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(c) Bonds issuedby the university and loans securedby mortgages,
their transfer and the income therefrom, (including any profits made
on the sale thereof)shall at all times be free from taxationwithin the
Commonwealthof Pennsylvania.

Section 10. Reports.—ThePresidentof the university shall each
year,not later than the first day of October, makea report of all the
activities of the university~instructional,administrativeand financial,
for the precedingscholasticand fiscal year, to the board of trustees,
who shall transmit the sameto the Governor and to the membersof
the GeneralAssembly.

Section 11. Exemption.—The act of March 15, 1899 (P. L. 8),
entitled “An act to regulate the manner in which appropriationsto
educational,penal, reformatory,charitable,benevolent,or eleemosynary
institutionsshall be paid,” shall not apply to any appropriationmadein
pursuanceof this act.

Section 12. Effective Date.—Thisact shall take effect July 1, 1965.

APPROVED—The30thday of November,A. D. 1965.

WILLIAM W. SCRANTON

No. 356

AN ACT

SB 665

An Act relating to and regulatingthe businessof bankingand the exerciseby corpora-
tions of fiduciary powers; affectingpersonsengagedin the businessof bankingand
corporationsexercisingfiduciary powersand affiliates of such persons;affecting the
shareholdersof such personsand the directors,trustees,officers, attorneysand em-
ployes of suchpersonsandof the affiliates of suchpersons;affectingnational banks
locatedin the Commonwealth;affecting personsdealing with persons engagedin
the business of banking, corporations exercising fiduciary powers and national
banks; conferring powers and imposing duties on the Banking Board, on certain
departmentsandofficers of theCommonwealthandon courts, prothonotaries,clerks
and recordersof deeds;providing penalties; and repealing certain acts and parts
of acts.
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The GeneralAssemblyof the Commonwealthof Pennsylvaniahereby
enactsas follows:

Chapter1
GeneralProvisions

Section 101. Short Title
This act shall be knowii andmay be cited as the “Banking Code

of 1965.”
Section 102. Definitions

Subject to additional definitions containedin subsequentchapters
of this act which are applicable to specific chaptersor sectionsthereof,
the following wordsand phraseswhen used in this act shall have,unless
the context clearly indicates otherwise, the meaningsgiven to them
in this section:

(a) “Affiliate”—a person which controls, is controlled by, or is
under common control with, an institution subject to the provisions
of this act.

(b) “Agreement for the paymentof money”—a monetaryoblige-
tion, otherthanan obligationin the form of an evidenceof indebtedness
or an investmentsecurity;for example, amountspayableon open book
accountsreceivableand executorycontractsand rentalspayableunder
leasesof personalproperty.

(c) “Articles”—original articles of incorporation, all amendments
thereto, articles of merger, consolidationor conversionand statements
relating to sharesfiled pursuantto section 1306 of this act (including
what havein thepastbeendesignatedby law as certificatesof incorpora-
tion or charters and including the charters of savings banks created
under special acts of the General Assembly and all amendmentsand
supplementsthereto).After an amendmentmadepursuantto this act
which restatesarticlesin their entirety, the “articles” shall not include
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any prior documentsand the certificate of amendmentissued by the
Departmentof State shall so state.

(d) “Assets”—all the property and rights of every kind of an
institution.

(e) “Attorney”—an attorney-at-lawwho is, or is a member of a
firm which is, regularly retained as counsel for an institution.

(f) “Bank”—a corporation which exists under the laws of this
Commonwealthand, as a bank under the Banking Code of 1933, was
authorizedto engage in the businessof receivingdemanddeposits on
the effective dateof this act, or which receivesauthority to engagein

such businesspursuantto this act, but which is not authorized to act
as fiduciary.

(g) “Bank and trust company”—a corporation which exists under
the laws of this Commonwealthand,as a bank and trust companyunder
the Banking Code of 1933, was authorizedto engagein the business

of receivingdemanddepositsand to act as fiduciary on the effective date
of this act, or which receivesauthority both to engagein such business
andto act as fiduciarypursuantto thisact.

(h) “Branch”—an office, agency or other place of business,other
thanthe principal place of business,of an institution for the transaction
of any businessof the institution, exceptany of the following conducted
or maintainedwith the approval of the department:

(i) a temporaryagency,
(ii) a school at which deposits are accepted by an officer,

employeor agentof the institution, or
(iii) an office usedsolely for internaloperationsof the institu-

tion to which the public is not admittedfor the conductof banking
business.
(i) “Capital”—the sum of the parvalueof thepreferredandcommon

sharesof an institution issued and outstandingbut not in an amount
greater than the amount, if any, by which:

(i) the total assetsof the institution which would properly be
shown on its balance sheet, exclusive of amountsdue on unpaid
subscriptionsfor shares,exceed

(ii) the total of the items which would properly be shown on

the liability side of its balancesheetother than such sum of the
par value of its shares.
(5) “Capital securities”—thesum of the faceamount of issued and

outstandingsecuritiesof a bank, a bank and trust companyor a trust
companyissuedpursuantto section1105 of this act.

(k) “Certificate of reliance”—astatementin writing, which:
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(i) is signedby an officer or authorizedemployeof an insti-

tution,
(ii) statesthat the institution is relying on the obligation of a

personor on securityin a transactionas to which such reliancehas

an effect on the applicationof a provision of this act,
(iii) statesthe factswhich are the basis for such reliance,and
(iv) is retainedin the institution’s files related to the transac-

tion in connectionwith which suchstatementis made.

(1) “Collateral”—personalpropertywhich securespaymentor per-
formanceof an obligation.

(m) “Department”—theDepartmentof Banking of this Common-
wealth.

(n) “Employes’ mutual bankingassociation”—amutual, non-profit
unincorporatedassociationwhich under the Banking Code of 1933 was
authorizedon the effective date of this act to acceptdepositsfrom and
makeloans to the employesand retired employes,and the families of
such employes,of a corporation incorporatedunder the laws of this
Commonwealthandof subsidiariesandaffiliates of such corporationand
which continuesto acceptdepositsfrom, and to makeloansto, only such
individuals.

