and all renedies at law and in equity to guash a

(4) Any privileges avail able to Federal financi al

2002051258B2421 - 10 -
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institution requl ators under Federal statute, requl ati on or

commpn | aw shall be available to the departnent.

(5) The departnent nmay provide to any person, Federal, State

or | ocal governnent agency the follow ng i nformati on regardi ng

|i censees, to the extent that the departnent has such

information in its possessi on: whether and for what tinme period

a person's license is current, suspended or revoked pursuant to

a final order issued by the departnent; whether and for what

tinme period an individual is or has been suspended or prohibited

fromworking for or otherwi se participating as a |icensee

pursuant to a final order issued by the departnent.

(6) The departnent nmay condition the rel ease of subpoenaed

i nformati on on an order froma court of conpetent jurisdiction

protecting the informati on from general disclosure to the

(7)) |If the departnment i s subpoenaed for a report of

exanm nation i nformati on, the departnent nay refuse to rel ease

the requested i nformation, as the secretary deens necessary and

appropri ate under the circunstances, for the foll owi ng reasons:

saf ety and soundness; if the departnent requests and i s denied a

protective order; or if the departnment requests and is deni ed

redacti on of the report of exam nation to protect the privacy of

persons not involved in the litigation.

B. A violation of the provisions of this section by the
secretary, or by any deputy, exam ner, clerk, or other enploye
of the departnent, shall be sufficient ground for his renoval
fromoffice. In addition the secretary, deputy, exam ner, clerk,

or other enploye [commtting] who willfully or knowi ngly comits

such violation shall be deemed guilty of a m sdeneanor, and

shal |, upon conviction thereof, be subject to inprisonnent for a

2002051258B2421 - 11 -
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peri od not exceedi ng one year, or a fine not exceedi ng one
t housand dol | ars, or both.

Section 8. Section 303 of the act, anended or added Cctober
5, 1978 (P.L.113, No.266), and July 6, 1984 (P.L.634, No.129),
is amended to read:

Section 303. Conflicts of Interest; Penalty.--A  For
pur poses of this section, "institution" shall [nmean: a
Pennsyl vania State-chartered or |icensed bank, nutual savings
bank, bank and trust conpany, trust conpany, private bank,
savi ngs and | oan associ ati on, consuner di scount conpany, notor
vehi cl e sal es finance conpany, |icensed self-financing
install ment seller of notor vehicles, |icensed collector-

repossessor, noney transmtter, pawnbroker] include a |licensee

or credit union. The termincludes credit uni ons unl ess

specifically stated ot herw se.

B. Except as provided in subsection E, neither the
[ Secretary of Banking] secretary, nor any officer or enploye of
t he departnent, nor any deputy receiver or enploye of the
[ Secretary of Banking] secretary, as receiver, shall receive any
sum of noney or any property as a gift or |oan or otherw se,
directly or indirectly fromany institution or fromany officer,
di rector or enploye thereof. This subsection shall not apply to
| oans to enployes of the [Departnment of Banking] departnent who
function in a clerical or nondecision making capacity with
regard to institutions, including, but not limted to, clerks,
typi sts and stenographers.

C. Neither the [Secretary of Banking] secretary, nor any
of ficer or enploye of the departnent, nor any deputy receiver or
enpl oye of the [Secretary of Banking] secretary as receiver,

shall hold any office or position in, have any direct or

2002051258B2421 - 12 -
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indirect pecuniary interest in, or direct or indirectly own
shares or securities issued by an institution, except that the

[ Secretary of Banking] secretary or any departnent enpl oye or

institution other than a credit union which are owned by [ hinj

the secretary on the date of his appointnment, or by other

departnent enpl oyes on the date of commencenent of enpl oynent

with the departnent, and all shares or securities distributed by

the institution and received by [him any of them on account of

the shares or securities so owned subject to the penalty

provisions of this section. Al departnent enpl oyes subject to

this subsection shall provide the departnent with witten notice

of his or her ownership of any such shares or securities prior

to or upon his or her commencenent of enploynent with the

departnent. Notw t hstandi ng the foreqgoi ng, the departnent nay

i npose terns on the enpl oye or officer, including, but not

necessarily limted to, requiring the enpl oye or officer to

place into a blind trust, sell or divest of such shares or

securities as a condition of obtaining or continuing enpl oynent

with the departnent, provided such sale or divestnent is deened

to be reasonably necessary under the circunstances, or to recuse

hi nself or herself from being involved i n any depart nent

deci sion that pertains solely to the institution of which he or

she owns shares or securities.

D. In the event of such ownership of shares or securities by
the [ Secretary of Banking] secretary, he shall disclose the
owner shi p, anount and date of acquisition of such shares or
securities in witing to the Secretary of the Commonweal t h
i mredi ately after his appointnent and shall not during his term

of office participate in any decision or take any action
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© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

concerning an institution in which he owns such shares or
securities other than actions or decisions generally applicable
to institutions or classes of institutions. In the event of

di squalification of the [Secretary of Banking] secretary from
participation in any decision or action for such reason, al
authority vested in himor her by |aw shall, for the purpose of

such deci sion or action, be exercised by the [senior deputy

Secretary of Banking] appropriate deputy secretary, in

accordance with their jurisdictional responsibilities.

E. The prohibitions of subsections B and C shall not apply
to:

(1) Afirst lien nortgage | oan upon the honme of the
[ Secretary of Banking, an officer or enploye of the departnent,
a deputy receiver or an enploye of the Secretary of Banking as
recei ver, where such loan is granted upon the sanme terns and in
t he sane manner as provided by |law for nortgage | oans] secretary

or other enploye of the departnment, or an indirect notor vehicle

| oan origi nated under the act of June 28, 1947 (P.L.1110,

No. 476), known as the "Mbdtor Vehicle Sales Finance Act," in any

and all such nortgage | oans or indirect notor vehicle | oans

whi ch may be originated by an institution other than a credit

uni on, where such loan is granted upon the sane terns and in the

sane manner as provided by |l aw for nortgage | oans or indirect

not or vehicle | oans granted by such institutions. Al persons

subject to this subsection shall provide the departnent with

witten notice of any |loan referenced in this subsection and its

ternms within thirty days of receiving the | oan. Notw t hst andi ng

the foregoi ng, the departnent nay i npose terns on the enpl oye or

officer, including, but not necessarily limted to, requiring

such person to recuse hinself or herself from being i nvol ved in

2002051258B2421 - 14 -
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any departnent decision that pertains solely to the institution

fromwhi ch he or she recei ved a | oan.

(2) A deposit account with an institution other than a

credit union, provided that such account shall not be
intentionally overdrawn[; except that an exami ner assigned to

t he exam nation of savings associations shall not have a savi ngs
account in any State-chartered savings association.] and the

secretary, departnent enpl oye or officer does not participate in

any vote as a sharehol der or nenber of such institution.

F. A violation of the prohibitions of this section by the
[ Secretary of Banking] secretary, an officer or enploye of the
departnent, a deputy receiver or an enploye of the [Secretary of
Banki ng] secretary as receiver shall constitute sufficient
ground for renoval fromoffice. In addition, any such person who
willfully or knowi ngly commts such violation shall be guilty of
a m sdeneanor and shall, upon conviction thereof, be subject to
i mprisonnment for a period not exceeding one year, or a fine not
exceedi ng one thousand dollars ($1,000.00), or both; and shal
be subject to a further fine equal to the anmount of noney or
val ue of the property which such individual has directly or
indirectly received in violation of this section.

Section 9. Section 401 of the act, anmended July 6, 1984
(P.L.634, No.129), is anended to read:

Section 401. Examinations of Institutions.--[A  The
departnment shall examine all institutions thoroughly at | east
once every two cal endar years, and nore frequently if it deens
such action necessary or advisable to safeguard the interests of
depositors, other creditors, or sharehol ders of such

institutions. This exam nation shall include a conplete review

of the property, assets, and resources of the institution; the
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| oans and di scounts nade by it and the collateral deposited with
it as security for such | oans; the node of conducting its
affairs; the investnment of its funds; the interest taken in its
affairs by its officers, directors, and enployes if a
corporation, or by its enployes and the partners or individuals
owning it if a person; its conpliance with the law, and with the
terms of its charter or license if it has either; and any other
matters, bearing any relation to its condition, which the
departnment shall prescribe.

The departnent may al so make speci al exam nations or
i nvestigations of any institution at any tinme the departnment
deens such action necessary or advisable, to protect depositors,
ot her creditors or sharehol ders thereof.]

B. The departnment, when requested in witing by [a person
subject to its supervision, or by the board of directors or the
hol ders of a mpjority of the shares of capital stock of a

corporation subject to its supervision, shall] an _owner of al

or part of an institution, credit union or |licensee, including a

shar ehol der, partner or nenber, or a director or officer of an

institution, credit union or |licensee subject to its

supervision, nmay at the departnent's di screti on exan ne or

investigate the affairs and condition of such institution.
However, this provision shall not be construed to nean that such
person, directors, or sharehol ders shall have any greater right
to require the departnent to disclose to themthe results of any
such exam nation or investigation than they have in the case of
any regul ar exam nation or investigation.

C. The departnent, upon the receipt of notice fromthe
I nsurance Conmi ssioner that he has becone receiver of a

corporation or person, any branch of the business of which is
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subj ect to the supervision of the [Departnent of Banking]
departnment, [shall] may exam ne or investigate the affairs and
condition of such institution in order to detern ne whether any
action should be taken by the [Departnment of Banki ng]
departnent, pursuant to the provisions of this act.

D. Exam nations or investigations shall be nade by the
secretary, or by qualified exam ners or other qualified enpl oyes
designated for that purpose by the secretary or by his duly
aut hori zed deputy, and enpowered, in witing, by the departnent
to make exam nations or investigations of institutions,

i ncluding credit unions and |icensees who nay be assessed

charges to cover the departnent's costs of such exam nati ons and

i nvesti gati ons.

E. In the case of an institution which is a nenber of a

Federal Reserve Bank or any other institution including a credit

union, the department may, in its discretion, accept the

exam nations or reports made [under the Federal Reserve Act]

pursuant to the requi renents of applicable Federal lawin lieu

of those required by this act[.] or _any other act of this

Commpnweal th. The departnent may accept Federal application

forms fromapplicants for charter or other approvals or

nonobj ecti ons of the departnent under the statutes adm ni stered

by the departnent in lieu of departnent forns when the

departnent deens such acceptance appropri ate.

F. In connection with any exam nation or investigation

authorized by this act or any other |aw, the departnent shall

have, in addition to the authority provi ded by any other | aw,

power to issue subpoenas requiring the attendance of, or the
production of pertinent books [and papers by], papers,

electronic data or informati on of any kind which is in any form
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by, the officers, directors, agents, enployes, or nenbers,

respectively, of any corporation or person, including a credit

union or |licensee, which the departnment is authorized, under the

provisions of this act or _any other law of this Commonwealth, to

exam ne. The departnent shall have power to i ssue subpoenas to

any other person or entity of any ki nd whatsoever, provi ded that

the informati on from such person or entity is necessary for the

enforcenent of this act or any other law within the jurisdiction

of the departnent. The departnment shall al so have the power to

guestion such w tnesses under oath or affirmation, and to
exam ne such books and papers.

Any witness who refuses to obey a subpoena issued under this
section, or who refuses to be sworn or affirmed, or to testify,
or who is guilty of any contenpt after sumons to appear, may be
puni shed as for contenpt of court, and, for this purpose, an

application may be made to Conmonweal th Court or any court of

common pleas within whose territorial jurisdiction the offense
was conmtted, for which purpose such court is hereby given
jurisdiction.

