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Memorandum 84-27

Subject: Study L-640 - Trusts {Conduct of Trust Business and
Qualification by Foreign Trustees)

Existing California Law

At the last meeting the Commission requested the staff to further
investigate the law regarding the extent to which foreign corporations
may act as trustees in California. In summary, a foreign corporation
may conduct a trust business in California only through the mechanism of
a domestic subsidiary corporation. All other conduct of a trust business
is forbidden except for certain very limited actions. There is no way
that a foreign trust corporation can qualify to do its business, as can
a corporation generally, nor is there any way to establish a branch
office for the purpose of conducting a trust business.

The statutes supporting these conclusions are attached to this
memorandum as Exhibit 1, The staff has also discussed these matters
with lawyers and a trust examiner in the State Banking Department. A
more detailed discussion follows,

Financial Code Section 1503 sets up two prohibitions against foreign
corporations: they may not (1) "have or exercise the powers of a trust
company” nor {2) "directly or indirectly transact or conduct in this
state a trust business as defined in Section 106." The definition of
"trust business" in Financial Code Section 106 is very broad (see copy
in Exhibit 1) and consequently does not appear to leave open any course
of conduct by a trustee that would not be considered as transacting or
conducting a trust business. Note that the prohibition against foreign
corporations in Financial Code Sectien 1503 is not limited to conducting
a "trust business"--it also forbids having or exercising the powers of a
trust company.

Notwithstanding this broad prohibition, Section 1503 permits a
limited type of action in California by a corporation authorized by its
articles to exercise trust powers, namely delivering, registering,
paying interest on, certifying, redeeming, and cancelling bonds. It has
been sugpgested that these exceptions relate to 19th Century problems
inveolving railroad trusts; they are obviously of little utility in the



administration of a trust. Section 1503 also excepts actions by a
trustee under a mortgage, deed of trust, or other instruments, and
railroad obligations.

Financial Code Section 1750(a) (copy in Exhibit 1), enacted in
1981, also forbids transacting business in this state by a foreign state
bank. See also Fin. Code § 1755(b} (foreign nation bank precluded from
transacting trust business at California branch)., The broad prohibition
of Section 1750(a) is qualified in Section 1750(b) which permits foreign
barks to carry on activities listed in Corporations Code Section 191(d),
to loan money secured by liens on real property, and to transact business
permitted under Financial Code Section 1503 (discussed above). Corpora-~
tions Code Section 191(d) (copy in Exhibit 1) permits certain activities
that are not considered as transacting intrastate business. These
activities include purchasing property, making and enforcing loans, and
hiring agents. The last paragraph of Section 191 makes clear that its
provisions do not excuse foreign banks from compliance with other laws.
Subdivision (a) of Section 191 provides a more meaningful definition of
transacting business than does Financial Code Section 106; for the
purposes of qualifying to do business in California, "tranmsact intrastate
business" means "entering into repeated and successive transactions of
its business in this state, other than interstate or foreign commerce."
However, banks and trust companies are not permitted by the Financial
Code to conduct a trust business in this state, so the general provisions
in the Corporations Code for qualifying to conduct intrastate business
applicable to corporations generally are not available to institutional
trustees,

The only alternative is to establish a subsidiary corporation in
California and this is recognized in Financial Code Section 1750(c). It
is through the subsidiary corporation device that foreign banks and
trust companies are currently entering California, Hence, for example,
Fiduciary Trust Co. of California, which has an office in Los Angeles,
is a California corporation that is a wholly owned subsidiary of Fiduciary
Trust Co. of New York.

A reading of the statutes may ralse an implication that a foreign
state bank might establish a branch office and conduct a trust business
from it. However, this is not possible because the sort of branch
offices authorized by Financial Code Sections 1700-1701 involve the
conduct of a "commercial banking business" which is distinguished in

-0=



Financial Code Sectioms 102, 103, 105, and 106 from trust business. The
situation is not crystal clear, however, since Section 107 defines a
trust company to include a commercial bank. Nevertheless, a reading of
the branch banking statutes does not lend concrete support to any idea
that a foreign corporation might establish a trust business through
branch operations.

As for national banks which are exempted from the prohibition of
Financial Code Section 1503, the interpretation given this provision is
that it treats naticnal banks authorized to conduct business in California

as domestic corporations.

Alternative Approaches

1. Keep Existing law

The current scheme which bars almeost all activity by foreign corporate
trustees could be retained without change. As noted, a foreign corpora-
tion which wants to conduct a trust business in California can accomplish
that goal by setting up a California corporation., This alternative does
not answer the problem that arises where a foreign corporation is named
as a trustee in a California trust instrument, however.

California falls within a large group of states which effectively
bar foreign corporations from acting as trustees, See G. Bogert, The
Law of Trusts and Trustees § 132, at 644 (2d ed. 1965) (Alaska, Florida,
Hawaii, Idaho, Eentucky, Loulsiana, Michigan, Montana, Nebraska, Nevada,
New Hampshire, New Mexico, North Carolina, Oregon, South Dakota, Utah,
Virginia, Washington, and West Virginia). However, z number of states
in this group allow certain significant actions by a foreign corporate
trustee such as receiving, holding, and transferring property. See,
e.g., Fla. Stat. Ann. § 664.41(3) (West Supp. 1984) {copy in Exhibit 2).

2. Expand The List of Permitted Activities

In order to avold the expense and inefficiency of appointing a
domestic ancillary trustee where a California trust names a forelgn
corporate trustee or where a foreign trust involves California real
property, the law might be revised to permit occasional admiuisfration
by a foreign trustee just as the statutes now permit very limited activ-
ities in Corporations Code Section 191(d) and Financial Code Section
1503, Section 7-105 of the Uniform Probate Code permits a foreign

corporate (or individual) trustee "to receive distribution from a local



estate or to hold, invest in, manage or acquire property located in this
state, or maintain litigation."” These acts are permitted without running
afoul of the state's laws forbidding the conduct of a trust business.

The Comment to UPC Section 7-105 explains the thinking behind the provision
as follows:

Section 7-105 deals with nonresident trustees in a fashion
which should correct a widespread deficiency in present regulation
of trust activity. Provisions limiting business of foreign corporate
trustees constitute an unnecessary limitation on the ability of a
trustee to function away from its principal place of busimess.

These restrictions properly relate more to continucus pursuit of

general trust business by foreign corporatioms than to isolated

instances of litigation and management of the assets of a particular
trust. The ease of avelding foreign corporation qualification
statutes by the common use of local nominees or subtrustees, and

the acceptance of these practices, are evidence of the futility and

undesirability of more restrictive legislation of the sort commonly

existing today. The position embodied in this section has been
recommended by important segments of the banking and trust industry
through a proposed model statute, and the failure to adopt this
reform has been characterized as unfortunate by a leading trust

authority, See 5 Scott on Trusts § 558 {3d ed. 1967).

This alternative avoids the question of whether foreign corporations
should be able to conduct a trust business in California and how they
should qualify to do so. It serves the interests of the trustor without
impinging unfairly on the business interests of domestic trust companies.
This type of revislon of the law seems to the staff to be the best
alternative in view of the various interests involwved.

A scheme based on UPC Section 7-105 could also provide for automatic
appointment of the Secretary of State as agent for service of process
and could require a bond of the foreign trustee, either in every case or
as required by the court.

It is interesting to consider Corporations Code Section 191(c) on
the subject of actions that do not constitute doing business in California.
Under this provision (see copy in Exhibit 1), a foreign corporation is
not consldered to be conducting intrastate business where it maintains
an action or "conducts an isolated transaction completed within a period
of 180 days and not in the course of a number of repeated transactions

of 1like nature,"

3. Permit Foreign Corporate Trustees to Act on Reciprocal Basis

Many states permit foreign corporations to act as trustees if the

state in which the corporation is organized permits foreign corporations

to act as trustees., Approximately 20 states have enacted reciprocity
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schemes. Bogert, supra, § 132, n. 36 {2d ed. 1965 & Supp. 1982) {Alabama,
Connecticut, Delaware, Illinois, Iowa, Kansas, Maine, Maryland, Massa-
chusetts, Minnesota, Mississippi, Missouri, New Jersey, New York, North
Dakota, Ohio, Oklahoma, Pennsylvania, Rhode Island, Tennessee, and

Texas). It appears that the number of states adopting reciprocity
schemes has increased from 15 to 21 during the last 20 years.

Reciprocity schemes really have nothing to do with the interests of
the trustor or beneficiaries, As Professor Scott noted, a refusal to
permit administration by a foreign trustee

clearly defeats the testator’s intention and can be justified only

on some ground of public policy. Ome ground may be the protection

of local trust companies against competition. This is the obvious
purpose of the reciprocal statutes. But trusts are not created for
the benefit of the trustees. The interest of a testator in disposing
of his estate, and the interests of the beneficiaries, are far more
important than those of the trust companies of the state in which
the testator happens to be domiciled when he dies.

5 A. Scott, The Law of Trusts § 558, at 3784-85 (3d ed. 1967).

Reciprocity may be objectionable as on overly protective scheme,
but, on the other hand, if reciprocity is adopted universally, the goal
of lowering the protective barriers will be achieved. It should be
remembered that reciprocity statutes do not permit the conduct of a
trust business by a foreign corporatiom, but rather remove the impediment
to acting as trustee in a given case, typically involving a testamentary
trust., See the statutes of Kansas, Minnesota, New York, Oklahoma, and
Pennsylvania in Exhibit 2,

4, Permit Qualification of Corporate Trustees in Manner of Other Corpo-
rations

In theory at least, a foreign corporate trustee could be treated in
the same manner as any other foreign corporation that wants or needs to
qualify to do business in California. This would entail satisfying the
qualification requirements of Corporations Code Section 2105 (see copy
in Exhibit 1). Such qualification would also involve satisfying the
requirements applicable to corporate trustees set forth in the Financial
Code.