(o) “Evidenceof indebtedness”—anote,draft or similar negotiable
or non-negotiableinstrument.

(p) “Fiduciary”—an executor, administrator,guardian, committee,
receiver, trustee,assigneefor the benefit of creditorsor one actingin a
similar capacity.

(q) “Incorporatedinstitution”—abank, a bankandtrustcompany,a
trust companyor a savingsbank.

(r) “Institution”—an incorporatedinstitution, a private bankor an
employes’mutual bankingassociation,exceptwherethe definition of the
word statedat the beginning of the chapter in which it is used either
gives a less-inclusivemeaningto the word or specifically includes a na-
tional bank.

(s) “Person”—anindividual, partnership,associationor corporation.
(t) “Private bank”—an individual, partnershipor unincorporated

association(other than an employes’ mutual banking association)au-
thorizedas a privatebankunder the BankingCode of 1933 to engagein
the businessof banking in this Commonwealthon the effective date of
this act and an individual, partnershipor unincorporatedassociation
which receivesauthority,pursuantto this act, to continuein the business
of bankingas a private bank.

(u) “Public body”—an agency, authority, board, commission or
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instrumentalityof the United States,or of any stateor of anypolitical
subdivision of anystate,or anysimilar authority or entity.

(v) “Resulting institution”—an institution which continuesafter a
mergeror after the conversionof a nationalbank or which is formed in
a consolidation.

(w) “Resulting national bank”—a national bank which continues
afteramergeror aftertheconversionof aninstitution or whichis formed
in a consolidation.

(x) “Savings bank”—a corporation without capital stock which
existsunderthe laws of this Commonwealthandasa savingsbank under
the Banking Code of 1933 was authorizedto engagein the businessof
receiving savings deposits on the effective date of this act or which
receivesauthority to engagein such businesspursuantto this act.

(y) “Shareholder”—aregisteredowner of sharesin an incorporated
institution.

(z) “Shares”—theunits into which the shareholders’rights to par-
ticipate in the control of an incorporatedinstitution, in its profits or in
the distributionof its assets,aredivided.

(aa) “Subordinatedsecurities”—thesum of the face amount of
issued and outstandingsecuritiesof a savings bank issuedpursuantto
section 511 of this act.

(bb) “Surplus”—the amountdesignatedon the booksof an institu-
tion as “surplus” which is all or part of the amount,if any, by which:

(i) the total assetsof the institution which would properlybe
shown on its balancesheet, exclusive of amounts due on unpaid
subscriptionsfor shares,exceed

(ii) the total of the items which would properly be shown on
the liability side of its balancesheet,otherthansuch amountdesig-
natedas surplus.
(cc) “Treasuryshares”—sharesof an incorporatedinstitution which

havebeenissued,havebeensubsequentlyacquiredby and belongto the
institution otherwisethan in a fiduciary capacityand havenot beencan-
celled. Suchsharesshallbedeemedto be “issued” but not “outstanding”
shares.

(dd) “Trust company”—a corporationwhich exists under the laws
of this Commonwealthand was authorized to act as fiduciary on the
effective dateof this act as a trust companyunder the BankingCode of
1933, or which receivesauthorityto act as fiduciarypursuantto this act,
but whichis not authorizedto engagein the businessof receivingdeposits.

(ee) “Trustee”—with respectto a savings,bank, an individual who
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is a memberof theboardof managersor boardof trusteesof the savings
bank.
Section 103. Declarationof Purposes;Standardsfor Exerciseof Power

and Discretion by Department

(a) Purposesof the act—TheGeneralAssemblydeclaresas its pur-
poses in adopting this act to provide for:

(i) the safe and sound conductof the businessof institutions
subject to this act,

(ii) the conservationof their assets,

(iii) the maintenanceof public confidencein them,

(iv) the protectionof the interestsof their depositors,creditors

and shareholdersand of the interest of the public in the soundness
and preservationof the banking system,

(v) the opportunity for institutions subjectto this act to remain
competitive with each other, with financial organizationsexisting
under other laws of this Commonwealth,and with banking and
financial organizationsexisting under the laws of other states,the
United Statesandforeign countries,

(vi) the opportunity for institutions subjectto this act to serve

effectively the convenienceandneedsof their depositors,borrowers
and other customers,to participate in and promote the economic
progressof Pennsylvaniaand the United Statesandto improve and

expandtheir servicesand facilities for thosepurposes,
(vii) the opportunity for the managementof institutions to

exercisetheir businessjudgment, subject to the provisions of this
act, in conductingthe affairs of their institutions,to the extentcom-
patible with, and subject to, the purposesrecited in the preceding
clausesof this subsection(a),

(viii) a delegationto the departmentof adequaterule-making
power and administrative discretion, subject to the provisions of
this act and to the purposesstatedin this subsection(a), in order
that the supervisionandregulation of institutionssubject to this act
may be flexible and readily responsiveto changesin economiccon-
ditions and to changesin bankingand fiduciary practices,and

(ix) simplification and modernization of the law governing

banking and governing the exerciseof fiduciary and other repre-
sentativepowersby corporations.
(b) Standardsto be observedby department—Thepurposesof this

act statedin subsection(a) of this sectionshall constitutestandardsto
be observedby the departmentin the exerciseof its discretionarypowers
underthis act, in the promulgationof rules andregulations,in the exam-
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inationandsupervisionof institutionssubjectto this act andin all matters
of constructionandapplicationof this act requiredfor any determination
or action of the department.
Section 104. Rulesof Construction

In the interpretationand constructionof this act:
(a) Use of comments—Thecomments of the Commission which

drafted this act may be consultedin the constructionand applicationof
its original provisionsbut the text of the act will control in the event
of a conflict betweentext andcomments.