Section 10. Section 402 of the act, amended July 2, 1935
(P.L.525, No.202), is anended to read:

Section 402. Exam nation of Corporations or Persons
Affiliated with Institutions.--[A  The Departnent of Banki ng]

The departnent shall have the power to supervise, regul ate,

exanmine, limt, or prohibit the activities of corporations or

persons affiliated with institutions, including credit unions,

to the sanme extent as such activities of corporations or persons

affiliated with national banking associ ations, Federal savings

associ ati ons or Federal credit unions, or with nmenbers of a

Federal Reserve Bank, are, or shall be, supervised, regul ated,
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examined, limted, or prohibited by general law, [or] by Federal

statutes or by regul ations issued by any Federal authority

pursuant to law, but in no event shall the departnent's

exanm nati on and enforcenent authority over affiliates be | ess

than is perm ssible for banking institutions under the act of

Novenmber 30, 1965 (P.L.847, No.356), known as the "Banki ng Code

of 1965," savi ngs associ ati ons under the act of Decenber 14,

1967 (P.L.746, No.345), known as the "Savi ngs Associ ati on Code

of 1967," or credit unions under 17 Pa.C.S. (relating to credit

[B. For the purpose of determining the condition of, and
obtaining full information about, an institution, the departnent
may exam ne and investigate the property, assets, books, papers,
and affairs of any corporation or person affiliated with such
institution. A corporation or person shall be deened to be
affiliated with an institution for the purposes of this section
if--

(1) It is owned directly or indirectly by such institution;
or

(2) It owns directly or indirectly such institution; or

(3) It is owed directly or indirectly by the sane person or
corporation which owns directly or indirectly such institution;
or

(4) The election of a majority of its board of directors is
controlled directly or indirectly by any instrunentality,
agency, or arrangenment that controls directly or indirectly the
el ection of a mgjority of the board of directors of such
institution; or

(5 A nmjority of its directors are also directors of such

institution; or
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(6) Menbers of its board of directors constitute a majority
of the board of directors of such institution; or

(7) Substantially all of its principal executive officers
constitute a majority of the board of directors of any such
institution, or conprise all or substantially all of the
executive officers of any such institution; or

(8) |Its board of directors is conposed of executive officers
of any such institution; or

(9) It dominates or controls, in whole or in part, the
busi ness or policy of such institution, either by contract or
ot herw se.

Provi ded, however, that the departnment shall not have power
to exam ne any corporation or person as an affiliated
corporation or person under this section, unless--(1) it either
directly or indirectly owms or is owned by an institution; or
(2) the institution within the precedi ng two-year period had
investnments in, or outstanding |oans secured, in whole or in
part, by shares of stock or securities of, such corporation or
person, which have no readily ascertai nabl e market val ue.

For the purposes of this section, the ownership of nore than
fifty per centumof the total nunber of shares, voted upon at
the | ast neeting of the sharehol ders of a corporation for the
el ection of its directors, shall be deenmed to be ownership of
such corporation

Shares of stock, held in the nanme of a nom nee of any
corporation, for the benefit of such corporation, shall be
deened to be shares owned or controlled by the corporation.]

Section 11. Section 403 of the act, anmended July 29, 1941
(P.L.583, No.247) and August 14, 1963 (P.L.863, No.44), is

anended to read:
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Section 403. Reports to Departnent; Publication;
Penalties.--A Every institution[, except building and | oan
associ ations, shall send to the departnent at | east tw ce each
year, and nore frequently if the departnent shall so order, a
conplete report of its condition, exhibiting in detail, under
appropri ate headings, the resources and liabilities of the
institution, and shall also send to the departnment at |east once
each year, and nore frequently if the departnment shall so order
a conplete report of its earnings setting forth in detail al
itenms of income and expense. Every buil ding and | oan associ ati on
shall send such reports to the departnent once each year, unless

the departnent orders nore frequent reports.] shall naintain

copies of the conplete reports of its condition in such form and

as of such dates as nmy be required by the departnment, and

publ i sh copies or conpilations thereof to the extent required by

Federal | aw.

The departnent may al so require special reports on the
condition of, or any particular facts concerning, any
institution at any tinme the departnment deens it necessary or
advi sabl e for the protection of the depositors, other creditors,

or sharehol ders thereof. The manner of delivery of such reports

or special reports nmay i nclude such electronic or other type of

t echnol ogi cal | y advanced delivery as may be pernmitted by the

depart nent.

B. The formof all reports, the information to be contai ned
in them and the date on which they shall be due shall be
prescri bed by the departnment. The reports shall be verified by
the oath or affirmation of the president, cashier, secretary,
treasurer, or other managing officer of a corporation, or by one

of the firmin the case of a partnership or other unincorporated
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associ ation, or by the banker if an individual or in such other

manner as nmay be provided by the departnent. In the case of a

corporation, the report shall also be attested as correct by the
signatures of at least three of its directors or trustees or_in

such ot her manner as may be provided by the departnent.

[C. Every institution, except building and | oan
associ ations, shall publish during each year, in a newspaper or
newspapers in the manner provided by this act, abstract
summaries of any two of its reports of condition designated for
this purpose by the departnent, and shall send proof of such
publication to the departnent. Such publication shall be
required only once in a newspaper of general circulation, and,
in first class counties, once in a |legal newspaper. If there is
no newspaper of general circulation published at the city,
bor ough or township in which the principal place of business of
such institution is |ocated, such publication may be inserted in
a newspaper of general circulation published nearest to such
city, borough or township, and within the same county. Buil ding
and | oan associ ations shall not be required to publish any
abstract summaries of reports.

D. The departnent shall furnish to anyone requesting it,
upon paynent of a reasonable fee to be fixed by the departnent,
an abstract sunmary of any report then in its possession of any
bui l di ng and | oan associ ati on subject to its supervision,
showi ng the assets, liabilities, receipts, and di sbursenents of
such buil ding and | oan associ ati on. ]

E. (1) Any institution which fails to make or publish any
report, or to furnish any proof of publication, in accordance
with the provisions of this section, shall pay to the departnent

a penalty of one hundred dollars for each day after the tine
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fixed by the departnent for filing such report, making such
publication, or furnishing such proof of publication, but the
department may, in its discretion, relieve any institution from
t he paynent of such penalty, in whole or in part, if good cause
be shown to it for the failure of such institution to file or
publish the report or to furnish proof of publication thereof.

[If an institution] (2) Notw thstanding any licensing statute

to the contrary, if a licensee |icensed under any respective

licensing statute within the departnment's jurisdiction to

enforce fails to notify the departnent in witing recei ved by

the department within ten days of relocating the |licensee's

li censed office that the |icensee has rel ocated such |icensed

office to a location stated by the |licensee, then the |icensee

shall pay to the departnent a fine up to a maxi num of two

t housand dol |l ars ($2,000.00) per violation for failing to tinely

notify the departnment of such change of |icensed office

| ocati on. For the purposes of this subsection, the term

"licensing statute" neans any State | aw pursuant to which the

departnent may grant a |license.

(3) If an institution or licensee fails to pay a penalty

fromwhich it has not been relieved, the departnent may, through

the [ Departnment of Justice] Ofice of Attorney General or its

aut hori zed designee, maintain an action at law to recover it,

together with any additional costs incurred by the departnent or

the Ofice of Attorney General or its authorized desi gnee.

Section 12. Section 404 of the act is anended to read:
Section 404. Disclosure of Information.--A.  The depart nent

may divulge to an institution, or to any officer, or any

director [or trustee], trustee or attorney thereof, any

informati on contained in or ascertai ned froman exam nati on or
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i nvestigation of such institution made by the departnent.

Reports of exani nation i ssued by the departnent remain the sole

property of the departnent. A report of exanm nation issued by

the departnment to an institution is strictly confidential. Any

copy of a report of examnation is and shall remain the property

of the departnment and is furnished to the institution, subject

to the express condition that it shall be returned to the

departnent i medi ately upon a request fromthe secretary. If a

subpoena or other | egal process is received calling for

producti on of such a report of exam nation, or any portion

thereof, the departnent shall be notified i mediately by the

institution. Under no circunstances shall the instituti on or any

of its directors, trustees, officers, or enpl oyes nmake copi es of

the report of exanination or any portion thereof available to

any organi zati on or person who is not officially connected with

such institution as a director, trustee, officer, attorney or

enpl oye without the prior witten approval or nonobjecti on of

the department. Notw thstandi ng the foregoing, an institution

may di scl ose the exi stence and contents of an order or other

enforcenent action issued to it by the departnent to the extent

requi red by applicable Federal securities |aw or State

securities | aw

B. The departnent, on the witten request or consent of any
institution, authorized in the case of corporations by
[resolution of its board of directors, or its board of trustees,

as the case may be] the president or senior executive officer of

the institution, may discuss with any person or persons sel ected

by the departnment, or selected by such institution and approved
by the departnment, any matters relating to the financial

condition of such institution.
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C. The departnent, by itself and in its reasonabl e

di scretion for requlatory or enforcenent purposes, or on the

witten request or consent of any institution, authorized in the
case of corporations by [resolution of its board of directors,

or its board of trustees, as the case nay be] the president or

seni or _executive officer of the institution, may furnish to the

Federal Reserve Board, to the Federal Reserve Bank of the
district in which the place of business of any institution is
| ocated, or to any agency or instrunmentality of the United
St at es governnent, or of the Commonweal th of Pennsyl vania, or

any ot her supervisor of financial institutions in another state,

any information in its possession relating to such institution.

D. The departnment may, fromtine to tinme, with the approval
of the Governor, cause to be published a sunmary of the
condition of institutions under its supervision, containing such
information in relation to such institutions as in its judgnent
is desirable.

E. [This section shall not] Neither this section nor any

other statute or requlation shall be construed to require the

section, when in the opinion of the departnent such publication

or divul genent is undesirable.

F. Not wi t hst andi ng any of the foregoing provisions of this

section, the departnent may enter into such cooperative,

coordi nati ng and i nfornmati on-shari ng agreenents with any other

Federal and State banking, insurance or securities regul atory

agencies or do so by, with and through any trade associ ati on of

such agencies, with respect to any exani nati on, supervi Sion,

enforcenent, crinminal referral, consuner conplaints or any other

requl atory matters related to institutions, including credit
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uni ons, trust conpanies and |icensees, as nay be reasonably

necessary or appropriate, as determned in the discretion of the

secretary. The departnent may enter into joint exanm nations or

joint enforcenment actions with any other Federal or state

banki ng regqul atory agency, or any insurance or Securities

requl atory agency havi ng concurrent jurisdiction over any person

or entity lawfully or unlawfully engaging in the busi ness of a

depository institution, trust conpany, credit union or |icensee,

as nay be reasonably necessary and appropriate in the discretion

of the secretary.

G This section also applies to credit unions and |icensees.

Section 13. The act is anended by adding a section to read:

Section 405. Crinmnal H story Record |Information.--A For

t he purposes of this section, a "covered individual" has the

f ol | ow ng nmeani ngs:

(1) Any individual or owner of a sole proprietorship that

initially applies to the departnent for any kind of a covered

li cense under a licensing statute or any individual that

controls such an individual or sole proprietorship, or any

branch offi ce manager or other enpl oye of such an individual or

sol e proprietorship who will engage in activity that will be

subject to a licensing statute, provided that such activity is

not solely back office functions or clerical work.

(2) Any individual who owns thirty per centumor nore of any

type or class of stock or other ownership interest in a business

corporation that initially applies to the departnment for a

covered license, or, with respect to a trust conpany, ten per

centum of such stock or other ownership interest, or any chief

executive officer, president, chief financial officer, chief

operating officer, corporate secretary, corporate treasurer, or
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ot her senior | evel executive of such busi ness corporati on, or

any junior |evel executive of such busi ness corporati on that

partici pates in the conduct of such busi ness corporation's

affairs that are related to such busi ness corporation's activity

i n Pennsyl vani a, or any branch office nmanager or other enpl oye

of such busi ness corporation who will engage in activity that

will be subject to a licensing statute, provided that such

activity is not solely back office functions or clerical work.

(3) Any individual with any kind of ownership or nenbership

interest in a noncorporate entity that initially applies to the

departnent for a covered |license under a |licensing statute, or

any officer of any busi ness corporati on or noncorporate entity

with any ki nd of ownership or nenbership interest i n another

noncorporate entity, or any branch offi ce nanager or other

enpl oye of a noncorporate entity that applies to the departnent

for a license under a licensing statute who will engage in

activity that will be subject to a |licensing statute, provided

that such activity is not solely back office functi ons or

clerical work.