The staff thinks that this alternative is unlikely to be acceptable
to local interests. It might also be argued that such a scheme is
unnecessary in view of the existing alternative of setting up a California

subsidiary corporation to conduct a trust business. Making general



qualification statutes available to foreign trustees would not solve the
problem faced by a forelgn trustee that does not want to qualify generally

to do business but only to act as trustee in a particular case.
Conclusion

The Commission has expressed interest in permitting foreign corporate
trustees to act in California on some limited basis. The staff favors
the Uniform Probate Code apprcach of expanding the types of occasional
activities that can take place without offending the prohibition on
conducting a trust business in California. A reciprocity scheme would
accomplish the same result as to states that have their own reciprocity
statutes. The law should not remain as it is because of the unnecessary
burden imposed on the interests of the trustor and the beneficlaries.
Ner is it particularly useful to permit foreign corporations to qualify
under the general corporation laws,

If the UPC scheme or a reciprocity scheme is recommended to the
Legislature, the statute should also require appointment of an agent for

service of process and satisfaction of any bonding requirements.

Respectfully submitted,

Stan G. Ulrich
Staff Counsel



o
|
.

Memorandum 84-27

EXHIBIT 1

Selected Statutes Relating to Conduct
of Trust Business by Foreign
Corporations

Corporations Code

§ 191. Transact intrastate business; foreign corporation

() For the purposes of Chapter 21 (commencing with Section
2100), “transact intrastate business” means entering into repeated
and successive transactions of its business in this state, other than in-
terstate or foreign commerce,

(b} A foreign corporation shall not be considered to be transact-

Study L-~64D

ing intrastate business merely because its subsidiary transacts intra- .

state business.

(c) Without excluding other activities which may not constitute
transacting intrastate business, a foreign corporation shall not be
considered to be transacting intrastate business within the meaning
of subdivision (a) solely by reason of carrying on in thls state any
one or more of the following activities:

(1) Maintaining or defending any action or suit or any adminis-

trative or arbitration proceeding, or effecting the settlement thereof :

or the settlement of claims or disputes.

(2) Holding meetings of its board or shareholders or carrying on

other activities concerning its internal affairs.
(3) Maintaining bank accounts.

(4) Maintaining offices or agencies for the transfer, exchange
and registration of its securities or depositaries with relation to its
securities. _

(5) Effecting sales through independent contractors.

(6) Soliciting or procuring orders, whether by mail or through
employees or agents or otherwise, where such orders require accept-
ance without this state before becoming binding contracts.

(7) Creating evidences of debt or mortgages, liens or security
interests on real or personal property.

(8) Conducting an isolated transaction completed within a peri-
od of 180 days and not in the course of a number of repeated transac-
tions of like nature,

{d) Without excluding other activities which may not constitute
transacting intrastate business, any foreign lending institution, in-
cluding, but not limited to:, any foreign banking corporation, any for-
eign corporation all of the capital stock of which is owned by one or

more foreign barking corporations, any foreign savings and loan as-’



sociation, any foreign insurance company or any foreign corporation
or association authorized by its charter to invest in loans secured by
real and personal property, whether organized under the laws of the
United States or of any other state, district or territory of the United
States, shall not be considered to be doing, transacting or engaging in
business in this state solely by reason of engaging in any or all of the
following activities either on its own behalf or as a trustee of a pen-
sion plan, employee profit sharing or retirement plan, testamentary
or inter vivos trust, or in any other fiduciary capacity:

(1) The acquisition by purchase, by contract to purchase, by
making of advance commitments to purchase or by assignment of
loans, secured or unsecured, or any interest therein, if such activities
are carréed on from outside this state by the lending institution,

(2) The making by an officer or employee of physical inspec-
tions and appraisals of real or personal property securing or proposed
1o secure any loan, if the officer or employee making any physical
inspection or appraisal is not a resident of and does not maintain a
place of business for such purpose in this state.

(3) The ownership of any loans and the enforcement of any |
loans by trustee’s sale, judicial process or deed in lieu of foreclosure
or otherwise. -‘
" (4) The modification, renewal, extension, transfer or sale of

-loans or the acceptance of additional or substitute security therefor
or the full or partial release of the security therefor or the accept-
ance of substitute or additional obligors thereon, if the activities are

_ carried on from outside this state by the lending institution.

(5) The engaging by contractual arrangement of a corporation,
firm or association, qualified to do business in this state, which is not
a subsidiary or parent of the lending institution and which is not un-
der common management with the lending institution, to make collec-
tions and to service loans in any manner whatsoever, including the
payment of ground rents, taxes, assessments, insurance and the like
and the making, on behalf of the lending institution, of physical
inspections and appraisals of real or personal property securing any
loans or proposed to secure any loans, and the performance of any
such engagement, '

(6) The acquisition of title to the real or personal property cov-
ered by any mortgage, deed of trust or other security instrument by
trustee’s sale, judicial sale, foreclosure or deed in lieu of foreclosure,
or for the purpose of transferring title to any federal agency or in-
strumentality as the insurer or guarantor of any loan, and the reten-
tion of title to any real or personal property so acquired pending the
orderly sale or other disposition thereof.

(7) The engaging in activities necessary or appropriate to carry
out any of the foregoing activities,

Nothing contained in this subdivision shall be construed to.per-
mit any foreign banking corporation to maintain an office in this
state otherwise than as provided by the laws of this state or to limit
the powers conferred upon any foreign banking corporation as set
forth in the laws of this state or to permit any foreign lending insti-
tution to maintain an office in this state except as otherwise permit-
ted under the laws of this state,

(Added by Stats.1975, c. 682, p. —, § 7, eff. Jan. 1, 1977. Amended by
Stats.1976, c. 641, p. —, § 4.9, eff. Jan. 1, 1977.) o
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§ 2104. Foreign lending institution; appointment of secretary
~ of state as agent for service of process

Any foreign lending institution which has not gualified to do
business in this state and which engages in any of the activities set
forth in subdivision (d) of Section 191 shall be considered by such ac-
tivities to have appointed the Secretary of State as its agent for serv-
ice of process for any action arising out of any such activities, and,
on or before June 30th of each year, shall file a statement showing
the address to which any notice or process may be sent in the man-
ner and with the effect provided in Section 2111.

No foreign lending institution sclely by reason of engaging in
~any one or more of the activities set forth in subdivision (d) of Sec-

tion 191 shall be required to qualify to do business in this state nor
be subject to (a} any of the provisions of the Bank and Corporation
Tax Law (commencing with Section 23001) of the Revenue and Tax-
ation Code or (b) any of the provisions of this code or the Financial
Code or Insurance Code relating to quatifications for doing or trans- |
acting business in this state or to requirements pertaining thereto or
to the effects or results of failure to qualify to do business in this
state,

(Added by Stats.1975, c. 682, p. —-, § 7, eff. Jan. 1, 1977. Amended by
Stats.lB'f[S. ¢. 641, p. —, § 30.2, eff, Jan. 1, 1977.)

§ 2105. Transacting intrastate business; certificate of qualification; insurers: corporate process

agent; annexations

{(a) A foreign corporation shall not transact intrastate business without having first cbtained from
the Secretary of State a certificate of gualification. To obtain such certificate it shall file, on a form
prescribed by the Secretary of State, a statement and designation signed by a corporate officer
stating:

(1) Its name and the state or place of its incorporation or organization.

(2) The address of its principal executive office.

{8) The address of its principal office within this state.

{4) The name of an agent upon whom process directed to the corporation may be served within this
state. Buch designation shall comply with the provisions of subdivision (b) of Section 1502.

{5) Its irrevocable consent to serviee of process directed to it upon the agent designated and to
service of process on the Secretary of State if the agent so desipnated or the agent's succezsor i3 no
longer authorized to act or ecannot be found at the address given.

{6) If it is a corporation which will be subject to the Insyrance Code as an insurer, it shall so state
such fact.

(b} Annexed to such statement and designation shall be a certificate by an authorized public official
of the state or place of incorporation of the corporation to the effect that such corporation is an
exiating corporation in good standing in that state or place or, in the case of an association, an
officers’ certificate stating that it is a validly organized and existing business association under the
laws of a specified foreign jurisdietion.

(¢} Before it may be designated by any foreign corporation as its agent for service of process, any
corporate agent must comply with Section 1505.

(Amended by Stats.1979, . 737, p. 2576, § 3)




Financial Code

§ 101. Applicability of corporation laws’

Al provisions of law applicable to corporations generally (including, but not limited to, the General
alion Law {Division 1 {commencing with Section 100), Title 1 of the Corporations Code) ) shall .

* * * apply to banks. * * * However, whenever any provision of this division or of any regulation or
; issued und ovision_{oth: i tion this division applicable to is
inconsistent with any peovision of law applicable to corporations generally, such provision of this
division or of such regulation or order shall apply and spch provision of law applicable 1o corporations
generally shall not apply. -

(Amended by Stats.1978, c. 965, p. 2968, § 1.