(b) Referencesto statutesand regulations—Areferencein this act
to a statuteor to a regulationissuedby a governmentalagencyincludes
the statute or regulationwith all amendmentsand supplementsthereto
and any new statuteor regulationsubstitutedfor such statuteor regula-
tion, as in force at the time of applicationof the provision of this act in
which suchreferenceis made,unlessthe specific languageor the context
of the referencein this act clearly includesonly the statuteor regulation

as in force on the effective dateof this act.
(c) Referencesto public agenciesandpublic officers—A referencein

this act to a governmentalagency, department,board, commission or
otherpublic body or to a public officer includesan entity or officer which
succeedsto substantiallythe samefunctionsas thoseperformedby such
public body or officer on the effectivedate of this act, unlessthe specific
languageor the context of the referencein this act clearly includesonly
the public body or officer on the effective date of this act.

(d) Constructionof statementsof powersof institutions—A power
of aninstitution statedin this act to be subject to regulationof the de-
partmentmay be exercised,subject to the provisions of this act, in the
absenceof such regulationbut a power which is statedto be subject to

approval or permissionof the departmentmay not be exercisedin the
absenceof such written approvalor permission.

(e) Severability—Theprovisionsof this act are severableso that if

any provision or the applicationof this act in particular circumstances
shouldbe held to be invalid, such invalidity will not affect any other

provisionor applicationof this act which canbe given effect without the
invalid provision or application.

(f) Referencesto penaltyprovisions—Provisionsof this act for the
violation of which specific penaltiesare imposedunderchapter21 of this
act are indicatedby inclusion in the provisions of the phrase“subject
to the penalty provisions of this act” or its equivalent.
Section 105. PersonsAuthorized to Engagein Businessof Receiving

Depositsand Money for Transmission
(a) Restrictionof authorizedpersons—Nopersonmay lawfully en-
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gagein this Commonwealthin thebusinessof receivingmoneyfor deposit
or transmission,or lawfully establishin this Commonwealtha place of
businessfor such purpose,except a bank, a bank and trust company,a
savings bank, a private bank, an employes’mutual banking association
anda personduly authorizedby Federallaw to engagein the businessof
receiving money for depositor transmission.

(b) Exceptions—Noneof the following shall be deemedto be en-
gagedin the businessof receiving money for deposit or transmission
within the meaningof subsection(a) of this section:

(i) a club or hotel to the extentit receivesmoneyfrom members
or guestsfor temporary safekeeping,

(ii) an express,steamshipor telegraphcompanyto the extent
it receivesmoney for transmission,

(iii) an attorney-at-law,realestateagent,fiscal agentor attor-
ney-in-fact to the extent he receivesand transmitsmoney solely as
an incident of his generalbusinessor profession,or

(iv) a broker who is licensedunder the laws of this Common-
wealth to the extent he engagesin such activities solely as an inci-
dent of the conductof the brokeragebusiness.
(c) Penalties—Aviolation of subsection(a) of this sectionshall be

subject to thepenalty provisionsof this act.

Section 106. CorporationsAuthorized to Act as Fiduciary
(a) Restriction of domesticcorporations—Nocorporationexisting

under the laws of this Commonwealthmay lawfully act as fiduciary
except:

(i) a bank and trust company, a trust companyand, to the
extent provided in this act, a savingsbank,

(ii) a non-profit corporation,
(iii) an incorporatedinstitution or other corporation, to the

extent that it executesa trust for its own use, or for the benefit
of its own employesor for a purposein connectionwith its business,

(iv) a corporationto the extent it engagesin liquidating and
winding-up the businessand affairs of anothercorporation, other
than an incorporatedinstitution, for the benefitof the creditorsand
shareholdersof such othercorporation,and

(v) an associationto the extentit acts as a trustee,as authorized

by the Building and Loan Code,under a trust plan or instrument
which satisfies the requirements of the Self-employedIndividuals
Tax RetirementAct.

(b) Foreign fiduciaries—Nocorporation existingunder the laws of

a stateother thanthis Commonwealthor nationalbanklocatedin another
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state may act in this Commonwealthas fiduciary unless:

(i) it shallbe appointedfiduciary by will or other testamentary
writing, by a deedof trust or by a court or registerof wills of this
Commonwealthor it shall be designatedas fiduciary by the bene-
ficiaries or by one or moreother trusteesof a trust pursuantto the
terms of the trust, or

(ii) it shall be the successorby mergeror consolidationto a
corporation lawfully acting as fiduciary in this Commonwealthat

the time of suchmergeror consolidation
andunlessthe laws of suchotherstateconfer like powerson corporations
existing under the laws of this Commonwealth.No corporation of an-
other stateor national bank located in anotherstate authorizedto act
as fiduciary pursuantto this subsection(b) shall be authorizedto estab-
lish a place of businessin this Commonwealth.

(c) Nationalbanks—Anationalbanklocatedin this Commonwealth
whichhasauthorityunderthe lawsof the United Statesto act as fiduciary
may act as fiduciary in this Commonwealth.

(d) Penalties—Aviolation of subsection(a) or subsection(b) of
this sectionshall be subjectto the penaltyprovisions of this act.
Section 107. Accounting Rules; Accountingand BookkeepingServices

(a) Accounting basis—An institution may maintain its books of
accounton a cashor accrualbasis,asdeterminedby its boardof directors
or trusteesin the caseof anincorporatedinstitution, an employes’mutual
banking associationand a private bank which has such a boardand by
the owner or partnersin the caseof any other private bank.

(b) Entries as to assets—Aninstitution shall enteron its booksa
completeand accurateaccountof all its assets,whether the assetsare in
its nameor the namesof others,at valueswhich shall not without the
prior approvalof the department:

(i) exceedthe actualcost of the assetsto the institution, or
(ii) in the case of sharesof stock of a corporationorganized

for the purposeof conductinga title insurancebusinesswhich are

held pursuant to section 311(d)(iv), exceedthe amount at which
the assetsof such title insurancebusinesswere theretoforecarried

by the institution on its booksplus any additional amountpaid for
sharesof such corporation.
(c) Entries as to liabilities—An institution shall enteron its books

a completeand accurateaccount of its liabilities to its depositors,its
borrowings (and any assetspledged 1 therefor) and all other liabilities
and shallmaintainadditionalaccountsfor losses,overdrafts and expense
charges.