B. For the purposes of this section, a "covered |license"

means a nortgage broker license or |linmted nortgage broker

li cense under the act of Decenber 22, 1989 (P.L.687, No.90),

known as the "Mrrtgage Bankers and Brokers and Consumer Equity

Protection Act," a secondary nortgage broker |icense under the

act of Decenber 12, 1980 (P.L.1179, No.?219), known as the

"Secondary Mortgage Loan Act,"” a consuner di scount conpany

li cense used only in the capacity of a broker that is not

originating | oans under the act of April 8, 1937 (P.L. 262,

No. 66), known as "The Consuner D scount Conpany Act," a noney

transmtter |license under the act of Septenber 2, 1965 (P.L. 490,
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No. 249),

referred to as the Money Transni ssi on Busi ness

Li censi ng Law, a check casher |

cense under the act of February

18, 1998 (P.L.146, No.22),

known as the " Check Casher

Li censi ng

Act," a pawnbroker |icense under

the act of April 6, 1937

(P.L.200, No.51), known as the "

Pawnbr okers Li cense Act," a

col | ector-repossessor |icense or

install nent seller |icense

under the act of June 28, 1947 (

P.L.1110, No.476), known as the

"Mbt or Vehicle Sal es Fi nance Act

a license the departnent nmay

grant pursuant to any other |licensing statute, or the articles
of incorporation of a trust conpany under the act of Novenber
30, 1965 (P.L.847, No.356), known as the "Banki ng Code of 1965."

C. For the purposes of this

section "national crim nal

hi story record i nfornmati on"

means cri n nal

hi story records

mai nt ai ned by the Federal

Bur eau of

| nvesti gati on Cri m nal

Justice Informati on Services Division consistent with the act of

Cct ober 25, 1972 (Public Law 92-544, 86 Stat. 1115).
D. For the purposes of this section, "non-corporate entity"
means an association, joint venture or joint stock conpany,

part nership,

limted partnership,

limted partnership

associ ati on, nonprofit corporati

on, professional corporation or

any ot her group of individuals,

however organi zed.

E. For the purposes of this

section, "licensing statute"

means the "Mortgage Bankers and

Br okers and Consuner Equity

Protection Act," the "Secondary

Mort gage Loan Act," the

"Consuner Di scount Conpany Act," the "Mdtor Vehicle Sales

Fi nance Act," the Money Transm ssion Business Licensing Law, the
"Check Casher Licensing Act," the "Pawnbrokers License Act," any
ot her statute pursuant to which the departnent nmay grant a
license or the "Banking Code of 1965" only insofar as it relates

to the business of a trust conpany.
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F. (1) |In connection with any initial application submtted

to the departnent for a covered |license, a covered individual

shall submt his or her fingerprints to the departnent or to

such other international, Federal, State or |ocal gover nnent

agency, or designee thereof, selected by the departnent,

i ncl udi ng the Pennsyl vania State Police and the Federal Bureau

of Investigation, in order for the departnent to receive

crimnal history record informati on fromany i nternati onal,

Federal, State or | ocal governnent agency, or desi gnee thereof,

including crimnal history record infornation fromthe

Pennsyl vania State Police or national crimnal history record

i nformati on fromthe Federal Bureau of |nvestigation. The

departnent shall send or receive such crinmnal history record

i nformati on or national crimnal history record information to

or fromthe Pennsylvania State Police, the Federal Bureau of

| nvesti gati on or any other international, Federal, State or

| ocal gover nnent agency, or designee thereof, in a manner that

is satisfactory to the departnent. National crimnal history

record i nformati on recei ved by the departnent shall be handl ed

or nui ntained in accordance with Federal Bureau of |nvestigation

policy.

(2) Any individual who was not a covered individual at the

tinme an application for a covered |license was subnitted to the

departnent, but who | ater occupies a position that would have

made that person a covered individual at the tine an application

for a covered |license was subnitted to the departnent, shal

conmply with all of the requirenments of paragraph (1) at the tine

an application to renew an exi sting covered license is subntted

to the departnent, or, with regard to a trust conpany, at any

ti me desi gnated by the departnent.
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G During the initial or renewal |icense application

process, the departnment nay deemthe |icense applicati on as

i nconpl ete and therefore not commenci ng the review peri od stated

in the respective licensing statutes if the departnent has not

recei ved evidence fromthe applicant that nati onal crim nal

hi story record i nformati on and other crimnal history record

i nformati on required under this secti on has been requested from

the Federal Bureau of |nvestigation for national crim nal

hi story record i nformati on, or the Pennsylvania State Police or

any other international, Federal, State or | ocal governnental

agency or desi gnee thereof for crinmnal history record

i nfornmati on.

H. Not wi t hst andi ng any other law to the contrary, the

departnent may suspend its processi ng and consi derati on of any

initial or renewal |icense application subnmtted to the

departnent under a licensing statute unl ess and until the

departnent receives any and all national crimnal history record

informati on fromthe Federal Bureau of |nvestigation, crim nal

hi story record informati on fromthe Pennsyl vania State Police,

or crimnal history record infornmati on from any ot her

international, Federal, State or | ocal governnent agency

responsi bl e for such recordkeeping. |If the departnent does not

receive the crimnal history record i nfornmati on, including

nati onal crimnal history record i nformati on, required under

this section, then the departnent nay deny the initial or

renewal |icense application.

| . Not wi t hst andi ng t he foregoi ng provi sions of this section,

the departnment's approval or denial of a covered |icense

application under a licensing statute w thout the departnent

receiving crimnal history record i nformati on or nati onal
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crimnal history record i nformati on reqgardi ng cover ed

i ndi viduals as required under this section shall not prohibit

the departnment from taking any acti on authori zed by | aw

i ncl udi ng suspensi on or revocation of such a license. In

addi ti on, the departnent may deny a covered |icense application,

or suspend or revoke a covered |license based on the contents of

crimnal history record information, or the untinely recei pt or

failure to provide crimnal history record i nformati on, or

m sl eadi ng or inaccurate i nformati on provided by the applicant

or covered individual, pursuant to this section, any |icensing

statute and other applicable lawincluding 18 Pa.C.S. Ch. 91

(relating to crimnal history record i nfornmation).

J. The cost of any crimnal history record infornmation,

i ncluding national crimnal history record i nformati on, obtained

by the departnent pursuant to this section shall be paid by the

initial or renewal |icense applicant or the individual whose

crimnal history is being checked.

Section 14. Section 501B and C of the act, anended July 1,
1981 (P.L.178, No.52), are anended to read:

Section 501. Oders by Departnent.--* * *

B. Wenever it shall appear to the departnent that an
attorney, officer, or enploye of an institution, and in the case
of an incorporated institution, a director or trustee thereof,
shall have continued to violate any law relating to such
institution, or shall have continued unsafe or unsound practices
i n conducting the business of such institution, after having
been warned by the departnent to discontinue such violations of
| aw or such unsafe or unsound practices, the departnent may
i ssue an order directing such attorney, officer, enploye,

director, or trustee to appear on the day fixed in such order
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before the departnment and show cause why he shoul d not be
removed fromhis office or position and such office or position
decl ared vacant. A copy of such order shall be sent to the
institution of which such person is an attorney, officer,

enpl oye, director, or trustee.

The office or position of any attorney, officer, enploye,
director, or trustee, so ordered by the departnent to appear,
who does not appear on the day fixed in such order, shall,
unl ess the date for his appearance shall previously have been
extended by the departnment, upon such failure to appear, be
decl ared vacant.

On the day fixed in the departnment's order such attorney,
of ficer, enploye, director, or trustee shall be heard, in person
or by counsel, by the departnent. If, after such hearing, it
shal | appear to the departnment that such attorney, officer,
enpl oye, director, or trustee has not shown cause why he should
not be renobved fromhis office or position and such office or
position declared vacant, the departnent shall, within sixty
days of such hearing, issue an order directing the institution
to renmove such attorney, officer, enploye, director, or trustee
fromhis office or position, and declare such office or position
vacant. A copy of such order shall be sent to the attorney,
of ficer, enploye, director, or trustee so renoved.

The departnent shall set forth in its order the date upon
whi ch any such renoval and decl aration of vacancy shall becone
effective.

If the institution, of which such person, ordered by the
departnment to appear is an attorney, officer, enploye, director,

or trustee, is an interstate bank or is a nenber of a Federal

Reserve Bank, the Federal Deposit |nsurance Corporation[,] or
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t he Federal Home Loan Bank, [or the Federal Savings and Loan

I nsurance Corporation,] the departnment may notify such Federal
Reserve Bank, Federal Deposit Insurance Corporation, Federal
Hone Loan Bank, [or Federal Savings and Loan | nsurance

Corporation,] or_other bank supervisory agenci es having

jurisdiction over an interstate bank, as the case may be, of its
order directing such attorney, officer, enploye, director, or

trustee to appear before the departnment and of its decisions

i ssued in such a case. At such hearing, any duly authorized

representative of such Federal Reserve Bank, Federal Deposit
I nsurance Corporation, Federal Hone Loan Bank or [ Federal

Savi ngs and Loan | nsurance Corporation] other bank supervisory

agenci es having jurisdiction over such interstate bank, as the

case nmay be, may appear as a witness [against such attorney,
of ficer, enploye, director, or trustee].
act, the proceedings of the departnment and its decisions

regarding institutions shall not be published or divulged to

anyone.
Any attorney, officer, enploye, director, or trustee, who is
removed fromhis office or position as provided in this section,
shall thereafter be disqualified fromacting as an attorney,
of ficer, enploye, director, or trustee of any institution in
this Commonweal th, for such period as the departnent shal
prescri be.
C. In connection with any hearing or investigation

authorized by this act or by any other |law, the departnent shall

have, in addition to the authority provi ded by any other | aw,

power to issue subpoenas, requiring the attendance of or the

production of pertinent books [and], papers, electronic data or
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i nformation of any kind in any form by the officers, directors,

agents, enployes, or nenbers, respectively, of any corporation
or person which the departnent is authorized under the

provi sions of this act or _any other |law of this Commonwealth to

exam ne. The departnent shall al so have power to i ssue subpoenas

to any person or entity provided that the informati on from such

person or entity is necessary for the enforcenent of this act or

any other law within the jurisdiction of the departnent. The

department may, upon application of the attorney, officer,

enpl oye, director, or trustee to be heard, subpoena such

Wi tnesses as are set forth in such application. The depart nment
shall al so have the power to question such w tnesses under oath
or affirmation, and to exam ne such books and papers. In the

event that a person fails to conply with a subpoena for

docunents or testinony i ssued by the departnent, the departnent

may request an order fromthe Commonweal th Court requiring the

person to produce the requested i nformation.

Any wi tness who refuses to obey a subpoena, issued under this
section, or who refuses to be sworn or affirmed or to testify,
or who is guilty of any contenpt, after summobns to appear, may
be puni shed as for contenpt of court, and for this purpose, an

application may be made to the Commonweal th Court or to any

court of common pleas, within whose territorial jurisdiction the
of fense was conmitted, for which purpose such court is hereby
gi ven jurisdiction.

* %k

Section 15. Section 502 of the act is amended to read:

Section 502. Enforcenent of Departnment's Order by Court.--

Whenever [an institution] a person, institution, credit union,

|icensee or other entity of any kind whatsoever shall not conply
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with the ternms of an order of the departnment which has been

properly issued under the circunstances, pursuant to this act or

any other |aw, the departnent, upon notice to the [institution,

may, through the Departnent of Justice, petition the court of
common pl eas, either of Dauphin County, or of the county in
which the institution has its principal or only place of

busi ness,] person, institution, credit union, licensee or entity

may, in addition to the authority provi ded by any other | aw,

through the O fice of Attorney General, petition the

Commonweal th Court for an order directing the institution to

obey the order of the departnment within such period as shall be
fixed by the court. Upon the filing of such petition, the court
shall allow a rule to show cause why it should not be granted.
Whenever, after a hearing upon the nerits, it shall appear that
the order of the departnent was |awfully issued, the court shal
grant the petition of the departnent.

Section 16. Section 503 of the act is anmended to read:

Section 503. Quo Warranto or Injunction Proceedings.--[A
When any corporation subject to the supervision of the
departnent (1) has not had its capital, surplus, or expense fund
paid in as required by law, or (2) has not in any manner
exercised at | east one of the powers conferred upon it by its
articles of incorporation within two years after the issuance of
its certificate of incorporation by the Departnent of State, or
(3) has fornmerly exercised any of its corporate powers but for a
period of two years has not exercised at |east one of them the
departnent shall notify the Departnent of Justice of these
facts, and the Departnent of Justice may then proceed by quo
war rant o agai nst such corporation, in the manner provided by

law, to oust it fromits corporate powers and privil eges.]
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B. Wen any institution violates any provision of its
articles of incorporation, and refuses to obey a lawfully issued
order of the departnent that it cease such violation, the

departnment may notify the [Departnment of Justice] Ofice of

Attorney Ceneral of these facts, and the [Departnent of Justice]

Ofice of Attorney CGeneral nay then institute quo warranto

proceedi ngs agai nst such corporation or other type of

institution, in the manner provided by |aw.