§ 102. Bank defined

The word “bank” as used in this division means any incorporated banking institution which shall
have been ineorporated to * * * i i i i trust business * * *. The
soliciting, receiving, or accepting of money or its equivalent on deposit a3 a regular business shall be

+ deemed to be doing a commercial * * * banking business whether such deposit is made subjsct to
check or is evidenced by a certificate of deposit, a passbook, 2 note, a receipt, or other writing;
provided, that nothing herein shall apply to or include money or its equivalent left in eserow, or left
with an agent pending investment in real estate or securities for or on account of his principal. It
shall be unlawful for any corporation, partnership, firm, or individual to engage in or transact a
banking business within this state except by means of & corporation duly organized for such purpese.

(Amendedvby Stgts.lmi c. 963, p. 1808, § 2; Stats.1978, . 965, p. 2968, § 2)

—
§ 103. Classes of banke
Banks zre divided into the following classes:
{a) Commercial banks.
L I I N . . .
{b) Trust companies. - R .
{Amended by Stats.1973, c. 963, p. 1808, § 3)

“8 105. Commercial bank defined

“Commercial bank” means a bank * * * authorized to receive depoasits of money or its equivalent,
i ing demand deposits, savings deposits, and time deposits; to lend money on the security of real
or personal property or without security; to discount or deal in bills, notes, or other commercial paper;
‘to buy and sell for the secount of customers, and, if eligible for investment, for its own account,
securities, gold and silver builion, foreign coins, and bills of exchange; and generally to transact a
commercial banking businesa,

, (Amended by Stats.1973, c. 963, p. 1808, § 5.}

§ 106. Trust business defined

“Trust business' means the business of acting as executor, admin-
istrator, guardian or conservator of estates, assignee, receiver, deposi-.
tary or trustee under the appointment of any court, or by authority cf
any law of this or any other state or of the United States, or as trustee
for any purpose permitted by law. (Stats 1951, c. 264, p. 831, § 1065,
as amendeqd Stats. 1959, c. 301, p. 2318, § 3.)



§ 107. Trust company defined

“Prust company” means a corporation or & commercial bank which is authorized to engage in the
trust business and the trust department of any title insurance compeny suthorized to engage in the
trust business in addition to its title insurance business. :

(Amended by Stats.1973, c. 963, p. 1808, § 6}

“§ 109, Bank or banks ,

* ¢ * “Bank™ or “banks” embraces commercizl banks * * * and trust companies unless the context .
otherwise requires. - .
(Amended by Stats.1973, ¢. 963, p. 1809, § 8)

§ 400. Filing; articles nf incorporation; bylaws;' statément of contributed capital; fee

The articles of incorporation of the proposed bank or trust company shall be submitted to the

" superintendent for his approval before they are filed with the Seeretary of State pursuant to the

Corporations Cede. After the articles have been filed with the Secretary of State the propesed bank
or {rust company shall:

(a} File with the superintendent & copy of its articles of incorporation, certified by the Secretary of
State, and a copy of its bylaws certified by its secretary.

(b} File with the superintendent a statement in such form and with such supporting data as he may
require showing that the entire contributed capital has been fully paid in lawful money, unconditional-
ly, and that the funds representing such contributed capital, less sums spent as authorized by this
article for preopening expenditures are on deposit in a state or national bank in this state, subject to
withdrawal on demand.

(¢} Pay to the superintendent a fee of two thousand * * * five hundred dollars ($2,500).

(Amended by Stats.1973, ¢ 858, p. 1551, § 4; Stats.1973, c. 963, p. 1810, § 13.5; Stats 1978, c. 965, p.
2976, § 44; Stats.1981, c. 444, p. 1688, § 2.) , T

§ 401. Certificate of authorization; issuance; contents
If the superintendent finds that the proposed bank or trust compa-
ny has in good faith complied with all the requirements of law and ful-
filled all the conditions precedent to commencing business imposed by
this code or by regulation, he shall, within 30 days after the statement
and supporting data specified in Section 400 have been filed with him,
issue in duplicate a certificate of authorization to transact business as a
bank or trust company, as the case may be, and shall transmit one copy
to the bank or trust company and place one copy on file in the depart-
ment. The certificate of authorization shall state that the corporation
named therein has complied with all the provisions of this code govern-
ing organization of banks or trust companies and that it is authorized
. to transact the business specified therein, (Stats. 1931, c. 364, p. 842, §
401.) '

§ 600. Articles; purposes of corporation )
The articles of each bank shall contain the applicable one of the following statements:

(a) In case the bank is, or is proposed to be, a commercial bank not authorized to engage in trust
business, that the purpose of the corporation is to engage in commerciai banking business and any
other lawful activities which are mot, by applicable laws or regulations, prohibited to a commercial
bank; .

(b) In case the bank is, or iz proposed to be, & commercial bank suthorized to engage in trust
business, that the purpose of the corporation is to engage in commercial banking business and trust
business and any other lawful activities which are not, by applicable laws or regulations, prohibited to
a commercial bank authorized {o engage in trust business; -
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(¢} In case the bank is, or is proposed to be, a trust company {other than a commercial bank
suthorized to engage in trust business or a corperation authorized to maintain a title insurance
department to engage in title insurance business and a trust department to engage in trust business},
that the purpose of the corporation is to engage in trust business and any other lawful activities which
are not, by applicable laws or regulations, prohibited to a trust company; or
(&) In case the bank is a corporation which is, or ia proposed to be, a corporation authorized to
maintsin & title insurance department to engage in title insuranee business and a trust department to
engege in trust business, that the purpose of the corporation is to engage in title insurance business
and trust business and any other lawful activities which are not, by applicable laws or regulations,
prohibited to a corporation authorized to maintain a title insurance department to engage iz title
insurance business and a trust department to engage in trust business.

{Added by Stats.1978, c. 965, p. 2077, § 54.)

§ 1500, Prerequisites to engaging in trust business
__No eorporation shell engage in the trust business unless:

(a) * * ® Its articles * * * comply with the requirements of subdivision (b}, {(c), or {d) of Section
600; and ‘

(b} It has received from the superintendent a certificate of authority pursuant to Section 401 to
engage in the trust business, or, if it is a bank, has received the authorization of the superintendent to -
engage in the trust business pursuant to Section 1500.1; and )

" {e) Ithas * * * deposited with the State Treasurer money or securities in compliance with Article 3
(commencing with Section 1540) of this chapter.
{Amended by Stats.1973, c. 963, p. 1835, § %0; Stats.1978, c. 965, p. 29900, § 104.)

§ 1501, Trust business by title insurance company

A corporation authorized to tramsact a title insurance business under the Insurance Code may
engage in the trust business and maintain a trust department as well as a title insurance department
if it complies with the following requirements: .

{a) It shell first obtain the consent of both the superintendent and the Commissioner of Insuranece.
The application for such comsent of the superintendent shall be in such form and contain such
information as the superintendent may require and be accémpanied by a fee of * * * one thousand ,
dollars ($1,000). -

* (1) In its application for much consent it shall include a statement making a segregation of ita

shareholders’ equity for each department. When such apportionmexnt is approved by the superintand-

ent and the Commiasioner of Insurance the part of such shareholders’ equity apportioned to each

department shall be segregated and shall be treated as the separate shareholders’ equity of each auch
_ depariment as if each such department was a separate business. - )

(¢} (1} It shall amend its articles to comply with the requirements of su_b@iyision {d} of Section 600
(2) It shall amend its articles to comply with the requirements of subdivision {b} of Section 600.2

Section 904 of the Corporations Code shall not apply to such amendment; however, the amendment
must be approved by not less than two-thirds of each class of its outstanding shares which would

- become assessable under the amendment.

{d) It shal] make the deposits of money or securities with the State Treasurer pursuant to Article 3
of this chapter. :

{¢) As to its trust department it shall be subject to and shall comply with ali the requirements of
thia division applicable to trust companies and the rules and regulations of the superintendent.
(Amended by Stats.1973, c. 858, p. 1554, § 14; Stats.1978, c. 965, p. 2091, § 106; Stats.1981, c. 444, p.

1681, § 16))

— ; }
§ 15011, Commmercial banking business by companies authorized to transact trust and title
insurance business

No corporation which is anthorized to transact a trust business and which is also authorized to
- transact a title insurance business shall engage in a commercial banking business. '

{Added by Stats.1973, c. 963, p. 1836, § 92.)

§ 1503. Foreign corporations; permissible exercise of trust powers

No foreign corporetion, other than a national banking association which is authorized to conduct &
trust business in this state, shall have or exercise the powers of 2 trust company nor directly or
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mdu'ectiy transact or conduct in this state a trust business aa defined in Section 106; but any foreign

corporetion which is authorized by its articies to exercise trust powers may act as trustee for the
following purposes:

{a) To deliver bonds and receive payments therefor.
. {b} To deliver permanent bonds in exchange for temporary bonds of the same jssue.
(c) To deliver refunding bonds in exchange for those of & prior issue or issues.

-{d) To register bonds or to exchange registered bonds for coupon bonds or eoupon bonds for -

registered bhonds.
{e) To pay interest on such bonds, and take up and cancel coupons representing such interest
payment.
{f} To redeem and cancel bonds when called for redemption or to pay and cancel bonds when due.
{g) To certify registered honds for the purpose of exchanging registered bonds for coupon bonds.

“A foreign corporation which is authorized by its articles to exercise trust powers may be appointed
and mzay sceept appointment and act as trustee under any mortgage, deed of trust, or other
instrument securing bonds or other obligations issued or to be issued by any railroed corporation which
owns & railroad operating in the State of California and extending into another state.

A foreign corporation exercising in this state the powers conferred by this section shall mot
eatablish or maintain directly or indirectly any branch office or agency in thiy state unless it has -
complied with all of the applicable provisions of Chapter * * * 13.5 (commencing with Section * * * -

1700).