“therefore” in original.
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(d) Accountingandbookkeepingserviceagreements—Aninstitution
may not causeto be performed, by contractor otherwiseaccountingor
bookkeepingservicesfor itself, whether on or off its premises, unless
assurancessatisfactoryto the departmentare furnishedto the department
by both the institution and the personperformingsuch servicesthat the
performancethereof will be subject to regulation and examinationby
the departmentto the sameextent as if such serviceswere being per-
formedby the institution itself on its own premises.For the purposeof
this subsection(d), “services” shall meanclerical, bookkeeping,account-
ing, statistical and other functions of the type covered by the Bank

ServiceCorporationAct.

(e) Penalties—Aviolation of the provisionsof subsections(b) or (c)
of this sectionshallbe subject to the penaltyprovisionsof this act.
Section 108. Retention of Records and Admissibility of Copies in

Evidence

(a) Requirementof retention—Everyinstitution andevery national
banklocatedin this Commonwealthshall retain in suchform andmanner
that they may be readily producedupon proper demandeach record of
original or final entry, and eachdepositor withdrawal slip or ticket, for
a period of sevenyears from the date of the making of the last entry
thereon,except that couponsaccompanyingdepositsin a club account,

such as a Christmasclub or a vacationclub, neednot be so retainedfor
more than two years from the dateof closingof such account.

(b) Originals requiredand copies permitted—All recordsrequired
to be retained under subsection(a) of this section shall be retainedin
their original form except that, in lieu of theoriginals, film, photographic,
photostaticor othercopieswhich accuratelyreproduceall linesandmark-
ings on the originals maybe kept of:

(i) any ledger or other record of final entry with respect to
depositaccounts,any depositslip or ticket or anyrecordwith respect
to accountsheldin a fiduciary or otherrepresentativecapacity, and

(ii) anywithdrawal slip or ticket or other record not covered
by clause(i) of this subsection(b) at any time after two yearsfrom
the dateof the making of the last entry thereon.

(c) Admissibility of copiesin evidence—Anycopy of a record per-

mitted to be kept in lieu of the original under subsection(b) of this
section shallbe admissiblein evidencein any proceedingwith the same
effect as though it were the original.

Section 109. Advertisements

(a) Numberof publications—Everyadvertisementrequiredby this
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act shallbe published,exceptasotherwiseprovidedin this act, oncein a
newspaperof generalcirculation and once in a legal newspaper.

(b) Newspapersof general circulation—The newspaperof general
circulation for publication of advertisementsshall be one publishedin

the English language,shall satisfy the requirementsof the Newspaper
Advertising Act andshallbe:

(i) a newspaperwhich is oneof generalcirculationin the county
andis publishedin the city, boroughor township in which the prin-
cipal office of each institution requiredto publish the advertisement

is, or the principal office of such a proposedinstitution will be,
located, or if thereis none,

(ii) a newspaperof general circulation in such county, pub-
lished at thecounty seat,or if thereis none,

(ili) the newspaperof general circulation published in the
county at the place nearestsuch city, borough or township, or if
there is none,

(iv) the newspaperof generalcirculationpublishedat the place
nearestsuch city, boroughor township in an adjoining county.

(c) Legal newspapers—Thelegal newspaperfor publication of ad-
vertisementsshall satisfy the requirementsof the NewspaperAdvertising
Act and shall be onepublishedin the county in which the principal office
of each institution requiredto publish the advertisementis, or the prin-
cipal office of such a proposedinstitution will be, located.If there is no
legal newspaperpublishedin such county, the advertisementshall be
publishedin an additionalnewspaperof generalcirculation in the county

but if there are not two such newspapers,then only the advertisement
provided for undersubsection(b) of this sectionshall be required.
Section110. Notices

(a) Method—Written notice required to be given to any person

under the provisions of this act or by the articlesor by-laws of an in-
corporatedinstitution may be given to such person, eitherpersonallyor
by sending a copy thereof through the mail, or by telegram, charges
prepaid, to his addressappearing on the books of the institution, or

suppliedby him to the institution for the purposeof notice. If the notice
is sent by mail or by telegraph,it shall be deemedto havebeen given
to the personentitled theretowhen depositedin the United Statesmail
or with a telegraphoffice for transmissionto such person.If such notice
is of a meeting,it shall specify the place,day and hour of the meeting
and, in the case of a special meeting of shareholdersor trustees,the
generalnature of the businessto be transacted.

(b) Waiver—Any written notice required to be given under the
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provisions of this act or the articlesor by-laws of an incorporatedinsti-
tution neednot be given if thereis a waiver thereof in writing, signed
by the personentitled to suchnotice, whether before or after the time
when the notice would otherwisebe requiredto be given. If the notice
is of a meetingother than a specialmeetingof shareholdersor trustees,
neither the businessto be transactedat, nor the purposeof, the meeting
needbe specified in the waiver of notice.

(c) Effect of attendanceat meeting—Attendanceof a person, either
in personor by proxy, at any meetingshall constitutea waiver of notice
of suchmeeting,exceptwherea personattendsameetingfor the express

purposeof objectingto the transactionof any businessbecausethe meet-
ing wasnot lawfully calledor convened.

(d) Amendmentof resolution or plan included in notice—If the
languageof a proposedresolution or a proposedplan requiring approval
by shareholdersor trusteesis included in a written notice of a meeting
of shareholdersor trustees,the shareholders’or trustees’meetingcon-
sideringtheresolutionor planmayadoptit with such clarifying or other
amendmentsas do not enlargeits original purposewithout further notice
to shareholdersor trusteesnot presentin personor by proxy.
Section 111. EmergencyPowers

In the event of an emergencyresulting from a nuclear attack or
similar disaster,an institution may during the continuanceof such emer-
gency, without regard to any restriction or limitation of this act, take
any action to preservethe assetsof the institution and to continue or
resumeits business,including any action to obtain the benefit of, or
participatein, emergencyaction authorizedby the FederalGovernment.