[C. When any person subject to the supervision of the
departnment has not, for a period of two years, done any act in
pur suance of its banking powers, the departnment shall notify the
Department of Justice of these facts, and the Departnent of
Justice may then proceed agai nst such person by the nethod
provided by law to enjoin it permanently from doi ng a banki ng
business in this Commobnweal t h. ]

C. The departnment nmay nmaintain an action in Commonweal th

Court or any other court of conpetent jurisdiction for an

i njuncti on or other process agai nst any person to restrain and

prevent the person fromengaging in any activity violating this

act or any other statute or regulation within the departnent's

jurisdiction to adm ni ster or enforce.

D. This section pertains to institutions and credit uni ons.

Subsection Cis applicable to institutions, credit uni ons and

licensees.

Section 17. Sections 504, 601 and 604 of the act are anended
to read:

Section 504. Taking of Possession by Departnent.--A The

departnment may take possession as receiver, which throughout

this act includes the authority to act as conservator, of the

busi ness and property of any institution subject to its
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supervi si on whenever it shall appear to it that such
institution--

(1) Is violating its articles of incorporation, any order of
the court issued upon application of the departnment, any cease

and desist or simlar order of the departnent, or any |aw of the

Commonweal th regul ating its business; or

(2) Is conducting its business in an unsafe manner; or

(3) Is in an unsafe or unsound condition to transact its
busi ness; or

(4) In the case of a corporation, has an inpairnment of its
capital below the mnimumrequired by law or by its articles of
i ncorporation; and in the case of a person, has not nmade good a
depreciation in the value of the bonds or securities deposited
with the departnent below the mnimumrequired by |aw, or after

due exanmi nation of the corporation or person, is deternmined to

be insolvent; or has a substantial dissipati on of assets or

earni ngs or any unsafe or unsound practice or for any viol ation

of Federal or State financial | aw or pertinent requl ation; or

(5) Has suspended paynent of its obligations, wthout
authority of lawf, and in the case of a building and | oan
associ ation, has not, for a period of one year after due demand
or notice by a sharehol der, paid any matured share or any

withdrawal]; or is likely to be unable to pay its obligations or

nmeet its depositors' denands in the nornal course of business;

or
(6) Has refused to submt its records and affairs to, or its

officers or directors have refused to be exam ned upon oath or

affirmation concerning its affairs by, the secretary, or any

ot her duly authorized exam ner, in connection with any |aw ul

exam nation or investigation; or
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(7) Requests the departnment, by its board of directors or
its board of trustees in the case of a corporation, and, in the
case of a person, by its individual owner or owners, to take
possession for the benefit of depositors, other creditors, and
shar ehol ders[.]; or

(8) Has assets less than its obligations to its creditors

and others, including nenbers of the institution.

[B. Before taking possession, the departnment shall conduct a
heari ng before the departnent and the Departnment of Justice,
whi ch nmay be attended only by, and notice of which shall be
given only to, the officers and directors of the corporation, or
the officers and individual owner or owners of the person. After
such hearing, the departnment may, if it first procures the
consent of the Departnent of Justice, take possession:

Provi ded, however, That whenever immedi ate action shall be
necessary in order to protect the interests of the depositors,
other creditors, or shareholders of an institution, it may take
possessi on wi t hout conducting a hearing and w thout the approval
of the Departnent of Justice.]

B. Prior to the departnent taking possession, the depart nent

shall have full authority to take any action it deens

appropriate in anticipation of taking possessi on of an

institution, including, but not limted to, seeking and

contacting potential acquirers of part or all of the institution

that may be taken i nto possessi on, and obtaining qualified

agents or seeking and contacting potenti al successor trustees to

adm ni ster fiduciary accounts.

C. In addition, whenever the secretary in his official
capacity is appointed receiver by any court of equity, as

provi ded by |law, the departnent shall take possession of the
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busi ness and property, and the secretary shall act as receiver,
of the institution in the same way and with the sanme rights and
[imtations as when the departnent takes possession in the
customary manner provided by this act.

Section 601. Taking Over Possession by Secretary as
Recei ver. - -\Wenever the departnment takes possession of the

busi ness and property of an institution, including a foreign

bank office licensed by the departnent, the secretary shall, by

operation of law, simnultaneously take over such possession from
t he departnent and becone receiver of such institution, subject
to the provisions of this act. His official title, when thus in
possessi on of the business and property of an institution, shal

be receiver of such institution. The secretary nmay act as

recei ver w t hout bond.

Section 604. Certificates of Possession; Filing; Title To

and Li ens Agai nst Real Property:; Supplenents to Certificate of

Possessi on to Surrender or Transfer Receivership.--A  The

secretary, upon taking possession of the business and property
of an institution as receiver, shall forthwth, under the seal
of the departnent, prepare in duplicate a certificate, to be
known as the certificate of possession, setting forth that he
has becone receiver of the institution. It shall state the name
of the deputy receiver whomthe secretary, pursuant to the
provi sions of this act, appoints to take charge of the affairs
of the institution, and shall set forth the duties which he

del egates to such deputy receiver. If the secretary does not
appoint a deputy receiver prior to the date of the filing of the
certificate of possession, or if he appoints a new deputy
receiver or an additional one, or if he adds to the duties of

t he deputy receiver, he shall prepare, in duplicate, and file a
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suppl enent to the certificate of possession.

B. The secretary shall file the original certificate of
possession and the original of any supplenent thereto in his
office in Harrisburg, and the duplicate certificate of
possessi on and the duplicate of any supplenent thereto in the
of fice of the prothonotary. The certificate of possession filed
in the prothonotary's office, and any suppl enent thereto, shal
be listed in the judgnment index in the name of the institution
as defendant and of the secretary as plaintiff.

C. [In addition the secretary shall, as soon as possibl e,
file a certified copy of the certificate of possession, and of
any supplenent thereto, in the office of the recorder of deeds
in each county in the Coomonwealth, or with the proper official
in any other state or country, in which any real property shal
be situated which belongs to the institution or title to which
is in its name, or upon which there is a nortgage or other |ien
whi ch belongs to the institution or title to which is inits
name. Such copy shall be recorded in the current deed book, and
shall be indexed in the grantors' index in the name of the
institution and in the grantees' index in the name of the
secretary, or it shall be filed, indexed, or registered by
what ever other nethod is provided by the I aw of the particul ar
county, state, or country in which such real property is

| ocated.] The certificate of possession filed with the

prot honotary shall constitute valid evidence that any rea

property owned by or upon which there is a |lien which belongs to

the instituti on has cone i nto possession of the recei ver as of

the date specified therein.

D. The receiver shall file with the prothonotary a

suppl enentary certificate of possessi on stati ng when the
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recei ver has transferred or surrendered possession of the

institution to another entity, and stating the entity's nane,

addr ess and tel ephone nunber.

Section 18. Section 606 of the act is repeal ed.

Section 19. Sections 607, 608, 701, 702 and 703 of the act
are amended to read:

Section 607. Taking of Possession upon Request of
Institution.--No institution shall nake a general assignnment of
its business and property for the benefit of its creditors by
t he appoi ntment of an assignee or a trustee, or otherwise. In
lieu of the power to make an assignment for the benefit of
creditors, an institution may request the departnent to take
possession in the regular manner provided by law. In such cases,

the departnent [shall] nay take possession or may take other

action deened appropriate in its discretion, and the secretary

[shall] may take over such possession and becone receiver, in
t he sane manner and subject to the sane provisions of this act
as when the departnent takes possession of the business and
property of an institution without the request of such

institution[.], unless the secretary detern nes that the Federal

Deposit | nsurance Corporati on or other appropri ate banki ng

agency shoul d take possessi on and such agency agrees to do so.

Section 608. Surrender of Possession; Special Liquidations
and Reorgani zations.--[A. ] The secretary may, upon conditions
approved by him surrender possession of an institution of which
he has taken possession as receiver, at any tinme prior to final
I iquidation and distribution, under the follow ng circunstances:

(1) He may surrender possession to the institution itself
when he finds it to be in a safe and sound condition to resune

its business;
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(2) He may surrender possession to the institution itself
when he is without funds to |iquidate its business and property.
In such case, the secretary shall first accord to the
shar ehol ders, and the depositors or other creditors of the
institution, a period of not |ess than two weeks in which to
advance sufficient funds for the secretary to liquidate the
busi ness. Where such funds are advanced, they shall be
consi dered an expense of admi nistration and shall be given the
same preference in the distribution of assets as any ot her
expenses of adm nistration. Were possessi on has been
surrendered to an institution under such circunstances, the
institution may not conduct any business except the |iquidation
of the assets. In the distribution of any noneys realized by the
institution on its assets, it shall follow the sane order and
preference as is established by this act for distribution by the
secretary of the assets of an institution of which he is in
possessi on as receiver. Upon the approval of his account by the
court, and upon the filing of the supplenment to the certificate
of possession, pursuant to the provisions of this section, the
secretary shall be relieved of all duties with reference to such
institution. However, if the departnment shall deemit advisable
to resune possession of the institution at any tinme, it may do
so in the sane manner as is provided for the taking possession
of any institution, in which case the secretary shall again take
over possession and becone receiver, with all the rights,
powers, and duties granted to, or inposed upon the secretary, as
receiver, by this act.

(3) He may surrender to the institution itself, or to any
ot her corporation or person, possession of all or part of the

busi ness, property, noneys, credits, or other assets of the
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institution of which he is in possession as receiver to permt
to be carried into effect a special plan of |iquidation,

reorgani zation, or rehabilitation which has been approved by the
court and by (a) depositors and other creditors of the
institution, to whomis due [ninety per cent] a nmgjority in
anount, regardl ess of the nunber, of the clains stated in
witing by the secretary to be due to depositors and ot her
creditors of such institution, and (b) the holders of a majority
of the shares of stock of such institution, if a corporation,
except that in the case of a [building and | oan] savings

associ ation, the approval of the holders of eighty per cent of

t he shares of stock of such corporation shall be required.

However, the secretary shall not authorize any decrease of
capital by a corporation affected by the provisions of this
section, except upon conpliance by such corporation with the
provi sions of |law as to such decrease.

[B. \Whenever the secretary shall surrender possession under
the provisions of this section, he shall forthw th, under the
seal of the departnent, prepare in duplicate a supplenent to the
certificate of possession, setting forth in detail all the
condi tions and purposes of such surrender. He shall file the
original of such supplenent in his office in Harrisburg and the
duplicate in the office of the prothonotary, where it shall be
i ndexed in a manner which will, in so far as necessary, satisfy
the prior record of the certificate of possession. He shall also
file a certified copy of such supplenent in the office of the
recorder of deeds in each county in the Conmonwealth, or with
the proper official in any other state or country, in which any
real property so surrendered, or any real property upon which

there shall be a nortgage or other lien so surrendered, shall be
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si tuat ed.

C. \Wenever the secretary shall, under the provisions of
this section, surrender possession of the entire business and
property of an institution of which he is in possession as
receiver, he shall file in the court an account, which shal
correspond to any other final account which he is required by
this act to file. Such account shall be subject to exceptions by
shar ehol ders, or depositors, or other creditors, and to
confirmation by the court, in the sane manner as is provided by
this act for any account filed by the secretary as receiver.]