(Amended by Stats.1978, c. 965, p. 2091, § 107; Stats.1979, c. 373, p. 1289, § 97; Stats.1981, e. 67, p.
124, § 3, urgeney, eff. June 16, 1981.)

§ 1580. General powers

A frust company has the following powers:

(a) It may act, or may be appointed by any court to act, in like
manner as an individual, as executor, administrator, guardian or con-
scrvator of estates, assignee, receiver, depositary, trustee, custodian, or
in any other fiduciary or representative capacity for any purpose per-
mitted by law, may act as transfer agent or registrar of corporate
stocks and bonds, may buy and sell securities for the account of cus-
tomers, and may accept and execute any trust business permitted by
any law of this or any other state or of the United States to be taken,
accepted, or executed by an individual; and

(b} A trust company, upon becoming a member of the Federal Re-
serve System, shall continue to bave such powers as may then or there-
alter be conferred upon it by the laws of this State, subject to such fed-
eral rules, regulations, and laws as may govern state banks exercising
trust powers or trust companies which become members of the Federal
Peserve System. (Stats.1951, c. 364, p. 909, § 1580, as amended Stats.
1559, 0. 391, p. 2319, § 4.)

§ 1585. Title insurance companies; trust department

Any corporation doing a departmental business as a title insurance
company and as a trust company shall, as to its trust department, be
subject to the requirements and have the benefit of the following provi-
sions:

(a) Tt shall be subject to supervision and examination by the su-
perintendent. The charges for such supervision and examination shall
be determined in accordance with Section 270 of this code.

{b) It shall make all reports required by the superintendent of
trust companies under this division.

(¢) It shall be subject to and have the benefit of all provisions and
requirements of this division and of all rules and regulations of the su-
perintendent apphcable to trust companies. {Stats. 1951, ¢. 364, p. 910,
§ 1585.)

=7=



§ 1700. Definitions
In this chapter, unless the context otherwise requires:
{a) “Agency” means a depositary agency or a nondepositary agency.

u{?}) “Branch office” means a limited branch office, a retail branch office, or & wholesale branch
ice.

_ (¢} “Business in this state,” when used with respect to a foreign (other nation} bank which is
licensed to maintain one or more agencies or branch offices, includes (without limitation) the
aggregate business of all such offices.

(d) “Controlling person,” when used with respect to a foreign bank, means any person who, directly
or indirectly, controls such bank. For purposes of this subdivision, “control” has the meaning set forth
‘lr::‘;ubdmsion (b) of Section 700, and “person” has the meaning set forth in subdivision (d} of Section

{e) “Depositary agency,” when used with respect to a foreign bank, means a place in this state at
which such foreign bank transacts commercial banking business but at which it does not transact the

business of receiving deposits except as permitted under paragraph (2) of subdivision {a) of Section
1755. _

(f} “Executive officer,” when nsed with respect to a foreign bank or a controlling person of a
foreign bank, means the chief executive officer, the chief operating officer, the chief financial officer,
and any other person whe participates or has autherity to participate in major policy-making functions
of such bank or controlling person. “Executive officer,” when used with respect to a foreign (other
nation} bank, includes the head of the international division (or, if there is no such division, the closest
equivalent division ar unit) of such bank.

(g) “Federal agency” has the meaning set forth in Section 1(b) of the International Banking Act of
19781

{(h) “Federal branch” has the meaning set forth in Section 1(b) of the International Banking Act of
1978, :

{i) “Foreign bank” means a foreign {other nation) bank or & foreign (other state) bank.

(j} “Foreign nation” means any nation other than the United States, including {without limitation)
any subdivision, territory, trust territory, dependency, or possession of any such nation. Also, “foreign
nation” includes Puerto Rieo, Guam, American Samos, the Virgin Islands, and any territory, trust
territory, dependency, or insular posseasion of the United States.

(k) “Foreign (other nation) bank” means any bank (including, without lmitation, any commercial
bank, merchant bank, or other institution that engages in banking activities which &re usual in
connection with the business of banking in the nations where such institution is organized or
operating) other than (1) a bank which is organized under the laws of a state of the United States or
{2) a national bank which maintsains its head office in a state of the United States.

(1) “Foreign {other state) bank™ means a bank which is organized under the laws of any state of the
United States other than this state or a nationa] bank which maintains its head office in any state of
the United States other than this state. .

(m}(1) “License” means a license issued under this chapter, authorizing a foreign bank to maintain
an ofifice. : :

{2) To be "licensed” means to be issued or to hold a lcense.

(3} To be “licensed to transact business in this state,” when used with respect to a foreign (other
nation) bank, means that such bank is licensed to maintain an agency or branch office.

(n) “Limited branch office,” when used with respect 1o a foreign bank, means a place in this state
&t which such bank transacts commercial banking business but at which it does not transact the
businesa of receiving deposits except as permitted under paragraph (3) of subdivision (a) of Section
1755,

(0) “Nondepositary agency,” when used with respect to a foreign bank, means a place in this state
at which such bank transacts commercial banking business, except the business of receiving deposits.

(p) “Office,” when used with respect to a foreign bank, means any agency, branch office, or
representative office of such bank.

{q) “Primary office,” when used with respect to a foreign (other nation) bank which is ficensed to
meintain a single agency or branch office, means such agency or branch office and, when used with
respect to a foreign (other nation) bank which is licensed to maintain twe or more agencies or branch
offices, means that one of such offices which such bank has designated as its primary office in
accordance with Section 1714. o



{r) “Representative office,” when used with respect to a foreign bank, means an office in this state
at which such bank engages in representational functiona but at which it does not transact commergial’
banking business. .

{8) “Retail branch office,” when used with respect to a foreign bank, means a place in this state at:
which such bank transacts commercial banking business, including {without limitation) the business of 1
receiving deposits. ) .

(t) “State of the United States” means any state of the United States or the District of Columbia

. [u) “Wholesale branch office,” when used with respect to a foreign bark, means a place in this state
at which such bank transacts commercial banking business but at which it does zot transact the

- business of receiving deposits except as permitted under paragraph (4) of subdivision (a) of Section-
- 1755, _

(Added by Stats.1981, . 67, p. 125, § 4, urgency, eff. June 16, 1981)

§ 1701 Offices; division into classes

For purposes of this chapter, offices of foreign banks are divided into classes and ranked in
ascending order, as follows: . .

(a) Representative office.

{b) Nondepositary agency.

{c) Depositary agency.

{d} Limited branch cffice.

{e) Wholesale branch office.

{f) Retail branch office.
{Added by Stats.1981, c. 67, p. 125, § 4, urgency, eff. June 16, 1981.)

§ 1750. Foreign (other state) banks; prohibition against transaction of business in this stete:
necessity of licensure of foreign {other nation} banks

- (a)}{1) No foreign (other state) bank shail transact business in this state.

{2) No foreign (other nation} bank shall transact business in this stete exeept at an agéncy or
branch oifice which it is licensed to mainiain and at which it is permitted by this chapter to transact
such business.

(b) Subdivision {a) shall not be deemed to prohibit:

{1) Any foreign (other nation) bank which maintains a federal agency or federal branch in this state
from transacting at such federal agency or federal branch such business as it may be authorized to .
transact under spplicable federal laws and regulations; ’ ' i

(2) Any foreign bank from carrying on the activities described in subdivision (d) of Section 191 of
the Corporations Code; -

(3) Any foreign bank which does not maintain an agency or branch office from making in this state
loans secured by liens on rea! property located in this siate; or ‘

(4) Any foreign bank which does rot maintain an agency or branch office from transacting trust
-busineas as permitted under Section 1503, :

() For purposes of subdivision {s), no foreign bank shell be deemed to be transacting business i
this state merely because a majority-cwned subsidiary transacts business in this state.
(Added by Stats 1981, c. 67, p. 133, § 4, urgency, eff. June 16, 1981}

-~ L

§ 1755. Foreign (other pation) bank; transaction of commercial banking; conditions; trust ‘
(a) A foreign (other mation) bank which is licensed to maintain an agency or branch office may :
transact commercial banking business at such office, subject to the following: e
{1) In case the office is a nondepositary agency, the bank shall not transact the business of ..
secepting deposits, _



(2) In case the office is a depositary agency, the bank shall not transact the business of accepting
any deposits other than deposits of (A} a foreign nation, (B) an agency or instrumentality of a foreign
nation, or (C} a person which resides, is domiciled, and maintains its principal place of business in a
foreign nation. For purposes of this paragraph “person” means any individual, proprietorship, joint
venture, partnership, trust, business trust, syndicate, association, joint stock company, eorporation, or
any other organization or any branch or division thereof.

(2) In case the office is a limited branch office, the bank shall not transact the business of accepting
any deposits other than (A) deposits of the kind described in paragraph (2), or {B) deposits which the
bank is permitted to accept pursuant to the agreement or undertaking that it enters into with the
Board of Governors of the Federal Reserve System in accordance with Section 5a){2) (B} of the
International Banking Act of 1978.1

{4) In case the office is a wholesale branch office, the bank shall not transact the business of
accepting any deposits other than {A) deposits of the kind described in paragraph (2), (B) deposits of
one hundred thousand dollars ($106,000) or more, or (C) deposita the acceptance of which the
superintendent determines by regulation or order do not constitute engaging in domestic retail deposit
activities requiring deposit insurance protection. .

(5} In case the office i3 an agency, limited branch offiee, or wholesale branch office, the bank may,
subject to-such regulations as the superintendent may prescribe, maintain credit balances.