Chapter 2
GeneralStatementof Powersof IncorporatedInstitutions; By-Laws

Section 201. GeneralCorporatePowers of IncorporatedInstitutions
(a) Subject to the limitations and restrictionscontainedin this act

or in its articles,an incorporatedinstitution shallhavein addition to the
powersgrantedin its articles the power:

(i) to continue as a corporation for the time specified in its
articles, subject to the power of the GeneralAssembly under the

Constitution of this Commonwealthto alter, revoke or annul its
articles,

(ii) to sue and be sued,complain and defend in its corporate

name,
(iii) to havea corporatesealwhich may be altered at pleasure

and to use the sameby causingit or a facsimile thereof to be im-
pressedor affixed or in any mannerreproduced,
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(iv) to make,alter, amendand repealby-laws, not inconsistent
with its articles or with law, for the administrationand regulation
of the affairs of the institution,

(v) to elect or appoint and remove officers and agentsof the
institution, and to define their dutiesand fix their compensation,

(vi) to haveandexerciseall of the powersand meansappropri-
ate to effect the purposeor purposesfor which the institution is
incorporated,

(vii) to makecontributionsanddonationsfor the public welfare
or for religious, charitable,scientific or educationalpurposes,

(viii) to useabbreviations,wordsor symbolsin connectionwith
the registrationof, and inscription of ownershipor entitlementon,
certificatesevidencingits stock or securitieson the records of the
institution, on stock certificates, bonds, debentures,warrants and
certificatesevidencingits securitiesand on checks,proxies, notices
~nd other instrumentsand documentsrelating to the foregoing,
which abbreviations,words and symbols,shall have the sameforce
and legal effect as though the respective words and phrasesfor
which they stand were set forth in full for the purposesof all
statutesof the Commonwealthand all other purposes,and

(ix) to purchase,take, leaseas lesseeor otherwiseacquire,to

own, holdanduseandto sell, leaseas lessor,mortgage,pledge,grant
a security interest in, convey or otherwisedispose of, any real or
personalproperty in connectionwith the exercise of any power
grantedin this act or in its articles.
(b) The powersgrantedin subsection(a) of this sectionshallnot be

construedas limiting or enlargingany grantof authority madeelsewhere
by this act, or as a limitation on the purposesfor which an institution
may be incorporated.It shall not be permissibleor necessaryto set forth
any of suchpowersin the articlesof the institution. Exceptas otherwise
providedin this act or in the articlesor in the by-laws, suchpowers shall
be exercisedby the board of directorsor board of trusteesof the insti-
tution.

Sectibn202. Additional Powersof IncorporatedInstitutions Relatedto

Conductof Business
An incorporatedinstitution shall havein addition to other powers

grantedby this act or its articles and subject to the limitations and re-
strictions containedin this act or in its articles:

(a) Agency for United States—thepower to act as agent of the
United Statesor of any instrumentalityor agency thereof for the sale
or issue of bonds,notesor other obligationsof the United States,or those
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for the paymentof which the full faith and credit of the United States
is pledged,and to pledgeits assetsfor the faithful performanceof its

dutiesas such agent;

(b) Safekeepingand safe-depositbusiness—thepowerto receivefor
safekeeping,or to rent out receptaclesor safe-depositboxes for the de-
posit of papersand otherpersonalproperty;

(c) Stock of safe-depositcompany—thepower to acquireand hold

sharesof stock of a corporation organizedand existing under the laws
of the Commonwealthsolely for the purposeof conductinga safe-deposit
business;

(d) Stock in corporationholding realty andfacilities—the power to
acquire and hold in an amount approvedby the Department,sharesof

stock of a corporationwhich owns real property which the institution
could acquireand hold in its own nameunderclauses(i), (ii) and (iii) of
subsection(e) of this sectionand sharesof stock of a corporationsolely
for thepurposeof providing dataprocessingfacilities for the institution
or for the institution and others;

(e) Ownershipof realproperty—thepowerto acquireandhold such
real property as it:

(i) occupiesor intendsto occupyfor the transactionof its busi-
nessor partly so occupiesand partly leases,

(ii) acquiresfor the purposeof providingparkingfacilities for
the use of its customers,officers and employes,or

(iii) acquiressolely or jointly with others for the purposeof
providing data processingfacilities for the institution or for the
institution and otheys

subjectto the limitation that the book value of all suchrealproperty, of
all furniture, fixtures and equipment acquired in connectionwith any
real property owned or leased by the institution, of all alterationsof
buildings on real propertyownedor leasedby the institution, and of all
sharesof stock of corporationsacquired under subsection (d) of this
sectionshall not exceedtwenty-five percentof the aggregateof surplus,
unallocatedreserves,undividedprofits and subordinatedsecuritiesin the
caseof a savingsbank,or twenty-five percentof the aggregateof capital,
surplusand capitalsecuritiesin the caseof any other institution, or such
largeramountas may beapprovedby the department,and subject to the
requirementthat estimatesof costs of any building on real property
owned or leasedby the institution shall be submittedto the department
for its approvalprior to the erection thereof;

(f) Pledgesfor borrowings—thepower to pledge assetsas security

for borrowingsauthorizedby this act;
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(g) Bonds in legal proceedings—thepower to give its bond in any
proceedingin any court in which it is a party or upon anywrit of error
or appeal in any such proceedingand to pledge assetsas security for
such bond;

(h) Property acquired for prior debt—the power to acquire and
hold, irrespectiveof any restrictionor limitation of this act, any property
or a security interest in any property as protection against loss on an
evidenceof indebtedness,on an agreementfor the paymentof moneyor
on an investment security, previously acquired lawfully and in good
faith, subject to:

(i) a determinationby amajority vote of its directorsor trustees
at least onceeachyear as to the advisability of retaining any such
propertyor securityinterest so acquired,and