Section 701. Status of Secretary as Receiver.--A._ Except as
otherwi se provided in this act, the secretary, when he has taken
possessi on of the business and property of an institution, shal
be responsible to the court in which the certificate of
possession is filed[, and not to any other court]. His rights,
powers, and duties shall be those of a general receiver
appoi nted by any court of equity in this Comonweal th, except as
such rights, powers, and duties are increased or limted by the

provisions of this act. The secretary as receiver nay act as a

conservator of the institution. He shall be vested, in his

official capacity, with all the rights, titles, privileges,

powers, and duties of such institution[;] and of any

shar ehol der, nenber, account hol der, depositor, officer or

director of such institution with the title or the right to

possession of all property to which the institution has title or
the right to possession, including debts due, and liens and

ot her security therefor and ownership of the books, records and

assets of any previous | egal custodi an of such institution; and

with the institution's rights of action or redenption. This

shall be so whether such property and debts due, such |iens or
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ot her security therefor, or such rights of action or redenption,
are held in the nane of such institution, or in the nanme of sone
ot her corporation or person. He shall have power to execute in
his name, as receiver, any instrunent incident to the exercise
of any power granted to or any duty inposed upon him as receiver
of such institution.

The secretary shall be the representative of the creditors of
the institution and shall be entitled, as such, to have vacated
and set aside, for the benefit of the creditors, any judgnent,
execution, attachnment, sequestration, paynent, pledge,
assi gnment, transfer, conveyance, or encunbrance, which could
have been avoi ded by any of the creditors, or by which one
creditor is given an unlawful preference over another.

B. The secretary nmay, as receiver: (i) exercise all powers

and authorities, including all incidental powers as shall be

necessary to carry out his enunerated duties; and (ii) take any

action which the secretary determnes is in the best interests

of the institution, its depositors, owners, sharehol ders,

creditors, trust accounts or the Commonweal th of Pennsyl vani a.

Section 702. Appointnent of Deputy Receivers, Counsel,

| ndependent Receivers and Ot her Assistants.--A. The secretary

may appoint one or nore official agents, to be known as deputy
receivers, to assist himin the managenent, reorgani zati on,
consolidation, liquidation, or distribution of the assets and

affairs of any institution, or adm nistration of fiduciary

accounts of which he has taken possession as receiver. The
secretary nay del egate to each deputy receiver any duty inposed
upon, or any right or power granted to, himas receiver. The
secretary may al so enploy such other assistants as he deens

necessary, including such deputy attorneys general, special
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deputy attorneys general, assistant deputy attorneys general, or
ot her attorneys as may be appointed by the [ Departnent of

Justice] Ofice of Attorney General and assigned to the

secretary for the handling of any |egal business pertaining to
the affairs or property of such institution. The secretary may
also retain to assist himin the managenent, reorganization,
consolidation, liquidation, or distribution, any officer or

ot her enpl oye of the institution of which he has taken
possessi on.

B. (1) On request of the secretary, the court in which the

recei vership proceedi ng i s pendi ng may appoi nt an i ndependent

recei ver, including any appropri ate governnental entity, to

handl e the recei vershi p proceedi ngs consistent with the

provisions of this act and may require a sui table bond of the

i ndependent receiver. The appoi nted i ndependent receiver shal

have the sane status and i ncidental powers provided to the

secretary as receiver in section 701.

(2) |If an i ndependent receiver is appoi nted, the secretary

is discharged as receiver fromany liability for the acts

thereafter of the i ndependent receiver but shall remain a party

to the recei vership proceeding with the right to term nate such

i ndependent recei ver upon petition to and approval by the court

and, with standing to initiate, contest or participate in any

actions involving or related to the receivership at the

di scretion of the secretary. The views of the secretary are

entitled to deference if not contrary to the plain neani ng of

this article.

Section 703. Exercise of Discretion by Secretary.--A.
VWhenever, under this act, discretion as to whether, or the

manner in which, to exercise a power or fulfill a duty is vested

2002051258B2421 - 46 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

in the secretary in possession of an institution as receiver, he
shall, after such exami nation or investigation as shall seem
appropriate under the circunstances, take such action as he
deens to the best interests of the depositors or other
creditors[, and, in the case of building and | oan associ ati ons,
al so of the sharehol ders of such institution].

B. The words "the best interests of the estate,” whenever
used in this act, shall be construed to refer to the best
interests of the depositors or other creditors[, and in the case
of building and | oan associ ations, also of the sharehol ders of
such institution].

Section 20. Section 704 of the act, anmended COctober 5, 1978
(P.L.1133, No.266), is anended to read:

Section 704. Suspension or Continuation of Business.--The
secretary is authorized, upon taking possession of the business
and property of an institution as receiver, to continue or to
suspend the business for such period as he nay deem necessary to
enable himto determ ne whether to surrender such possession to
the institution, to authorize a nerger or consolidation, to seek
bids for the purchase of assets and assunption of liabilities of
the institution by any State or Federal institution [whose

princi pal place of business is |ocated in Pennsylvania], to

liquidate the affairs of such institution, to organi ze a new

institution or to take such other action [as is] authorized by

law which is in the best interests of the estate. During such

period, he shall take any action he deens necessary to conserve
t he assets and business, or to protect the best interests of the

estate. In addition, the secretary nay enter into agreenents,

conditional or otherwi se, for the purchase of assets and

assunption of liabilities of the institution and take rel ated
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actions prior to and in reasonabl e antici pati on of such

instituti on being placed into recei vership by the secretary or

ot her banki ng agency.

Section 21. Sections 705, 710A and 711A of the act are
anended to read:
Section 705. Determnation to Liquidate; Filing of

Suppl emrental Certificates Upon Deternmination to Liquidate

Institution.--The secretary shall, within six nonths after the

date on which he takes possession of any institution as
receiver, determ ne whether or not to |iquidate the business and
property and distribute the assets of the institution. If he
shall determne to |liquidate, he shall forthwi th, under the sea
of the departnment, prepare, in duplicate, a supplenent to the
certificate of possession, setting forth this fact. He shal

file the original supplenment in his office in Harrisburg and the
duplicate in the office of the prothonotary. He shall then
proceed to liquidate the affairs of the institution with as nuch
di spatch as shall appear to be expedi ent under the

ci rcumnst ances.

Section 710. Notice to Holders of Assets; Power of Court to
Order Transfer.--A.  Upon becom ng receiver of any institution,
the secretary shall forthwith give notice in witing of such
fact to all corporations and persons havi ng custody or
possessi on of any assets or other property which the institution
of which he is receiver owns or to which it has the right to

possessi on or custody for any purpose whatsoever. Such notice

shall be gi ven at the addresses whi ch appear for such

corporati ons and persons upon the records of the institution or,

if none appear there, then at their | ast known addresses.

However, if it shall appear to be in the best interests of the
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institution, the court nay order the secretary to substitute a

singl e adverti senent in a newspaper or newspapers, for the

i ndi vidual notice to the corporati ons and persons.

* * %

Section 711. Sale of Assets Repledged by Institution;
Repl edge after Possession.--A  \Were assets belonging to
ot hers, shall be pledged or given as collateral by an
institution of which the secretary subsequently takes possession
as receiver, and the pl edgee has actual know edge at the tinme of
the pledge that the assets are not assets of the institution,
such pl edgee shall not forfeit or sell any such collateral or
pl edged assets, after the secretary has taken possession,
wi thout the witten perm ssion of the secretary, any provision
in any collateral note or agreenent to the contrary
notwi t hstanding; but if the secretary refuses such perm ssion,
t he pl edgee nay, after notice to the secretary, petition the
court for leave to sell such assets. The court nay, after giving
t he pl edgee and the secretary an opportunity to be heard, grant
such leave, or it may make such other order as it deens to be in
the best interests of all parties concerned.

However, if the assets so pledged by any such institution are
acconpani ed by the obligation of the corporation or person
owni ng them the pledgee shall have the power to exercise al
the rights, powers, and privileges contained in such obligation
hel d by such pl edgee, including the sale of the assets.

* %k

Section 22. Section 712B and D of the act, anended July 2,
1935 (P.L.525, No.202), are anended to read:

Section 712. Liens, Judgnents, and Executions; Assignnents

of dainms.--* * *
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B. In the case of an institution, of which the secretary has
t aken possession, [which, at the tinme of possession, was a
menber, in the case of a bank, bank and trust conpany, or
savi ngs bank of the Federal Deposit Insurance Corporation, and
in the case of a building and | oan associ ation of the Federal
Savi ngs and Loan | nsurance Corporation,] the clains of
depositors[, and of sharehol ders of a building and | oan
associ ation,] shall be subrogated in favor of the Federal
Deposit I nsurance Corporation [or the Federal Savings and Loan
I nsurance Corporation, as the case nay be,] to the extent that
t he Federal Deposit |nsurance Corporation [or the Federal
Savi ngs and Loan | nsurance Corporation] nmakes avail abl e,
pursuant to applicable laws of the United States, for paynent,
the clains of such depositors [or such sharehol ders]: Provided,
That the rights of such depositors [or of such shareholders,] to
participate in and receive dividends or other distributions upon
that portion of their clains not made avail abl e for paynent[, ]
shall not be affected by such subrogation. Wen the clains of
depositors [or of sharehol ders] have been nmade avail abl e for
paynent, in whole or in part, by the Federal Deposit Insurance
Corporation [or the Federal Savings and Loan |nsurance
Corporation, as the case nay be], the secretary shall file a
partial or final account, in the manner required by this act, of
his adm nistration of the business and property of the
institution.

* %k

D. No execution or attachnent, pending or otherw se, shall
respectively issue, or be proceeded w th, against any property,
noneys, or assets, owned by, or legally in the custody or

possession of, an institution of which the secretary is in
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possessi on as receiver. [, except that an execution may be
permtted by special |eave of the court. In lieu of the right to
i ssue an attachnment agai nst noney or property belonging to
others, which is legally in the custody or possession of such
institution, a.] Aplaintiff nay proceed as follows: He may give
witten notice of his claimto the secretary, or to the deputy
recei ver of such institution, and he shall thereafter present
proof in the regular manner provided by this act for the proof
of the claim which he is attenpting to attach. After the filing
of the regular account of the secretary, the court shal

adj udicate the matter as in the case of other disputed claimns.
[Where two or nore plaintiffs attenpt to attach the sanme claim
in this manner, the order in which they shall take, as anong

t hensel ves, shall be determ ned by the order in which witten
notice of their clains was received by the secretary.]

Section 23. Section 715 of the act, anended May 26, 1949
(P.L.1842, No.546), is anended to read:

Section 715. Surrender or Transfer of Burdensome Assets.--
The secretary may, with | eave of court, surrender to the
institution of which he is receiver any real estate which
appears to be burdensonme and of no advantage to the estate. He
may |ikew se, with | eave of court, convey title to any other
hol der of a nortgage or a |lien against property in his
possession, where it shall appear that to continue to hold such
property is burdensone and of no advantage to the estate.

The secretary shall give notice to the depositors or other
creditors of the institution[, and, in the case of building and
| oan associations, to the shareholders,] of the filing of the
petition for | eave to transfer or convey such property pursuant

to the provisions of this section. Such notice shall be given at
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t he addresses which appear for such depositors[,] or other
creditors[, or sharehol ders] upon the books or other records of
the institution, or if none appear there, then at their | ast
known addresses. However, the court may, if it shall appear to
be in the best interests of the estate, order the secretary to
substitute a single advertisenment in a newspaper or newspapers,
for the individual notice to the depositors and ot her
creditors[, and in the case of a building and | oan associ ati on,
t he sharehol ders]. The court shall grant at |east ten days for
the filing of objections by the depositors or other creditors of
the institution [and, in the case of a building and | oan

associ ation, the sharehol ders of such institution].

Section 24. Sections 718 and 721A and C of the act are
amended to read:

Section 718. Sales of Real Property.--[A] The secretary
may, wWith |leave of, and upon the terns and conditions prescribed
by, the court, sell any real property of the institution of
which he is in possession as receiver. The order of the court
aut hori zing such sale shall state whether the sale shall be
entirely for cash or partly for cash and partly for evidences of
i ndebt edness, whether it shall be public or private, whether
notice shall be given to depositors, other creditors, and
shar ehol ders, or to any of these groups, and whet her
advertisenment shall be nade. Unless the court, in any case,
deens adverti senment or notice necessary or desirable to protect
the interests of the estate, such advertisenent or notice shal

not be required. If the court does require advertisenent or

notice, then the court shall in no case require nore than a

single insertion in one newspaper of general circulation in the

county of the receivership and one in such other county where
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the real property nay be | ocat ed.