(6) In any case, the bank shall not transact any business whick it is not authorized to transact or is

_ prohibited from transacting under the laws of its domicile or which commercial banks organized under
the laws of this state are not authorized to transact or are prohibited from transacting.

{b} No foreign (other nation) bank which is licensed to maintzin an agency or branch office shall
transact any trust business at such office except as permitted under Section 1503. -

(Added by Stats.1981, c. &7, p. 135, § 4, urgency, eff. June 16, 1981.)

Probate Code

§ 480. Capacity to act as executor, administrator, guardian or conservator of estate, trustee;
incapacity as guardian or conservator of ward or conservatee

A corporation or association authorized to conduct the business of a trust company in this State may
be appointed {o act as an executor, administrator, guardian or conservator of an estate, or trustee, in
like manner as an individual; but it shall not be appointed guardian or conservator of the person of a
ward or conservatee.

(Amended by Stats.1959, c. 391, p. 2319, § 1)

§ 481. Bond; HLability on security deposited with state treasurer; qualiﬁcaﬁon; Voaﬂ:: affidavits

A corporation or association receiving an appointment under the previous section shall not be

required to give any bond or security, but the provisions of * * * Article 3 {commencing with Section
ivisi i j i shall govern with respect to

its liability and the making of oaths and affidavits.
(Amended by Stats.1963, c. 276, p. 1034, § 1)
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Memorandum 84-27
EXHIRIT 2

Selected State Statutes on Foreign
Corporate Trustees

FLORIDA
Fla. Stat. Ann. § 660.41 {West Supp. 1984):

#60.41. . Corporations, certain fiduciary funetions prohlblted

All corporations, except banks or associations and trust oumpames mcorpurated under
the laws of this state and having trust powers and except national banking associations or
federal associations located in this state and having trust powers, are prohibited from
exercising any of the powers or duties and from actmg in any of the capamties w1th1n thls
state, as follows:

(1} As persona! repreaentatwe of the estate of any decedent, whether such decedent

was a resident of this state or not, and whether the.administration of the estate of such

decedent is original or ancillary; however, if the personal reprezentative of the estate of
norresident decedent is a corporation duly authorized, qualified, and acting .as such
personal representative in the jurisdiction of the domicile of the decedent, it may.-as.a
foreign personal representative perform such duties and exercise such powers and
privileges as are required, authorized, or permitted by s. 734.10L. —~ . a4

(2) As guardian of any infant, insane person, or physmal]y or mentally mcompetent
person, whether domiciled in thxs state or not: -

(3) As trustee under any will or other testamentary instrument, except that any
corporation that is authorized to act as trustee under the laws of the place where it has its
principal place of business may receive bequests as trustee of money or intangible
personal property and devises of real property located in this state and may sell, transfer,
and convey the property.

{4) As trustee of any real estate in this state or any interest therein under any
agreement whereby the beneficial interest in such property is vested in others.

(5) As trustee under any deed of trust or other instrument executed after June 10,
1937, conveying or encumbering any real or tangible personal property in this state given
to secure bonds or other evidence of indebtedness unless in such deed of trust or other
instrument 2 trust eompany or bank having trust powers and located in this state or an
individual residing in this state shall be named as cotrustee. No suit shall be brought to
foreclose any such deed of trust or cther instrument unless such cotrustee Or SuCcessor
eotrustees of like qualifications be a party plaintiff. =~ - : SR

(6} As recewer or trustee under appomtment of any court in this state. _ '{.' "

(7) As assignee, receiver, or trustee of any insolvent persnn or corporation or under any
assignment for the benefit of creditors. o

- (8} As fiseal agent, transfer agent, or reglstrar of any mumclpal or private oorporatwm
except that this prohibition shall not be so construed as to prevent banks, associations;
and trust companies not located in this state from acting within the state where located asi
fiscal agent, transfer agent, or registrar of municipal or private corporations of this state:
Nothing herein shall prevent any Florida corporation not a bank, association, or trust
company and not having trust.powers from being its own fiscal agent, transfer agent, or;
registrar concerning its own affairs, stock, or securities. Nothing herein shall preveni
any Florida corporation registered as a transfer agent with the Federal Deposit Insurance!
Corporation, the Comptroller of the Currency, the Board of Governors of the Federal
Reserve System, or the Securities and Exchange Commission from acting as a transfer,
agent for any other private corporation. Nathing in this section or in any other law of
this state shall be construed to prohibit a foreign bank, foreign association, or furelg'n.
trust company as trustee of any charitable foundation or endowment, employees’ pension,,
retirement or profit-sharing trust, alone or together with a cotrustee, from: Contracting;
in this state or elsewhere, with any person to acquire from such person a part or the

-1~
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entire interest in a loan which such person purposes to make, has heretofore made, or:
hereafter makes, together with a like interest in any security instrument covering real or
persona! property in the state proposed to be given or hereafter or heretofore given to®
such person to secure or evidence such loan; servicing directly or entering into servicing
contracts with persons, and enforcing in this state the obligations heretofore or hereafter
acquired by it in-the transaction of business outside this state or in the transaction of any
business authorized or permitted hereby; or acquiring, holding, leasing, mortgaging,
contracting with respect to, or otherwise protecting, managing, or conveying property in
this state which has heretofore or may hereafter be assigned, transferred, mortgaged, or.
conveyed to it as security for, or in whole or in part in satisfaction of, a loan or loans.
made by it or obligations acquired by it in the transaction of any business authorized or:
permitted hereby. However, no such foreign bank, foreign association, or foreign trust
company shall be deemed to be transacting business in this state, shall be required to'
“qualify so to do, or shall be deemed to be unlawfully exercising powers or duties, acting in.
an unlawful or prohibited capacity, or violating any of the provisions of this section or of,
any other law of this state solely by reason of the performance of any of the acts orf
business hereinbefore permitted or authorized hereby; further, nothing herein shall be!
construed as authorizing or permitting any foreign bank, association, or trust company tof
maintain an office within this state. R .
Renumbered and amended by Laws 1980, c. 80-260, & 139, eff. July 1, 1980; Laws 1981, c. 81-250;
§ 1, eff. July 1, 198L; Laws 1981, c. 81-259, § 462, off. Aug. 4, 1981, - - oy

Fla. Stat, Ann. § 737.105 (West Supp. 1984):

737.105. Qualification of foreign trustee

Unless" otherwise doing business in this state, local quaiification by a foreign trustee is
not required in order for the trustee to receive distribution from a local estate. Nothing
in this chapter shall affect the provisions of s. 660.41. _ S .

Amended by Laws 1980, ¢. 80-260, § 150, eff. July 1, 1980,

KANSAS

Kan. Stat. Ann, § 59-1701 (1983):

59-1701. Corporate fiduciaries. {(a) N
bank or other corporation shall be ap-
pointed or authorized directly or indirettly
to act as a fiduciary in this state, exgept:

{l) A bank or other corporation/orga-
nized under the laws of, and haying its
principal place of business in, this state;

{2} a national bank located in this state;

(3) a bank or other corporation orga-

nized under the laws of, and having its
principal place of business in, another state
which permits a bank or other corporation
which is similarly organized in this state to
act in a like fiduciary capacity in the other
state under similar conditions;

{4) a national bank located in another
state which permits a national bank located
in this state to act in a like fiduciary capacity”
in the other state under similar conditions:

. or



{(3) as provided in K.S.A. 59-1707 and’
58-1708 and amendments thereto.

{b} No officer, emplaoyee or agent of a
bank or corporation which is not authorized
to act as a fiduciary in this state shall be
permitted to act as a iduciary, whether such
officer, employee or agent is a resident or a
nonresident of this state, when in fact such
officer, employee or agent is acting as a
fiduciary on behalf of such bank or corpora-
tion.

{c}) No bank or other corporation shall be
appointed guardian of the person of a ward.,

History: L. 1939, ch. 180, § 131; L. 1967,
'ch. 314, ﬁ_il‘l; L. 1981, ch. 226, § 1; April 3.

~Kan. Stat. Ann, §§ 59-1706 to 59-1709 (1983):

59-1706. Nonresident fiduciary; ap-
peintment of agent required. Every nonres-
ident appointed a fiduciary in this state
shall, before entering upen the duties of the
trust, appoint in writing an agent residing in
the county where the appointment is made,
and shall by such writing consent that the:
service of any notice or process when made
upon said agent shall have the same force
and effect as if made upon the fiduciary
personally within said county and state.
Such writing shall state the correct address
of such agent and shall be filed in the dis-
trict court where such appointment is made.
Service of notice or process upon such agent
shall have the same force and effect as per-
sonal service upon the fiduciary.

History: L. 1939, ch. 180, § 136; L. 1976,

ch. 242, § 24; Jan. 10, 1977,

59.1707. Powers of nonresident fidu-
ciaries. Upon the filing for record in the
district court of the proper county of an
authenticated copy of his or her letters or
other record of his or her authority and a
certificate that the same are still in force, a
fiduciary appointed by a court of competent
jurisdiction in another state or country may
assign, extend, release, satisfy, or foreclose
any mortgage, judgment, or lien, or collect
any debts secured thereby belonging to the
‘estate represented by such fiduciary. The
sale, lease, or mortgage of any real estate
acquired on execution or judicial sale by a
foreign representative shall be made pursu-
ant to article 23 of this chapter.

History: L. 1939, ch. 180, § 137; L. 1976,
ch. 242, § 25; Jan. 10, 1977.



59-1708. Nonresident fiduciary may
sue and be sued. A fiduciary duly appointed
in any other state or country may sue or be
sued in any court in this state, in his or her
capacity of fiduciary, in like manner and
under like restrictions as a nonresident may
sue or be sued.