(ii) dispositionwithin aperiod of twenty-four monthsafter the
date of acquisition or such longer period as the departmentmay
approve of sharesof its own stock so acquired and of sharesof
stockof a bank,bank andtrustcompany, trustcompanyor national
bankheld after suchacquisitionin excessof the limitation of section
311(d) of this act;
(i) Propertyheldprior to act—thepower to hold propertylawfully

heldon the effectivedateof this act, subjectto the inclusionof any such
property in any computationof a limitation on the acquisitionor holding
of propertyof a like characterunderthis act; and

(j) Servicing of loans—thepower to service for others,subject to
regulationby the department,realestateloans andotherloansoriginated
or formerly ownedby the institution.
Section 203. Additional Powers Related to Conduct of Businessof

IncorporatedInstitutions OtherThanTrust Companies

A bank,a bank andtrust companyand a savingsbank shallhavein
addition to otherpowersgrantedby this act or its articlesand subjectto
the limitations and restrictionscontainedin thisact or in its articles:

(a) Membershipin FederalReserveSystem—thepower to become

a member of the FederalReserveSystem, to hold sharesof stock in a
FederalReserveBank,to takeall actionsincidentto maintenanceof such
membershipand to exercise all powers,not inconsistentwith provisions
of thisact, conferredon memberbanksby the FederalReserveAct;

(b) Insuranceby F.D.I.C.—the power to becomean insuredbank

pursuantto the FederalDeposit InsuranceCorporationAct and to take
all actionsincident to maintenanceof an insuredstatusthereunder;and

(c) Insuredloans—thepowerto makeapplication for and to obtain

insuranceof loans pursuantto national housinglegislation.
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Section 204. Adoption and Contentsof By-Laws

(a) Incorporatedinstitutions other than savingsbanks—Theshare-
holdersshallhavethe powerto make,alter, amendandrepealthe by-laws
of an incorporated institution but such authority may be expresslyvested
by the articlesor the by-laws in the boardof directors(exceptas to by-
laws fixing the qualifications,classificationor terms of office of directors),
subjectto the powerof the shareholdersto changesuchaction.Unlessthe
articlesor by-laws otherwiseprovide, the powersherebyconferred shall
be exercisedby a majority vote of the membersof the boardof directors,
or by the vote of shareholdersentitled to cast at leasta majority of the
voteswhich all shareholdersareentitled to cast thereon,as the casemay
be, at any regular or specialmeetingduly convenedafter notice to the
directorsor shareholdersof that purpose.

(b) Savingsbanks—Thetrusteesshallhavethe powerto make,alter,
amendandrepeal the by-laws of a savingsbank except as otherwiseex-
presslyprovided in this act, or in the articles or by-laws of the savings

bank. Unlessthe articlesor by-lawsotherwiseprovide, the powershereby
conferred shall be exercisedby a majority vote of the trusteesat any
regular or specialmeetingof the trusteesduly convenedafter notice to

them for thatpurpose.This subsection(b) shallnot affect any other plan
for the making of by-laws containedin the articles.

(c) Scopeof by-laws—Theby-lawsof an incorporatedinstitutionmay
contain provisionsfor the regulationand managementof the affairs of
the institution not inconsistentwith law or its articles.

(d) Filing with department—Anincorporatedinstitution shall send
to the departmenta copy of its by-laws and of all changestherein, im-
mediatelyafter every adoption and changeof its by-laws.

Section 205. PersonsBound by By-Laws; Execution of Instruments

(a) The by-laws of an incorporatedinstitution shall not affect con-
tracts or otherdealingswith personswho do not have actualknowledge

of such by-laws.

(b) Without regard to any other form of executionprovidedin the

by-laws, an instrument in writing, or any assignmentor endorsement
thereof,executedor enteredinto betweenan incorporatedinstitution and

any personand signed by the presidentand by the cashieror treasurer
of the institution, shall be held to havebeenproperly executedfor andin
behalf of the institution. Except as otherwiserequired by statute, the

affixation of the corporateseal shall not be necessaryto the valid execu-

tion, assignment or endorsementby an institution of any instrument in
writing.
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Chapter 3
Banking Powers

Section 301. Application of Chapter
Thig chaptershall apply to, and the word “institution” in this chap-

ter shallmean,a bank anda bankandtrustcompany.
Section 302. Deposits

An institution may receivemoney for depositand may provide by
rulesof the institution or by agreementwith the depositorfor the terms

of withdrawalthereofandfor paymentof interestthereonfor the period
of the depositandan additionalperiod not in excessof fifteen calendar
daysin anyonemonthor suchlonger time as the departmentmayprovide
by regulation.

Section303. GeneralLending Powers
An institutionmay, subjectto any applicablerestrictionunderother

provisionsof this act, lend money anddiscountor purchaseevidencesof

indebtednessandagreementsfor the paymentof money.
Section 304. Direct Leasingof PersonalProperty

An institution may,subjectto regulationby the department,acquire

and leasepersonalproperty pursuantto a binding arrangementfor the
leasingof suchpropertyto a customerupon terms requiringpaymentto
the institution, during the minimum periodof the lease,of rentalswhich
in the aggregatewill exceedthe total expendituresby the institution for

or in connectionwith the acquisition,ownership, maintenanceand pro-
tection of the property.

Section 305. Participations
(a) An institution maypurchaseandmay sell participationsin:

(i) one or more evidencesof indebtednessand agreementsfor
the paymentof money, and

(ii) pools of evidencesof indebtednessand agreementsfor the
paymentof money,

subject to regulation by the department.
(b) The departmentmayprohibit the sale of any type of participa-

tion to the public or otherwisenot in the usualcourseof bankingbusiness,
exceptas permittedby otherprovisionsof this act.