[Where the order of the court provides for advertisenent, it
shall in no case require that there be nore than a single
insertion in one newspaper of general circulation in the county,
and, in first-class counties, in one |egal newspaper. \Were real
property which is to be sold is situated in a county other than
the one in which the institution is |ocated, the court may al so
authorize a single insertion in a newspaper of general
circulation in such other county, and, in first-class counties,
in one | egal newspaper. ]

Every such sale of real property shall be confirned by the
court, if all the terns and conditions of its order authorizing
such sal e have been conplied wth.

[B. Wen any real property of an institution of which the
secretary is in possession as receiver is situated in a county
other than the one in which the institution is |ocated, the
secretary shall proceed in the same nmanner as is provided by
this section for the sale of real property within the county. In
addi tion, he shall petition the court of common pleas of the
county in which the real property is located, and it shall be
the duty of such court, to issue an order authorizing the sale
upon the ternms or conditions prescribed by the order of the
court having jurisdiction of the receivership. The secretary
shall file a return of the sale in the court of common pleas in
the county in which the real estate is |ocated, which court, if
all the terns and conditions of the order of the court, in which
the certificate of possession is filed, have been net, shal
confirmthe sale and shall give the secretary a certified copy
of the return of the sale and a certified copy of the

confirmation thereof. Such certified copies shall be filed with
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the prothonotary of the court in which the certificate of
possession is filed.]

Section 721. Sale or Exchange of Personal Property, Listed
and Unlisted Securities.--A The secretary may, wthout |eave
of court, sell on any stock exchange or otherw se, at such tines
and in such manner as he shall deemto be [to] in the best
interests of the estate, listed or unlisted securities which
belong to the institution of which he is in possession as
receiver, or which such institution has the power to sell.

* %k

C. The secretary may, wthout |eave of court, sell any
nortgage or other |ien upon real property or any judgnent, at
such tinmes and in such manner as he shall deemto be in the best

interests of the estate.

* x *

Section 24.1. Section 723 of the act is repeal ed.

Section 25. Section 725 of the act, added Cctober 5, 1978
(P.L.266, No.1133), is anended to read:

Section 725. Rights of Subrogation.--Wen a public body of

the United States or this Commonweal th has nade paynent to any

depositor, it shall beconme subrogated to all rights of the
depositor against the institution in possession to the extent of
such paynent.

Section 26. The act is anended by addi ng sections to read:

Section 726. Additional Powers of the Receiver.--1n addition

to any other power, right, privilege, imunity, ability or other

authority conferred upon the secretary by this act, the

secretary, as receiver of any institution, shall have any power,

right, privilege, inmmunity, ability or other authority conferred

upon the Federal Deposit | nsurance Corporati on by Federal | aw

2002051258B2421 - 54 -



1 when acting as conservator or receiver which does not conflict
2 wth any power, right, privilege, imunity, ability or other

3 authority conferred upon the secretary by this act, including

4 the powers, rights, privileges, inmunities, abilities and

5 authorities conferred upon the Federal Deposit Insurance

6 Corporation by section 11(d) through (w) of the Federal Deposit
7 lnsurance Act (64 Stat. 873, 12 U.S.C. 8 1821(d) through (w)).
8 The powers, rights, privileges, imunities, abilities and other
9 authorities conferred upon the secretary by this provision are
10 discretionary and nothing in this act or any other |aw shal

11 require the secretary to exercise any such power, right,

12 privilege, imunity, ability or other authority when the

13 secretary, in his discretion, determnes not to do so.

14 Section 727. Taxation.--A. The receiver, including, for

15 purposes of this section, the secretary and the departnent,

16 shall be exenpt fromall taxation inposed by any state, county,
17 nunicipality, local or other taxing authority in any state to
18 the extent permtted by law, and the Federal Governnent to the
19 extent permtted by Federal |aw, except that any real property
20 of the receiver shall be subject to applicable state, county,
21 nunicipal or local taxation to the sane extent according to its
22 value as other real property is taxed, except that,
23 notwithstanding the failure of any person to chall enge an
24 assessnent under State | aw of such property's value, such val ue,
25 and the tax thereon, shall be determ ned as of the period for
26 which such tax is inposed.
27 B. No property of the receiver shall be subject to |evy,
28 attachnent, garnishnent, foreclosure or sale wthout the consent
29 of the receiver, nor shall an involuntary lien attach to the

30 property of the receiver.
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1 C.__The receiver shall not be liable for_any anpunts in the
2 nature of penalties or fines, including those arising fromthe
3 failure of any person to pay any real property, personal

4 property, probate or recording tax or_any recording or filing

5 fees when due.

6 Section 27. Article VII1 heading of the act is anended to

7 read:

8 ARTI CLE VI I |

9 SECRETARY | N POSSESSI ON OF

10 TRUST COVPANY OR TRUST DEPARTMENT

11 Section 28. Sections 801 and 802 of the act are anended to
12 read:

13 Section 801. Institution as Fiduciary.--References in this
14 act to funds, property, or investnents held in a fiduciary

15 capacity by an institution of which the secretary has taken

16 possession, shall apply only to funds, property, or investnents
17 held in such fiduciary capacity by the trust conpany or trust
18 departnent of such institution, and shall not apply to funds,
19 property or investnents which were held by the comrerci al
20 departnent of such institution.
21 Section 802. Secretary in Possession of Trust Conpany or
22 Trust Departnent.--A. The secretary, upon taking possession of
23 an institution as receiver, shall keep all the funds, property,
24 and investnents, if any, which are held by such institution in a
25 fiduciary capacity, separate fromthe assets of the institution
26 itself.
27 B. The secretary, when in possession of an institution as
28 receiver, shall have all the rights, powers, and duties which
29 such institution had in its fiduciary capacity. He shall have
30 title to all the assets, including debts due, liens and ot her
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security therefor, and all rights of action or redenption, of
all estates of which the institution, either alone or jointly
wi th soneone el se, was trustee, executor, adm nistrator
guar di an, assignee, or other simlar fiduciary, and shall have
the power to adm ni ster such estates. In pursuance of this
power, the secretary may institute any action at law or in
equity, or execute and sign any witten instrunments, which the
institution itself could have instituted, executed, or signed.

C. The secretary shall not[, however,] have the power to
i nvest funds or property of any such estate, except where it
shal | appear necessary to purchase any real or personal property
or any interest therein, in order to protect an equity which
such estate has in such property. Such purchase by the secretary
shall not[, however,] be nmade wi thout the approval of any
corporation or person whose approval would have been necessary
to such purchase by the institution prior to the taking of
possessi on by the secretary, and of the court which has
exercised jurisdiction over such estate. If no court has yet
exercised jurisdiction over the estate, then the approval either
of the court of common pleas or of the orphans' court of the
county in which the place of business of the institution is
situated shall be procured.

Except where otherw se specifically provided, references in
this act to the court which has exercised jurisdiction over an
estate of which an institution in possession of the secretary
was fiduciary, shall be construed to refer, in cases in which
the institution was executor or adm nistrator, to the orphans’
court of the county of which the register of wills issued the
letters testanmentary or letters of adm nistration respectively,

and in all other cases, to the court of common pleas or the
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orphans' court in which an account of the estate has been fil ed,
or which has, in any manner, exercised control or supervision
over the adm nistration of such estate by the institution as
fiduciary.

Section 28.1. The act is anended by adding a section to
read:

Section 802.1. Appointing Successor Trustee.--A. Before or

after determning to liguidate the institution, the secretary,

upon taki ng possession of an institution as receiver, nay enter

into any agreenent to assign, sell or transfer one or nore trust

accounts to one or nbre successor trustees wi thout incurring any

B. Upon the sal e, assignment or transfer of a trust account

pursuant to subsection A, the successor trustee shall be

autonmatically substituted by reason of the sal e, assi gnnent or

transfer as fiduciary of the trust account w thout further

action and wi thout any order or decree of any court or public

C. No desi gnati on, nom nati on or appoi ntiment as fiduciary

shall | apse by reason of the sale, assignnent or transfer of a

trust account pursuant to subsection A. The successor trustee

shall be entitled to act as fiduciary to the sane extent as the

instituti on taken i nto possession by the secretary.

Section 29. Sections 804, 805, 806 and 807 of the act are
amended to read:

Section 804. Appointnent of Substituted Fiduciaries.--A_
Upon filing a supplenent to the certificate of possession,
setting forth his determination to liquidate the affairs of the
institution, the secretary shall forthwith give witten notice,

in so far as the giving of such notice is practicable, to [al
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parti es of whom he has notice, who are interested in any funds,
property, or investnments held by such institution in a fiduciary

capacity.] settlors of the account that has not been assi gned,

sold, or transferred to a successor trustee under section 802.1,

or if the settlor is deceased, to persons who are readily

ascertai nabl e as beneficiaries of the account by their receipt

of statenents of the account, and any co-fiduciary of the

account, of whomthe secretary has notice. Such notice shall be

gi ven at the addresses whi ch appear for such parties upon the

books or records of the institution, or if none appears there,

then at their |ast known address. Such notice shall require such

parties, within thirty days after the giving of notice, to apply

for the appointnent of substituted fiduciaries[.], and shal

notify such parties that the receiver is statutorily stayed from

taki ng any action regarding the adm ni strati on of the trust

accounts unl ess otherwi se ordered by the court except for

transferring the trust account to a successor trustee or a

substituted fiduciary. Such application shall be nmade as

follows, with a copy of the application being nmail ed or

delivered to the secretary upon the filing of the application:

In any case in which the institution was executor or

adm ni strator, application shall be nade to the register of
wills having jurisdiction to grant new letters in such form as
the case shall require; in any other case, application shall be
made to any court which has exercised jurisdiction over the
estate, or if no court has exercised such jurisdiction, then to
the court of common pleas, or the orphans' court, of the county
in which the institution has its place of business. However, if
the instrunent under which the fiduciary relationship was

establ i shed provides a particular nethod for the selection of
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fiduciaries, such nethod shall be foll owed.

B. The court may, if it shall appear to be in the best

interests of the estate, order the secretary to substitute a

singl e adverti senent in a newspaper or newspapers for the

i ndi vidual notice to all such parties. Such notice shall require

such parties, within thirty days after the giving of notice, to

apply for the appoi ntnent of substituted fiduciaries, and shal

notify such parties that the receiver is statutorily stayed from

t aki ng any action regarding the adm ni strati on of the trust

accounts unl ess otherwi se ordered by the court. The stay shal

not apply to transferring the trust account to a successor

trustee or a substituted fiduciary.

C. If the parties to whom[such] notice pursuant to

subsection A or B has been given do not, within the thirty-day

period designated, make such application, or pursue whatever
met hod is prescribed by the instrunment under which the fiduciary
rel ati onship was established, for the appointnment of a
substituted fiduciary, or if it is inpracticable to give notice
to the parties interested in the estate, then the secretary
shall make the application for the appointnment of a substituted
fiduciary to the court or the register of wills, whichever the
case nmay be, designated above. Such court or register of wills
shal | appoint a substituted fiduciary upon such petition of the
secretary.

Section 805. [Transfer of Assets to Substituted Fiduciary
wi thout Filing Account.--1f a substituted fiduciary has been
appoi nted in accordance with the provisions of this act, and if
there is no dispute as to the anmount or identity of the funds,
property, or investnments of the particular estate, and as to the

fees, conm ssions, and expenses due either to the institution
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before the secretary took possession or to the secretary as
recei ver since the taking of possession, and if all the parties
ininterest, being sui juris, agree in witing to waive an
accounting in court, the secretary in possession of an
institution as receiver, may transfer to such substituted
fiduciary all the funds, property, and investnments of the
particular estate without filing an account in any court. Upon
such transfer, he shall procure fromall the parties in interest
and fromthe substituted fiduciary a receipt and release in
full, which shall discharge the secretary and the institution
fromany further duty or liability with reference to such

estate.] Notice of Transfer; Filing of Disputes.--Wthin thirty

days, or another period of tine designated by the departnent, of

the sal e, assignnent or transfer of a trust account to a

successor trustee pursuant to section 802.1. A or of the

appoi ntnent of a substituted fiduciary pursuant to secti on 804,

t he successor trustee or substituted fiduciary shall provide

notice to settlors of the account, or if the settlor is

deceased, to persons who are readily ascertai nabl e as

beneficiaries of the trust account by their receipt of

statenents of the account, and any co-fiduciary of the account,

of whomthe secretary has notice. Wth respect to trust accounts

t hat have not been transferred, assigned, or sold, the secretary

as receiver shall provide the notice required in this section.