History: L. 1939, ch. 180, § 138; July 1.

59-1709. Accounting on resignation. A
fiduciary may resign his or her trust at any
time, but the fiduciary’s resignation shall
not be effective until the court shall have
examined and allowed his or her final ac-
count and shall have made an order accept-
ing such resignation.

History: L. 1939, ch. 180, § 139; July 1.,

MINNESOTA

Min. Stat. Ann. § 303.25 (West Supp. 1984):

303.25. Foreign trust associatiops, powers B

Subdivision 1. Appointments. Any foreign trust association may accept appoint-
-ment and act as executor of the will or administrator of the estate of any decedent . who -

was a resident of this state at the time of his death, as trustee of any trust created by a
resident of this state by will or otherwise, and as guardian or conservator of the Persot or:
estate, or both, of any resident of this state if barking or trust associations or corpora-
tions organized under the laws of this state or national banking associations maintaining
their principal offices in this state are permitted to act as executors, administrators,
trustees, guardians, or conservators in the state in which the foreign trust association
maintains its principal office. Any foreign trust association may accept appointment and
act as executor of the will or administrator of the estate of a decedent, who was a
resident of the state in which the foreign trust association maintains its principal office at
the time of his death, in ancillary probate proceedings in this state, as trustee of any trust
created by the decedent by will or otherwise of property situated in this state, and as
guardian or conservator in ancillary proceedings in this state with respect to the property
of a resident of the other state if banking or trust associations or corporations organized.
under the laws of this state and national banking associations maintaining their principal
offices in this state are permitted to act as executors, administrators, trustees, grardians,
or conservators in the state in which the foreign trust association maintains its principal
office. T S e - -

Subd. 2. . Designation of attorney for service of process. Before aceepting appoint-
ment or acting as executor, administrator, trustee, guardian, or conservator, a foreign
trust association shall appoint the secretary of state, his successor or successors i office,
its true aad lawful attorney upon whom may be served all legal process in any action or
proceeding against it, or in which it may be a party, in relation to or involving any acts or
defaults by it as executor, administrator, trustee, guardian, or conservator. This appoint-
ment is irrevocable. Service upon the attorney is as valid and binding as if due personal
service had been made upon the foreign trust association.
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Subd. 3. Bond must be filed. Before aceepting appointment or acting as executor,

administrator, trustee, guardian, or conservator, every foreign trust assoeciation shall file
a bond with a court of competent jurisdiction in an amount as the court directs, with
sufficient sureties, conditioned upon the faithful discharge of its duties as executor,
administrator, trustee, guardian, or conservator, or, in lieu of the boud, shall deposit
securities with the state treasurer in the same manner and in the same amount as would
be required under section 48.67, of a trust company organized under the laws of this

state. This deposit shall be maintained until the foreign trust association shall cease to

act as an execator, administrator, trustee, guardian, or conservator under this section.
However, except as otherwise ordered by a court of competent jurisdiction, the reguire-
ments of this subdivision do not apply to a trustee with respect to a trust created

otherwise than by will if the trust instrument requests or directs that a bond need not be .

required of the trustee. -

Subd. 4.. Rights and duties. Any foreign trust association acting as executor, admin-
istrator, trustee, guardian, or conservator has.the rights, authority, and duties that a
patural person resident in.this state duly acting as executor, administrator, trustee,
guardian, or conservator has under the laws of this state, C e e e

Subd. 5. Solicitation of business. A foreign trust association may not maintain an
office within this state, but it may solicit business within this state if banking or trust:
associations or corporations organized under the laws of this state or national banking
associations maintaining their principal offices in this state may solicit business in the
state in which the foreign trust association maintains its principal office.

Subd. 6. Service of process. Service of process under this section may be made by
delivering a copy to the secretary of state personally or by filing the same in his office,
accompanied by one additional copy for each person so served, and by the mailing by the
secretary of state of a copy by certified mail, not later than the business day following
the day of the service, to each person so served at the address of each person as shown by
the records in the office of the secretary of state. : L e

Amenied by Laws 1978, ¢. 674, § 60; Laws 1981, c. 162, § 4, eff. May 12, 1981.

NEW YORK

N.Y. Banking Law § 131 (McKinney 1971 & Supp. 1983):

§ 131. Prohibitions against encroachments upon certain powers of
banks and trust companies

1. No person unauthorized by law shall subscribe to or become a mem-
ber of, or be in any way interested in any assoeiation, institution or
company formed or to be formed for the purpose of issning notes or other
evidences of debt to be loaned or put in circulation as money; nor shall
any such person subscribe to or become in any way interested_m any bank
or trust company or fund created or to be ereated for the like purposes
or either of them. No corporation, domestic or foreign, other than a
national bank or a federal reserve bank, unless expressly authorized by
the laws of this state, shall employ any part of its praperty, or be in
any way interested in any fund which shall be employed for the purpose
of receiving deposits, making discounts, receiving for transmissien or
transmitting money in any manner whatsoever, or issning notes or other
evidences of debt to be loaned or put inte cireulation as money, exeept
that a small business investment company as defined in and operating
pursuant to the provisions of an act of congress entitled “Small Busi-
ness Investment Aet of 1958,” 1 may act as depository or fiseal agent of
the United States when so designated by the seeretary of the treasury
withont violating the provisions of this section, except that 2 corpora-
tion duly licensed by the superintendent under artiele thirteen-A of
this chapter or therein expressly exeepted from the application of said
article may engage in the business of selling or issuing checks or the
business of receiving money for transmission or transmitting the same
and except that services of an agent or representative may be pexformed
in econnection with the obligations of issuers inecluding, w1tho'ut limita-
tion, those mentioned in section six hundred seventy of this chapter
where each such marketable obligation has a face value of not less than
one hundred thousand doliars. No corporation, domestic or foreign,

-5-
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other than a corporation formed under or subjeet to this chapter or the
banking lews of the United States except an express company having con-
tracts with railroad companies for the operation of an express service
upon the lines of such railroad companies, or a transatlantic steamship
company, or & telegraph company, or & corporation incorporated prior to
the year eighteen hundred and fifty, to promote the welfare of immi-
grants, shall possess the power of receiving money for transmission or
of transmitting the same, by draft, traveler's check, money order er
otherwise, The discounting of bills, netes or evidences of debt by a
corporation organized solely for the purpose of enabling producers of
farm, dairy, horticnltural or other sgriculiural products or cooperative
eorporations of such producers ta avail themselves of the provisions of
an act of congress approved March fourth, nineteen hundred and twenty-
three, known as the agricultural credits aet of nineteen hundred and
twenty-three, same being subehapter three of chapter seven of title
twelve of the eode of lews of the United States as adopted by congress
Janvary third, nineteen hundred thirty-five,® and amendments thereto,
where such discomnting is solely in connection with the rediscount of
such bills, notes or evidences of debt under the provisions of said act
of congress shall not be deemed or construed to be a form of banking,
nor shall the making of such discounts be deemed to violate any provi-
sions of law pertaining to banking. Except as otherwise provided
in artiele twelve-D of this chapter, engaging in the business of loan-
ing money in this state on bonds, notes or other evidences of indebt-
edness, secured by deeds of trust or mortgages npon real property or
personal property situated in, upon or appurtenant thereto, and/or pur-
chasing of or otherwise acquiving existing bends, notes or other evi-
dences of indebtedness, deeds of trust or mortgages of or upon such
properties, or any interest therein, and the holding of the same, or the
endorsing, selling, assigning, transferring or disposing of the same to
another ecorporaiion, by & domestie business corporation, or by a foreign
corporation which is authorized to transact business in this state,
shall not be deemed or coustrued to violate any of the provisions of
this chapter. The purchase or other nequisition on original issue or
subsequent transfer for less than the principal amount thereof or other-
" wise at & diseount of any evidences of indebtedness or other chligations
for the payment of money shall not by reason of such discount be or be
deemed to be & violation of the provisions of this section,

2. No person, association of persons or corporation, unless
 expressly authorized by law, shall keep any office for the pur-
pose of issuing any evidences of debt, to be loaned or put in cir-
culation as money; nor shall they issue any bills or promissory
notes or other evidences of deht for the purpose of loaning them
or putting them in eirculation as money, unless theveto specially
authorized by law.