Section 306. Limits on Indebtednessof OneCustomer(Including Pur-
chasedPaper)

(a) Generallimit—An institution shall not at any time acquire in-

debtednessof any one customer (which includes an individual or any
legal entity) of the types specified in this section,in an amount which
togetherwith all other such indebtednessthen held would exceedten
percentof the aggregateof the capital, surplusand capital securitiesof
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the institution. If the departmentshall determineat any time that the
interestsof a group of more than one individual, partnership,unincor-
poratedassociationor corporationareso interrelatedthat they shouldbe
consideredas a unit for the purposeof extensionsof credit, the total
indebtednessof that group acquiredat any time shall be combinedand

deemedindebtednessacquiredfrom one customerin applying the limita-
tion of this section.An institution shall not be deemedto haveviolated

this sectionsolelyby reasonof the fact that the indebtednessof a group
thenheldexceedsthe limitation of this sectionat the timeof a determina-
tion by the departmentthat the indebtednessof that groupmustbe com-

bined but the institution shall, if requiredby the department,disposeof
indebtednessof the groupin the amountin excessof the limitation of this
sectionwithin suchreasonabletime asshall be fixed by the department.

(b) Indebtednessincluded—Thereshallbe includedin the indebted-
nessof one customerto which the ten percentlimitation of this section
applies:

(i) the aggregaterentalspayableby the customerunderleases
of personalpropertyby the institution;

(ii) to the extent that they exceedfifteen percentof the aggre-
gateof the capital, surplusandcapital securitiesof the institution,
the aggregatebalancespayableon all installmentpaperacquiredby
the institution from the customer,irrespectiveof the legal liability
of the customeror absenceof suchliability;

(iii) to the extentthat they exceedfifteen percentof the aggre-
gate of the capital, surplusand capital securitiesof the institution,
obligationsof the customeras indorseror guarantorof notes (other
than those excluded by subsection(c)(ii) of this section)having a
maturity of not more than six months and actually owned by the
customertransferringthe notes;

(iv) obligations of the customerby reasonof acceptancesby
the institution of drafts or bills of exchange(other than thoseex-
cludedby subsection(c)(v) of this section); and

(v) all other liabilities, not otherwiseexcludedby this section,

of the customerto the institution, whether direct or indirect, pri-
maryor secondary,underevidencesof indebtednessand agreements
for the paymentof money.

(c) Indebtednessexcluded—Thereshall be excluded from the in-
debtednessof one customerto which the ten percentlimitation of this
sectionapplies:

(i) obligations in the form of negotiabledrafts or bills of ex-

changewhichhavebeendrawnin good faith againstactuallyexisting
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values in connectionwith the sale of goodsand which have been
acceptedor indorsed;

(ii) obligations arising out of the discount of commercial or
businesspaperactually ownedby the customertransferringit;

(iii) obligationsdrawn in good faith againstactually existing

valuesandsecuredby goods in processof shipment;
(iv) obligations in the form of banker’s acceptancesof other

banksof the kind describedin section 308;

(v) obligationsof the customerby reasonof acceptancesby the
institution for the customer’s account pursuant to section 308,
except to the extent that the institution acquiressuch acceptances;

(vi) obligationssecuredby documentsof title covering:
(A) livestock,
(B) readily marketablenonperishablestaplesfor a period

of not more than ten months from the date of the document
of title, oi~

(C) readily marketablefrozen or refrigeratedstaplesfor
a period of not more than six months from the date of the
documentof the title

if such property has a marketvalue of not less than one hundred
fifteen percentof the amount of the obligationsecuredtherebyand
is fully coveredby insurance;

(vii) obligations of, and obligationsguaranteedby:
(A) the United States,
(B) the Commonwealthof Pennsylvania,a political sub-

division of the Commonwealth,a public body of the Common-
wealth or a public body of a political subdivision of the Com-
monwealth,or

(C) any state of the United Statesor any political sub-
division thereof if the obligations or guaranteesare general
obligations;
(viii) obligations to the extent securedby:

(A) obligationsspecified in clause(vii) of this subsection,
(B) obligationswhich the institution would be authorized

to acquire without limit as investmentsecuritiespursuantto
section 307,

(C) obligations fully guaranteedby the United States,
(D) guarantiesor commitmentsor agreementsto take over

or purchasemadeby any department,bureau,board, commis-
sion or establishmentof the United Statesor any corporation
owneddirectly or indirectly by the United States,or
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(E) loan agreementsbetweena local public agencyor a
public housing agency and an instrumentality of the United
Statespursuant to national housing legislation under which
funds will be provided for paymentof the obligationssecured
by such loan agreements;
(ix) obligations securedby

(A) at least a like amountof cashsurrendervalue of life

insurancepolicies, or
(B) collateralwhich hasa market value of not less than

one hundredand twenty percentof the amount of the obliga-
tions securedthereby—

to the extent of fifteen percent of the aggregateof the capital,
surplusandcapital securitiesof the institution;

(x) investmentsecuritiesacquiredpursuantto section307; and

(xi) obligationsof the kind coveredby subsection(b)(ii) of this
section,as to which there is a certificate of relianceon a primary
obligor or on securityof real or personalproperty; and

(xii) obligationsof the customeras to which thereis a certificate
of relianceon an obligor other than the customeror on security of
real or personalproperty.

(d) Regulation—Thedepartmentmayby regulationnot inconsistent
with the provisions of this sectionprescribedefinitions of and require-
mentsfor transactionsincludedin or excludedfrom the indebtednessto
which theten percentlimitation of this sectionapplies.
Section 307. InvestmentSecurities (Other Than Stock)

An institution may purchase,sell, underwrite and hold investment
securitieswhich areobligations in the form of bonds,notesor debentures
to the extent permittedby Federal law, subject to the restrictions and
limitations imposed by Federal law and subject to such additional re-
strictionsandlimitations as may be imposedby regulationof the depart-
ment. An institution may also hold without limit such investment se-
curities which as loans would be within the coverage of subsection

306(c)(vii)(B).

Section 308. Acceptances

(a) Commercial transactions—An institution may accept drafts
drawn uponit having not more than six monthssight to run arising out

of transactionsinvolving:
(i) the import or export of goods,
(ii) the domesticshipmentof goods, if securedby documents

of title coveringsuchgoods,or
(iii) the storage of readily marketable staples,if securedby
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documentsof title coveringsuchstaples.