The notice to such parties shall indicate that the account has

been sold, assigned or transferred to the successor trustee or

transferred to the substituted fiduciary. Such notice shal

requi re such parties within thirty days of receipt of the notice

to notify the recei ver and the successor trustee or substituted

fiduciary if there is any di spute as to the amount or identity
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of the funds, property, or investnents of the estate, and as to

the fees, conm ssions, and expenses due either the institution

before the secretary took possession or to the secretary as

recei ver since the taking of possession. |f such parties do not

notify the secretary as recei ver and the successor trustee or

substituted fiduciary of any di spute, no accounting in court

shall be required and the secretary and the institution in

recei vership shall be di scharged and released in full from any

further duty or liability with regard to such trust account.

Section 806. Filing of Account; Transfer of Assets to
Substituted Fiduciary.--A. Except in cases in which the
secretary is authorized by the provisions of this act to

transfer to a successor trustee or a substituted fiduciary,

wi thout filing an account, the funds, property, or investnents
of an estate of which the institution was fiduciary, he shal
file an account for every estate of which such institution was

fiduciary and of which the secretary received notice of a

di sput e under section 805. The secretary, with the assistance of

t he successor trustee or the substituted fiduciary, shall file

each such account upon the date fixed by the instrunment creating
the fiduciary relationship, or if there is no such date fixed,
then as soon as expedient after the filing of a supplenent to
the certificate of possession, setting forth his determ nation
to liquidate the affairs of the institution. Such account shal
be filed in the court which has exercised jurisdiction over the
particul ar estate, or if no court has yet exercised
jurisdiction, then in the court of common pleas, or the orphans’
court, of the county in which the place of business of the

institution is situated. [The secretary shall then transfer or

pay to the substituted fiduciary, appointed pursuant to the
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provi sions of this act, any funds, property, or investnments in
hi s possession which belong to such estate. Such transfer or
paynent shall be made in accordance with the order of the court
in which the account for such estate is filed. The court, in
directing such transfer or paynent, nay reserve for future
determ nati on any question of surcharge.]

B. The secretary may seek an order fromthe court which has

exercised jurisdiction over a particular estate of which the
institution was fiduciary, or if no court has exercised such
jurisdiction, then the court of comon pl eas, or the orphans’
court, of the county in which the institution has its place of
busi ness, [nmay order the secretary] to transfer the funds,

property, or investnments of the estate to the successor trustee

or the substituted fiduciary, even prior to the filing of an
account. The court, in such order, may reserve for future

determ nation any question of surcharge, or any other question
whi ch may arise upon the audit of the account.

C. This section shall not be construed to give any court,
other than the one in which the certificate of possession is
filed, jurisdiction over disputes involving the identity of
funds, property, or investnents of an estate of which the
institution was fiduciary.

Section 807. Deficiencies in Assets Held by Institution as
Fi duci ary. - - Whenever the court, in which the secretary has filed
t he account of an estate of which an institution in his
possessi on was fiduciary, shall, in the manner provided by |aw,
rule that there is a deficiency in the funds, property, or
i nvestnments of such estate, or that the institution is liable to
surcharge in respect thereto, the anmount determ ned by such

court to be due shall constitute a claimagainst the institution

2002051258B2421 - 63 -



© o0 N oo o A~ wWw N P

N RN NN RN NN N NN R B R B R R R R R e
© 0O N O U~ W N B O © 0 N o o M W N B O

30

and shall be presented in the sane manner as other clains,
except that it may be presented at any tinme within six nonths

after the appoi ntnment of a successor trustee or a substituted

fiduciary of the estate and the adjudication of the account of
such estate by the conpetent court. Such order or decree of such
court shall be conclusive as to the anmount due, except for the
ri ght of appeal provided by |aw. Any dispute as to the
classification or order of paynment of such claim as

di stingui shed fromthe anmount, shall be adjudicated by the court
in which the certificate of possession is fil ed.

If the existence or anmount of any such deficiency or
surcharge, or the liability of the institution therefor, is in
[itigation but undeterm ned at the time dividends for clains
having no priority in order of paynent over such clains are
bei ng distributed, the secretary shall, upon notice of such fact

fromthe successor trustee or substituted fiduciary, wthhold

and set apart a sufficient amount to pay the proportionate
di vidend which will be due upon such undetermned claimif it is
finally adjudicated in favor of the estate of which the
institution was fiduciary.

Section 30. Article I X of the act is repeal ed.

Section 31. Sections 1001, 1002, 1003A, 1004, 1006, 1007 and
1010 of the act are anmended to read:

Section 1001. Notice to Depositors[, Sharehol ders,] and
O her Creditors.--After filing a supplenment to the certificate
of possession, setting forth his determnation to |iquidate the
affairs of an institution of which he has taken possession as
receiver, the secretary shall forthwith give notice of such fact
to all corporations or persons who appear upon the books of the

institution as, or who are otherw se known to the secretary to
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be or claimto be, depositors or other creditors [and, in the
case of a building and | oan associ ation, sharehol ders of such
institution]. He shall |ikew se give notice to any corporation
or person who, pursuant to the provisions of this act, has given
the secretary notice of his claimto the right of execution or
attachnment agai nst any assets, owned by, or legally in the
custody or possession of, the secretary as receiver of the

institution. Such notice shall be given at the addresses whi ch

appear for such corporati ons or persons upon the books or other

records of the institution or, if none appear there, then at

their | ast known addresses. However, if it appears to be in the

best interests of the estate, the court nay order the secretary

to substitute a single adverti senent in a newspaper or

newspapers, for the individual notice to the corporations or

The notice to each depositor[, or, in the case of a building
and | oan associ ation, to each sharehol der,] shall state the
amount which the books or other records of the institution show
to be due to such depositor [or shareholder]. It shall also
state that unless such depositor [or shareholder] shall, within
a specified tine, present to the secretary for settlenment, his
deposit or pass book, or other evidence of his account, show ng
a different anmount to be due, or unless such depositor [or
shar ehol der] shall, within a specified tine fromthe date of
such notice, prove in the manner provided by this act that a
di fferent anmount is due, the anmobunt shown to be due by the books
of the institution will be conclusively presuned to be correct,
unl ess the court, pursuant to the provisions of this act, grants
hi m an extension of tine.

The notice to each creditor other than a depositor[, or in
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the case of a building and | oan associ ation, other than a

shar ehol der,] shall informsuch creditor that he nust present
his claimin the manner provided by this act, within a specified
time fromthe date of such notice, or else be permanently barred
fromsharing in any distribution of the assets of the
institution, unless the court pursuant to the provisions of this
act, grants himan extension of tine.

The secretary shall also advertise in a newspaper or
newspapers, as provided in this act, the fact that he has
determned to |liquidate the affairs of the institution, and that
he has filed an inventory and apprai senent in the office of the
prot honotary. Such advertisenment shall state that al
depositors[, or in the case of building and | oan associ ati ons,
all sharehol ders,] nust prove their clains within a specified
period or be bound by the anpbunt shown by the books or records
of the institution to be due them and that any corporation or
per son not appearing upon the books of the institution to be a
depositor[, or in the case of a building and | oan associ ation, a
shar ehol der,] and not presenting his pass book, or other
evi dence of the state of his account, or otherw se presenting
his claim wll be permanently barred fromsharing in any
di stribution of the assets of the institution, unless the court,
pursuant to the provisions of this act, grants himan extension
of time. It shall also state that all creditors, other than
depositors[, or in the case of building and | oan associ ati ons,
ot her than sharehol ders,] not proving their clainms in the manner
provided by this act and within a specified period will |ikew se
be permanently barred fromsharing in any distribution of the
assets of the institution, except where the court, pursuant to

the provisions of this act, grants to a creditor an extension of
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tinme.

The secretary shall specify as the |ast day upon which
depositors[,] and creditors[, and in the case of a building and
| oan associ ation, shareholders,] can present their clains, a
date not | ess than [one hundred twenty] sixty days after the
t aki ng of possession of the institution by himas receiver,
provi ded that such date shall be at least thirty days after the
date of the sending of such notice. However, clains based upon
deficiencies in, or surcharges with respect to funds, property,
or investnments which such institution held in a fiduciary
capacity may be presented at any tinme within [six nonths] sixty
days after the appointnent of a substituted fiduciary of the
estate of which such funds, property, or investnents were a part
and the adjudication of the account of such estate by the
conpet ent court.

Section 1002. Proof of Cainms of Depositors[, or, in
Bui | ding and Loan Associ ati ons, Sharehol ders].--Any depositor][,
or, in the case of a building and | oan associ ation, any
shar ehol der,] who di sagrees with the anmobunt shown by the books
or other records of the institution to be due to him shal
present his clains to the secretary by presenting his deposit or
pass books, or other evidence of indebtedness, to the secretary,
within the tine and in the manner designated by the secretary,
pursuant to the provisions of this act. Any such depositor [or
shar ehol der,] who shall not have received or shall have lost his
deposit or pass book or other evidence of indebtedness, or who
shall believe that the amount shown by such deposit or pass book
or other evidence of indebtedness to be due to himis incorrect,
shall, within the tinme designated by the secretary, present his

claimto the secretary by whatever nethod he shall designate.
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Any depositor[, or, in the case of a building and | oan
associ ation, any sharehol der,] who shall not present his claim
within the designated tine and in the manner provided by this
section, shall be bound by the anpunt appearing to be due to him
upon the books or records of the institution, or where the nane
of such depositor [or sharehol der] does [nor] not appear at al
upon the books or records of the institution, or appears on such
books or records but with no bal ance appearing to be due to him
by the institution, shall be permanently barred fromsharing in
any distribution of the assets of the institution. However, the
court may, upon petition and adequate cause shown, permt any
depositor[, or, in the case of a building and | oan associ ati on,
any shareholder,] to file his claimupon a |later date, but no
claimshall in any event be allowed to be filed after the | ast
day for the filing of exceptions to the first account of the
secretary.

This section shall not, however, be construed to deprive any
such depositor [or shareholder] of any right of action at |aw or
in equity which he may have agai nst an enpl oye or forner enploye
of the institution, or upon the bond of such enpl oye or fornmer
enpl oye, for any act conmtted by such enpl oye which resulted in
such depositor's [or sharehol der's] not appearing upon the books
of the institution, or appearing upon them but being credited
wi th an anmount bel ow that actually due.

The secretary shall prescribe the formfor the proof of claim
of all depositors[, or, in the case of building and | oan
associ ations, shareholders,] and for the affidavit to be
i ncl uded therein. Wenever requested by any such depositor [or
shar ehol der] to prepare such proof of claimor to take the

affidavit thereto, the secretary shall do so w thout any charge
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to such depositor [or sharehol der].

Section 1003. Proof of Clainms of Creditors.--A. Creditors
ot her than depositors[, or in the case of a building and | oan
associ ation, other than sharehol ders,] shall not share in any
di stribution of the assets of the institution, unless the
creditor, or sonmeone for him shall, within the tinme specified
by the secretary, pursuant to the provisions of this act,
present to the secretary a statenment of his claim together wth
a copy of any book entries pertaining thereto, any note or other
i nstrument received as evidence thereof, and a |list of any
coll ateral or agreenent of pledge received in connection
t herew t h.

However, the court may, upon petition and adequate cause
shown, permit any creditor to file his claimupon a | ater date,
but no claimshall in any event be allowed to be filed after the
| ast day for the filing of exceptions to the first account of
the secretary.

The statenment of a creditor's claim required by this
section, shall be verified by affidavit in substantially the
following form

"I, (name of claimant), do solemly swear (or affirm that
the above is a true statenment of ny clai magainst (nanme of
institution); that there are no credits or allowances agai nst
this claimexcept as therein set forth; that there is no
collateral security for this indebtedness or any part thereof
hel d by me or by anyone el se, other than as above set forth; and
that | amnot the owner or the obligee, directly or indirectly,
of any contract of indemity or insurance covering this claim
except as set forth above."

If the creditor shall be a corporation, such affidavit shal
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be made by the treasurer or assistant treasurer thereof, and if
a partnership, by any menber thereof. In either such case the
formof the affidavit shall be nodified accordingly.