3. Except as otherwise provided in article five of this
chapter,® no corporation other than a trust company shall have
or exercise in this state the power of receiving deposits of mon-
ey, securities or other personal property from any person or cor-
poration in trust, or have or exercise in this state any of the
powers specified in section one hundred of this article, or have or
maintain an office in this state for the transaction of, or trans-
act, directly or indirectly, any such or similar business, except

that 3 federal reserve bank may exercise the powers conferred
- by subdivision one of such section if authorized so to do by the
laws of the United States and any domestic corporation legally
exercising any of the powers conferrved by such subdivision at
the time this act takes effect may continue to exercise such pow-
ers, and a foreign banking corporation or trust company incor-
porated under the laws of another state, which by the law of the
state of its incorporation may act as trusiee, guardian, executor,
administrator, or in any other fiduciary capacity under any last
will and testament or ecodicil thereto or other testamentary writ-
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ing or under any deed of trust inter vivos or other wriften in-
strument establishing a trust, or by the appoiniment of any
court of said state, may act in this state in any such fiduciary ca-
pacity, provided similar domestic corporations which have the
power under the law of this state to act herein in any such fidu-
ciary capacity, are permitted to act in like fiduciary capacity in
the state where such foreign corporation has its domicile, pro-
vided that if such foreign corporation propeses to act in any fi-
duciary capacity in this state and to do so is required to file its
qualification in the surrogate's court of this state, it shall file in .
the office of the clerk of the surrogate’s eourt of the county in
which application for such appointment is pending (a} a duly ex-
ecuted instrument in writing, by its terms of indefinite duration
and irrevocable, appointing such clerk and his suecessors its true
and lawful attorney, upon whom all process in any action or pro-
ceeding against such fiduciary, affecting or relating to the es-
tate, trust or fund represented or held by such fiduciary or the
acts or defaults of such corporation in reference to such estate,
trust or fund may be served with the same force and effect asif it
were a domestic corporation and had been lawfully served with
process within the state, and (b) a copy of its charter certified
by its secretary under its corporate seal, together with the post
office address of its principal office; provided further that if
such foreign corporation proposes to act in any other fiduciary
capacity in the state, it shall file in the office of the superintend-
ent (a) a duly executed instrument in writing, by its terms of in-
definite duration and irrevocable, appointing the superintendent
and his successors its true and lawful attorney, upon whom all
process in any action or proceeding against such fiduciary af-
fecting or relating to the estate, trust or fund held or represent-
ed by such fiduciary or the acts or defaults of such corporation
in reference to such estate, trust or fund may be served with the
same force and effect as if it were a domestic corporation and
had been lawfully served with process within the state, (b} a writ-
ten certificate of designation, which may be changed from time
to time thereafter by the filing of a new certificate of designa-
tion, specifying the name and address of the officer, agent, or -
other person to whom such process shall be forwarded by the su-
perintendent, and {c) a copy of its charter certified by its secre-
tary under its corporate seal, together with the post office ad-
dress of its principal office.

4. Except as otherwise provided in article five of this chapler,
ne foreign corpoxation, having authority fo act in this state as trustee,
guerdian, executor, administrator, or in any other fiduciary capacity
shall establish or maintain, directly or indirectly, any branch office or
egency in this state. If any such foreign corporatien violates this pro-
vision, such foreign corporation shall not thereafter be appointed or act
in any such fiduciary eapacity in this state. The validity of any mort-
gage heretofore given by a foreign corporation to a trust company doing
business within a foreizn domieile of such mortgagor to secure the pay-
ment of an issue of bonds shall not be affeeted by any of the provisions
of this section and such mortgage shall be enforceabls in accordance with
the laws of this state against property covered thereby within the state
of New York. :

5. Every person, and every corporation, direetor, agent, officer or .
member theréof, who shall viclate any provision of this section, direci- -
ly or indirectly or assent to such violation, shall forfeit one thousand

"dollars te the people of the state,
As amended L1974, c. 768, § 3; L.1978, c. 704, § 1; L.1981, <. 864, § 3.

115 G.B.C.A, § 661 et seq.

212 U.S.C.A. 8 1021 to 1120. Subject matter now coversd by 12 U.8.C.A.
§ 2071 et seq. o )
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N.Y. Banking Law § 201 (McKinney 1971 & Supp. 1983):

§ 201. Conditions to be complied with by foreign banking
corporations applying for license

Every foreign banking corporation before being licensed by the super-
intendent to transact in this state the business of buying, selling, paying
or collecting bills of exchange, or of issning letters of credit or of receiv-
ing money for transmission or transmitting the same by draft, check,
cable or otherwise, or of making loans, or receiving deposits, and before
being aunthorized by the superintendent to exercise the fidueciary powers
specified jn section two hundred one-b of this chapter, or any part of snch
business, or before maintaining in this state any ageney or branch for
carrying’ on sueh business or any part thereof, shall subscribe and
acknowledge and submit to the superintendent at his office, a separate
application certificate in duplicate for each ageney or branch which such
foreign eorporation proposes to establish in this state, which shrll spe-
cifically state: _

1. The name of such foreign banking corporation.

+ 2. The place where its business iz to be transacted in this
state; and if such business is to be conducted through an agency
in this state, the name of the agent or agents through whom such
business is to be transacted; and if such business is to be trans-
acted in this state by a branch of said foreign banking corpora-
tion, the name of the person who shall be in charge of the busi-
ness and affairs of such branch.

3. The amount of its capital actually paid in cash and the
amount subscribed for and unpaid,

4. The actual value of the assets of such corporation, which
must be at least one million dollars in excess of its lisbilities;
and a complete and detailed statement of its financial condition
as of a date within sixty days prior to the date of such applica-
tion, except that the superintendent in his discretion, may, when

necessary or expedient, accept such statement of financial condi-_

tion as of a date within one hundred twenty days prior to the
date of such application.

At the time such application certifieate is submitted to the superintend-
ent, such corporation shall also submit a duly exemplified or otherwise
suthenticated copy of its charter and a verified or otherwise authenti-
cated copy of its by-laws, or an equivalent thersof satisfactory to the
superintendent, and pay an investigation fee to he collected hy the super-
intendent in the sum of two thousand dollars. If such applieation is
denied or withdrawn, the superintendent shall return to the applicant the
sum paid by the applicant as a license fee.

As amended L1977, ¢. 509, § 8.

1977 Amendment. Closing par. L. increased the investigation fes from

1577, c. 60B, § B, eff. Aug. 1, 1077, $750to $2,000.



OKLAHOMA

Okla. Stat. Ann. tit. 6, §§ 1001-1002 (West Supp. 1983):

§ 1001. Powers of trust companies i
Powers of corporate trust companies now existing or hereafter created

A, All corporate | trust compames now existing or hereafter created shall have the
following powers:

{1) To receive deposits of trust moneys; to receive upnn deposit for safekeeping
personal property of every description; 1o guarantee special deposits; and to own or
control safety vaults and rent the boxes therein.

{2} To accept and execute all such trusts and perform such duties of every-
description as may be committed to them by any person or persons whatsoever, or any
corporation, and act as assignee, receiver, trustee and depository, and to accept and
execute all such trusts and perform such duties of every description as may be

committed or transferred to them by order, judgment or decree of any of the courts
of record of this state or of any state or of the United States,

{3) To take, accept and hold by the order, judgment or decree of any court of this
stale, or of any state or territory of the United States, or by gift, grant, assignment,
transfer, devise or beguesl of any person or corporation, any real or personal property
in trust, and to execute and perform any and all such legal and lawful trusts in
regard to the same upon the terms, conditions, limitations and restrictions which may
be declared, imposed, established or agreed upon in and by such order, judgment,
decree, gift, grant, assignment, transfer, devise or bequest, and to execute as
principal or surety, and to guarantee against loss any principal or surety upon any
bond or bonds required by law to be given in any proceeding in law or equity in any
of the courts of this state or of any state or of the United States. .

(4) To act as agent or attorney-in-fact for any person or corporatmn in the
management and control of real or personal property and the sale or conveyance of
the same, and for the investment of money, and to act for and represent corporations
or persons under power and letters of attorney, and as agents for persons and

" corporations for the purpose of issuing, registering, transferring or countersigning
the certificates of stock, bonds or other evidences of debt of any corporation,
association, mumclpallty, state or pubhc authority, on such terms as may be agreed
upon. :

"(5) To accept from and execute trusts for any married persons in respect to their
separate property, whether real or personal, and act as agent for them in the
management of such property, and generally to have and exercise such powers as are

. usually had and exercised by trust companies.

(€} To act as executor under last will or at the instance of any person entitled to

any administration or guardianship of any estate, as administrator of the estate of

- any deceased person, or as guardian or curator of any infant, insane person, idiot or

habitual drunkard, or trustee for any convict in the penitentiary under the appoint-

ment. of any court of record having jurisdiction of the person or estate of such
deceased person, infant, insane person, idiot, habitual drunkard or conviet.

{7} Te guarantee the fidelity and diligent performance of their duty of persons or
corporations holding places of public or private trust, to guarantee or become surety
on any bond given by any person or corporation and to reinsure.or guaraniee any
person or corporation against loss or damage by resson of any risk assumed by
msurmg the fidelity or diligent performance of duty of any such person or corpora-
tion, or by guaranteeing or becoming surety on any bond; and o guarant.ee the

- principal or interest, or both, of any securities of any kind.

(8) To loan money upon real estate and collateral security, and execute and issue its
motes payable at a future date, and to pledge its mortgages on real estate and other
securities as security therefor, which notes may be issued to an amount not exceeding,
in the aggregate, ten times the amount paid up on the capital stock of the company
issuing the same, and shall in no case exceed the amount of the first mortgages
pledged to secure their payment,

{9} To buy and sell the bonds and warrants of this state, snd all other kinds of
government, state or municipal bonds; and to buy and selt al kinds of negot:ab]e and
nonnegotiable paper, stocks and other investment securities,



(10} To act as fiscal agent of the United States, or any state, municipality, body
politic or corporation, and in such capacity to receive and disburse money, credits,
securities and effects, )

(11} To act as trustee under trusts created by-will or by declaration of irust.
{12} To act as guardian for any number of persons. :

{13) Te transfer, register and eountersign certificates of stock, bonds, or other !
evidence of indebtedness, and to act as agent of any corporation, foreign or domestie,
for any purpose now or herealter required by statute or otherwise,

{14} To act as trustee under any morlgage or bond issued by any municipality, body
politic or corporation, and to accept and execute any other municipal or corporate
trust pot inconsistent with the taws of this state.

(15} To take, aceept and exccute any and all such Iegal. trusts, duties and powers in
regard to the holding, management and disposition of any estate, real or personal, and

the rents and profita thereof, or the sale thereof, as may be granted or confided te it
by any court of record, or by any person, corporation, municipal or other authority,
end it shall be accountable to all parties in interest for the faithful discharge of every
stich trust, duty or power which it may so accept.

{16} To be appeinted and aceept the appointment of assignee or trustee under any
essignment for the benefit of creditors of any debtor made pursuant to any statute or
otherwise.

(17} To collect coupons on or interest upon all manner of securities when authorized
so to do by the parties depositing the same,

{18) To receive and manage any sinking fund of any corporation upon such terms
as may be agreed upon between said corporations and those dealing with it.

(19) Generally to execute trusts of every deseription and eserow agreements and to
act and serve in any and all fiduciary capacities not inconsistent with the laws of this
state or of the United States. .

{26) To prepare, make and certify abstracts of title to real and personal property
and to procure and furnish information in relation thereto, where not ctherwise
inconsistent with the laws of this state; to guarantee or insure the title to real and
personal property to persons interested in such property or in mortgages thereon,
against loss, by reason of defective title or other encumbrances of or upon such
property, and to make determination of title in connection with the issuance of such
guaranties or insurance.

(21} To disconnt and negotiate promissory notes, drafts, bills of exchange and other
evidence of debt, buy and sell coin and bullion, to accept for payment at a future date
drafts drawn upon it by its customers, and to issue letters of credit, authorizing the
holders thereof to draw drafts upen it or upon its correspondents at sight or on time
not exceeding one (1} year; provided, that no trost company shall incur liabilities
under this subdivision to an amount equal at any time in the aggrepate to more than
its paid-up and unimpaired capital stock and surplus fund, except with the approval
of the Bank Commissioner under such general regulations as to amount of accept-

. ances a3 the Commissioner may prescribe. '

{22) To issue debentures, notes, or other evidences of debt in the manner in which
business corporations are authorized to do so and for amy legal application of
proceeds, but only to the extent of an amount egual to ten times its capital and
suerplus.

Amended by Laws 1975, ¢. 46, § 1, emerg. eff. March 81, 1875; Lawa 1975, c. 362, § 1,
emerg. eff. June 12 1975. o

§ 1002. Restrictions on acting in ecertain fiduciary capacities—Reciprocity

All corporations except: (a) state banks in Oklahoma having trust powers, national
banking associations located in this state and having trust powers and trust compa- -
nies incorporated under the laws of this state and having trust powers; and (b)
national banks having trust powers, and state banks and trust companies having trust
powers located in states which reciprocally allow similar Oklahoma institutions to
exercise trust and fiduciary powers therein under no greater restrictions than those :
imposed under this code on such fidueisry institutions, are prohibited from acting in
any of the following fiduciary capacities within this state:
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(1) As executor or administrator of the estate of any decedent, whether such
decedent was a resident of this state or not, and whether the administration of the
estate of such decedent be original or ancillary; provided, that if the executor or
administrator of the estate of 2 nenrasident decedent be a corporation duly authoriz-
" ed, qualified and acting as such executor or administrator in the jurisdiction of the
domietle of the decedent, it may, as a foreign executor or administrator, perform such
duties and exercise such powers and privileges as are required, authorized and
permitted by Section 1001 of this title.

{2) As guardian of any infant, insane person or person physically or mentally
incompetent whether domiciled in this state or not. h

{3} Aa trustee under any inter vives trust, will or other testamentary instrument,
provided that any corporation which is authorized to act as such trustee under the
laws of the place where it has its principal place of business may receive bequests to it
as trustee of money or intangible personal property.

. (4) As trustee of any real estate in this state or any interest therein under any
agreement whereby the beneficial interest in such property is vested in others.

(8) As receiver or trustee under appointment of any court in this state,

(6) As assigmee, receiver or trustee of any insolvent person or corporation or under
any assignment for the benefit of creditors.

(7) As fiscal agent, transfer agent or registrar of uny municipal or private
corporation; provided, however, that nothing herein shall prevent any Oklahoma
corporation not a hank or trust company and not having trust powers from being its
own fiscal agent, transfer agent or registrar concerning its own affairs, stock or
securities; and, provided, further, that nothing herein shall be construed as authoriz-
ing or permitting any foreign bank or trust company to maintain an office within thia
state.

Amended by Laws 1967, c. 258, § B, emerg. eff. May 8, 1967; Laws 1968, ¢. 15, § 1,
._Vo_amerg._eff. Feb, 19, 1968; Laws 1969, c. 257, § 1, emerg. eff. April 24, 1989

PENNSYLVANTA

Pa, Stat, Ann, tit. 7, § 106 (Purdon 1967 & Supp. 1983):

§ 108. Corporations authorized to act as tiduciary

(a) Restriction of domestic corporations—No corporetion existing un-
der the laws of this Commonwealth may lawfully act as fiduciary ex-
cept: : . o

" (1) a bank and trust company, a trust company and, to the extent
provided in this act, a savings bank,

(i) a non-profit corporation, ’ -

(31} an incorporated Imstitutlon or other corporatlon, to the ex-.
tent that it executes a trust for its own use, or for the benefit of its
" own employes or for a purpose in connection with Its business,

.(1¥) a corporation tc the extent it engages in Hquidating and

winding-up the business and affalrs of another corporation, other
than an Incorporated institution, for the benefit of !he ¢creditors and
shareholders of auch other corporation, md ) e
(¥) an asascclation to the extent it acts as a trustee, as authorized
by the aect of December 14, 1967 (P.L. 746, No. 346}, known as
the “Savings Association Code of 1967,1”" under a trust plan or in-
_strument which satisties the requlrements of the Self-employed In-
dividuals Tax Retirement Act.2 | . .
As amended 1980, May 21, P.L. 173, No. 51, § 2, lmd. effective.

(b) Foreign fiduclarles—No corporation existing under the laws of a
atzte other than thls Commonwezlth or natlonal bank located In another
state may zet in this Commonwealth as flduclary unless:

(1) ‘it shall be sppointed fiduelary by will or other testamentary
writlng, by a deed of trust or by & court or register of wille of this
Commonwealth or it shall be designated as flduciary by the benefi-
claries or by one or more cther flduclzarles of the estate or trust
pursuant to the terms of the instrument, or
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(1) it shan be the successor by merger or consclidation to a cor-
‘boratlon lawfully acting as fiduciary in this Commonwealth at the -
time of such merger or consolidation

and unless the laws of such other state confer like powers on corpora-
tlons existing under the laws of this Commonwealth. No corporation of
another state or natlonal bazk located ir another stete authorized to act
as flduclary pursuant to thls subsection (b} shall be authorized to estab-
lsh a place of business in this Commonwealth.

_ (c) National banks--A national bank located in this Common-
wealth which has authority under the laws of the United States to
act as fiduciary may act as fiduciary in this Commonwealth,

{d} Penalties—A viclation of subsection (a) or subsection .(b) of
this section shall be subject to the penalty provisions of t.hls act.
1965, Nov. 30, P.L. —, No. 356, § 106,

1 Section 5001 et zeqa. of Title 16, :
2 Generally dispersed throughout 26 U.8.CA.

Comment— Banking Law Commission -

Comment )

Subsection (a) (iii) deletes the requirement of the prior Code
that an institution or other corporation acting as trustee do so pur-
suant to appointment by a court or testator and expands the excep-
tion to cover not only trusts for the benefit of the corporation but
also trusts for the benefit of its own employes or for a purpose in
connection with its business, These changes are intended to clarify .
the right of corporations to act as trustees of their own pension
and profit-sharing trusts and similar trusts,

Subsection (a) (v} recognizes an addition made to the Building-
and Loan Code [Title 15, Corporations] in 1964 which was not at.
that time accompanied by a corresponding exception to the general
prohibition in the prior Banking Code of the conduct of fiduciary
business by corporations. An association is authorized by the-
Building and Loan Code [Title 15, Corporations] to act as a trustee,,
in aécordance with the requirements of the Self-employed Individ--
uals Tax Retirement Act, of funds which may be invested only in.
insured shares of the association,

Subsection (b) continues the reciprocity requirement of the-
prior Code with respect to out-of-state corporations acting in a fi--
duciary capacity in this Commonwealth and extends the require-
ment to make it applicable to national banks located outside this.
Commonwealth,

In subsection (b} (i) an out-of-state corporation is authorized to
act as fiduciary if it is designated pursuant to the terms of the
trust by the beneficiaries or one or more other trustees. This is.
intended to change the result under the prior Code in In re Frank's.
Trust, 162 A.2d 680, 400 Pa. 614, 82 A L.R.2d 937, 1960, which held.
that a foreign corporate fiduciary, appointed by individual trus--

tees pursuant to the terms of a trust deed, was not authorized to
act as fiduciary in this Commonwealth,

This section 106 restricts the exersise of fiduciary powers by cor-
porations to those authorized by the section, However, those cor-
porations which are authorized to act in a fiduciary capacity under
this act as a bank and trust company, a trust company and, to 2
limited extent, a savings bank are given other representative pow-
ers as well as fiduclary powers under chapters 4 and 5.
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Subsection (¢) omits the requirement of section 1506(E} of the
prior Code [7 P.5, § B19—I1506{E)] that a national bank acting as
fiduciary in this Commonwealth place its trust department under
supervision of the department. That section was in conflict with,
and incffective under, former section 11{k) of the Federal Reserve
Act, 12 US.C. § 248, which has been replaced by a substantially
similar provision in 12U.5.C. § 92a(c).

Except for these changes, this section 106 restates section 1506
of the prior Code [7 P.S. § 819—1506] without change in sub-
stance.

A violation of the provisions of this section 106 is subject to the
penalty provisions of chapter 21,
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