* %

Section 1004. Allowance of Cains.--For the purposes of the
accounting provided for in this act, the secretary shall all ow
the clains of depositors[, or, in the case of a building and
| oan associ ation, shareholders,] for the anbunts shown to be due
to them upon the books or other records of the institution, or
for such other amounts as they shall, within the tinme and in the
manner provided by this act, prove to the satisfaction of the
secretary are due to them He shall Iikew se allow the clains of
all other creditors, when presented within the tine and in the
manner provided by this act, if he shall be satisfied that the
anounts clained are rightfully due. He shall reject all other
clainms of depositors[,] and other creditors[, and, in the case
of building and | oan associ ati ons, sharehol ders].

Section 1006. Expenses of Adm nistration.--Any reasonabl e
expenditure nade by the secretary as receiver of an institution,
i ncl udi ng any expense incurred in the managenent,
reorgani zation, consolidation, |iquidation, or distribution of
the assets and affairs of the institution, and any conpensati on
paid to the deputy receiver or any other person enployed to
assi st the secretary in such managenent, reorganization,
consolidation, liquidation, or distribution, and to any deputy
attorney general, special deputy attorney general, assistant

deputy attorney general, or other attorney who has been assigned

by the [Departnent of Justice] Ofice of Attorney Ceneral to the
secretary to handle for himany | egal business pertaining to the

affairs or property of such institution, shall be paid out of
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the assets of the institution, provided it is included in any
partial or final account filed by the secretary, pursuant to the
provi sions of this act, and is approved by the court in which
such account is filed.

Where such expenses are incurred, or such conpensation is
paid, for the benefit of the estate of nore than one institution
in the possession of the secretary as receiver, an equitable
portion of such expenses or conpensation shall be paid out of
the assets of each institution on whose behal f such expenditures
wer e nade.

Section 1007. Partial or Final Account; Objections.--A At
any time after the expiration of the period fixed by the
secretary, pursuant to the provisions of this act, for the
presentation of clains, he shall file a partial or final account
of his adm nistration of the business and property of the
institution, duly verified by himunder oath or affirmation, in
the office of the prothonotary.

If the secretary shall not file his first account within one
year after he takes possession of an institution, any
depositor[,] or other creditor[, or sharehol der] of such
institution may petition the court to order the secretary to
file an account. The court may, in its discretion, grant or
refuse the petition.

The account shall present his adm nistration of the estate,
including a statenment of all receipts or expenditures by the
secretary, as receiver, a list of all clainms which have been
all owed and a separate |list of clains which have been objected
to or are disputed, showing as to all depositors[,] and other
creditors[, and, in the case of a building and | oan associ ati on,

shar ehol ders,] their nanmes and addresses, the amounts due or
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claimed to be due to them and any priorities in the order of
di stribution granted to or clainmed by them

B. The secretary shall forthwith give witten or printed
notice of such filing of an account to all corporations or
per sons whom he knows to be, or to claimto be, depositors],]
and other creditors[, and, in the case of building and | oan
associ ations, shareholders,] of the institution, at the
addr esses whi ch respectively appear for them upon the books of
the institution, or if none appear there, at their |ast known

respective addresses. However, if it shall appear to be in the

best interests of the estate, the court nay order the secretary

to substitute a single adverti senent in a newspaper or

newspapers, for the individual notice to such corporations or

persons. Such notice shall also state that unless an exception
to the account or to any itemthereinis filed with the court
within thirty days fromthe date of the filing thereof, it wll
be confirned absol utely.

He shall |ikew se give notice to any corporation or person
who, pursuant to the provisions of this act, has given the
secretary notice of his claimto the right of execution or
attachnment agai nst any assets, owned by, or legally in the
custody or possession of, the secretary as receiver of the
institution.

He shall al so advertise such notice in a newspaper or
newspapers as provided in this act, stating the date upon which
he has filed his partial or final account and the fact that al
exceptions to the account nust be filed within thirty days from
the date of the filing of such account.

The secretary shall forthwith file with the court, under oath

or affirmation, a statenent that he has, in the manner provided

2002051258B2421 - 72 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

by this act, sent both the notice of his determ nation to
iquidate and the notice of his filing of an account to al
corporations or persons entitled thereto, whose nanes appear in
t he account, at the addresses stated therein. He shall also file
the proofs of publication of the advertisenents which he has

i nserted, pursuant to the provisions of this act, which
respectively set forth his determnation to Iiquidate and his
filing of an account.

C. The prothonotary shall not be under any duty to recopy or
ot herwi se record such account. He shall make no charge except
the regular fee for filing such or simlar papers.

Section 1010. Confirmation of Account; D stribution of
Dividends.--A. |If the secretary has approved all depositors’
clainms[, or, in the case of building and | oan associ ati ons, al
shar ehol ders' clains,] as presented by them pursuant to the
provisions of this act, or if not presented, as they appear upon
t he books or other records of the institution, and if no
exception has been filed to an account or to any itemthereof
within thirty days after the filing of such account by the
secretary, the court shall confirmthe account absolutely. If
any funds are available for distribution, the secretary shal
t hen decl are and pay out of such funds a partial or a final
di vidend, according to the priorities established by | aw.

If the secretary has rejected any such deposit or claim or
i f any such exception has been filed, the court shall confirm
the account as to all other matters and cl ainms. The secretary
may then declare and pay out of the funds avail able for
distribution, if any, a dividend, according to the priorities
established by law. The dividend shall be calculated as if al

deposits and other clains were valid and approved. The
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secretary, before paying any such dividend, shall set apart the
proportion of such dividend which woul d be properly
apportionable to any clai mwhich has been rejected by the
secretary, or to which an exception has been filed, if the
anount and the priority clainmed were sustained by the court. If
any such claimshall be determ ned by the court to be valid, the
secretary shall pay to the corporation or person entitled
thereto the dividend which has been set apart in the manner
provi ded by this section. If any such claimshall be determ ned
by the court to be invalid, the dividend which has been set
apart in the manner provided by this section shall be
distributed in the order of the priorities established by |aw,
to those whose clai ns have been approved by the court.

B. The confirmation of any account after the adjudication of
all clainms therein which have been rejected by the secretary, or
to which exceptions have been filed, and of all other exceptions
to such account, shall be conclusive as to all matters therein.
Except as otherwi se provided in this act, no claimof any
depositor [or other creditor or, in the case of a building and
| oan associ ation, any shareholder,] shall be valid if not |isted
and approved in the first account which has been fil ed.

The confirmation of the final account and distribution
t hereunder shall discharge the secretary, the deputy receiver,
any ot her enploye, and the | egal counsel, as well as the surety
for any of them fromall further civil liability for any act
done in his official capacity as receiver, deputy receiver,
enpl oye, or |egal counsel of the institution.

C. If the receiver in all other respects is in a position to

cl ose the recei vership proceedi ng, the proposed closing is

sufficient grounds for the rejection of any renmai ning claim
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based on an unli qui dated or undeterm ned denand. The receiver

shall notify the claimant of the intention to cl ose the

proceeding. If the denmand is not |iquidated or determ ned before

the sixty-first day after the date of the notice, the receiver

may reject the claim

Section 32. Section 1011 of the act is repeal ed.

Section 33. Sections 1012, 1013 and 1101 of the act are
amended to read:

Section 1012. Liquidation of Bal ance by Trustees.--Except in
the case of a [building and | oan associ ati on] nutual

institution, the secretary shall dispose in the follow ng manner

of any unliquidated assets of an institution of which he was
receiver, which are still in his possession after the filing and
confirmation of his final account, the paynent in full of the
clainms of all depositors, creditors, and other clainmants which
have been approved by the court, the return to sharehol ders, pro
rata, of any anounts paid by them pursuant to an assessnent nade
by the secretary, under the provisions of this act, which have
proved unnecessary to pay in full the duly presented and
approved cl ai ns of depositors and other creditors, and the

di stribution to sharehol ders of any cash bal ance renai ni ng

t hereafter.

The secretary shall call a nmeeting of all the sharehol ders of
the institution by giving themwitten notice at least thirty
days before the day fixed for the neeting. At such neeting, the
shar ehol ders shall elect by ballot a trustee or trustees, who
shall conplete the liquidation. A nmgjority of the shares present
in person or by proxy shall be necessary to elect such trustee
or trustees. The secretary shall file one copy of the

proceedi ngs of such sharehol ders' neeting in his office, and one
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in the office of the prothonotary. Both copies shall be prepared
by hi munder oath or affirmation.

If no trustee is elected in this manner on the day
desi gnated, the secretary shall petition the court in which the
certificate of possession is filed for the appoi ntnment of a
trustee or trustees.

The trustee or trustees who are thus el ected by the
shar ehol ders or appointed by the court shall give bond to the
Commonweal th, in such anount, with such surety and under such
conditions as the court may direct. The secretary shall then
transfer to such trustee or trustees all the assets of the
institution which are still in his possession.

After such transfer by the secretary to a trustee or trustees
for the benefit of the shareholders, the institution shall have
no corporate powers or privileges whatsoever. The trustee or
trustees shall not succeed to any of its powers or privileges
except such as shall be necessary to the liquidation of the
remai ni ng assets whi ch have been transferred to such trustee or
trustees by the secretary.

Section 1013. Uncl ai ned Dividends. --Wenever, upon the audit
or adjudication of the final account of the secretary in
possession of an institution as receiver, there shall be and
remain in his possession any dividends which shall have been
awar ded to any depositor or other creditor the whereabouts of
whom or of whose | egal representatives the secretary has been
unabl e to ascertain, or any dividends which otherwi se are by | aw
escheatable to the Commonweal th, he shall file in the court the
sworn statenment required by law, and shall thereupon pay the
di vidends into the State Treasury, through the Departnent of

Revenue, in accordance with the provisions of |aw, such noneys
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to be subject to refund to any corporation or person entitled
thereto, pursuant to the provisions of |aw

This section shall not be construed to relieve the secretary
of any of the duties with respect to such uncl ai med or

escheat abl e di vi dends i nposed by law, to the extent applicable,

upon any receiver appointed by any court within this
Conmonweal t h.

Section 1101. Crimnal Prosecutions.--Upon discovery, by
report or otherw se, of any alleged violation of any crim nal
| aw of this Conmonweal th, which relates to an institution, the
departnment [shall institute crimnal proceedings in the manner

provided by law.] shall refer the matter to the proper crim nal

enforcenent authorities and notify other requl atory agenci es.

SECTION 34. THE ACT |'S AVENDED BY ADDI NG A SECTI ON TO READ: <—
SECTI ON 1104. PROTECTI ON OF EMPLOYES. --A. NO LI CENSEE NAY

DI SCHARGE, THREATEN OR OTHERW SE DI SCRI M NATE OR RETALI ATE

AGAI NST AN EMPLOYE REGARDI NG THE EMPLOYE' S COMPENSATI ON, TERMS

CONDI T1 ONS, LOCATI ON OR PRI VI LEGES OF EMPLOYMENT BECAUSE THE

EMPLOYE OR A PERSON ACTI NG ON BEHALF OF THE EMPLOYE MAKES A GOOD

FAI TH REPORT OR | S ABOUT_TO REPORT, VERBALLY OR IN WRITING _TO

THE EMPLOYER OR APPRCOPRI ATE AUTHORITY A VIOLATION OF THI S ACT.

B. NO LI CENSEE MAY DI SCHARCGE, THREATEN OR OTHERW SE

DI SCRIM NATE OR RETALI ATE AGAI NST AN EMPLOYE REGARDI NG THE

EMPLOYE' S COVPENSATI ON, TERMS, CONDI TI ONS, LOCATI ON OR

PRI VI LEGES OF EMPLOYMENT BECAUSE THE EMPLOYE | S REQUESTED BY AN

APPROPRI ATE AUTHORITY TO PARTI Cl PATE N AN | NVESTI GATI ON

HEARI NG OR I NQUI RY HELD BY AN APPROPRI ATE AUTHORITY OR IN A

COURT_ACTI ON RELATING TO A VIOLATION OF TH S ACT.

Section 34 35. The Departnent of Banking shall have <—

authority to pronul gate regulations to inplenment and adm ni ster
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the provisions of this act.

Exi sting regul ations not clearly

i nconsistent with the provisions of this act shall remain in

1
2
3 effect until replaced, revised or anended.
4

Section 35 36. This act shall take effect imediately.
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