(b) Limits on acceptancesunder subsection (a)—The aggregate
amountof acceptancesunder subsection(a) of this sectionshall not at
any time exceed:

(i) for all such acceptanceson behalf of one customer, ten
percentof capital and surplus,exclusiveof any acceptancesecured

by documentsof title or other security growing out of the same
transaction as the acceptance,and

(ii) for all such acceptances:
(A) fifty percentof capital and surplus,or
(B) with the prior approvalof the department,one hun-

dred percent of capital and surplus, so long as acceptances
growing out of domestic transactionsdo not exceed fifty
percentof capital and surplus.

(c) Dollar exchange—Aninstitution may, with the prior approval
of the department,acceptdrafts having not more than three months
sight to run drawn upon it by banksor bankersin foreign countries, or
in dependenciesor insular possessionsof the United States,for the pur-
poseof creatingdollar exchangeas requiredby the usagesof tradewhere
the drafts are drawn in an aggregateamount which shall not at any
time exceed:

(i) for all such acceptanceson behalf of a single bank or
banker,ten percentof capital andsurplus,and

(ii) for all such acceptances,fifty percent of capital and sur-

plus.
Section 309. Installment Loans (Including Revolving Credit Plans)

(a) Maximum rate—An institution may make a chargefor an in-

stallment loan which complies with the requirementsof this section,
at a rate not in excessof six dollars ($6) peronehundreddollars ($100)
per annum computedon the original principal amount for the period
of the loan. If such loanis one of a seriesof loans under an agreement
(“revolving credit plan”) providing a maximum outstandingbalanceof
all such loans at any time, the institution may makea chargeat a rate

not in excessof one percentper monthon the actualoutstandingbalance
of the loan.

(b) Disclosure of charge—Theinstitution shall inform the bor-

rower in writing:
(i) of the monthly rate of the chargeundersubsection(a) of

this sectionfor a loan undera revolving credit plan, and
(ii) of the dollar amount of its total chargeunder subsection

(a) of this sectionfor any other installmentloan
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by a statementin an evidenceof indebtednessor agreementin connection

with the loan or by any other method that complies with requirements
establishedby regulationof the department.

(c) Term—Theterm within which all loanswhich at any time have
beenmadeundera revolving credit plan shall becomedue shall be five
yearsfrom the dateof thelastloan madeunderthe plan.The term of any
otherinstallmentloan shall be aperiodnot in excessof fifty-nine months
calculatedfrom the paymentdateof the first installmentwhich shall be
scheduledno longer than forty-five days after the time of making the
loan. The aggregateperiod for which the final maturity of any loan

may be extendedshall be six months.
(d) Maximum amount—Theoriginal principal amount of any loan,

andthe total of the principal balancesof all loans to one borrowerout-
standingat any time, for which a chargeis madepursuantto the author-
ization of this section shall not be in excess of five thousanddollars
($5,000).For any portion of oneor moreloans to one.borrower in excess
of such amount, the chargewhich the institution may make shall be
governedby law other than this section.

(e) Installments—Thetotal amount payable on the loan shall be
payable in installmentsof substantiallyequal amountsat substantially
equal intervals of not more than three months each, except that in-
stallmentsmay be omitted, becatfseof the borrower’sreceipt of income
on an intermittent basis,for a total period which is not more than three
monthsin eachcalendaryear.

(f) Permissiblecharges—Aninstitution may receivein advancethe
chargepermitted under subsection(a) of this section and in addition
may makethe following charges:

(i) premiums for insuranceobtained in connectionwith the
loan,

(ii) a chargefor eachcheck or order used by the customerto
obtain the proceedsof loans under a revolving credit plan in an

amountnot in excessof the institution’scurrent chargefor a check
sold for use againsta deposit account commonly called a “special
checking account”,

(iii) a single delinquencycharge for each installment in ar-

rearsfor a period of more than fifteen days other than by reason
of accelerationor by reasonof a delinquencyon a prior installment,
in an amount not to exceedthe lesserof two dollars and fifty cents
($2.50) or five percentof the amount of the installment,

(iv) a chargefor an extensionin an amount not to exceedone
percentof the unpaidbalanceof the loan for each month of such
extensionor portion thereof in excessof fifteen days,
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(v) fees paid for filing documentsin public offices in con-
nectionwith the loan, and

(vi) actual expenditures,including reasonableattorneys’ fees,
for proceedingsto collect the loan.

(g) Rebateof unearnedcharges—Inthe event of payment or re-
financingof the balanceof a loan prior to maturity the institution shall
pay or credit a refund of the unearnedportion of the chargemade
pursuantto subsection(a) of this sectionin an amountwhich shall be
at least the amountcomputed,for the unexpiredperiod to the date of
scheduledmaturity, by the accountingmethodknown as “the sum of the
digits” or “the rule of 78” except that no such refund shall be required

in an amount lessthanone dollar ($1) or in any amount until the insti-
tution hasreceiveda minimumchargeof five dollars ($5) for the loan.

(Ii) Advertisement—The department may prohibit the further
use by an institution of any advertisementrespectinginstallment loans
authorizedby this sectionif it finds that the form or content of such
advertisementmight mislead the public.

(i) Insuredloans—Therequirementsof this sectionshall not apply
to a loan insuredpursuantto nationalhousinglegislation.
Section 310. Real Estate Loans

(a) Permissible loans; maximum amount and term—An institu-
tion may, subjectto the requirementsof this section,makeor acquire a
loan securedby a lien on real estate(including a lease-hold)located in

any state or the District of Columbia,in a dependencyor insular posses-
sion of the United Statesor in the Commonwealthof PuertoRico, in an
amount and for a term not to exceed:

(i) in the caseof improvedrealestate,including farm land:
(A) two-thirds of the valuefor ten years, or

(B) four-fifths of the value for thirty years,if the terms
of the loan require substantiallyequalpaymentsat successive
intervals of not more than one year each and in an amount
sufficient to pay all principal of and intereston the loan within
theterm of the loan,exceptthat thedateof the initial payment
on a loan to a commercial or industrial borrower may be de-
ferred for a period not in excessof threeyears from the date

of the loan; or
(ii) in the case of unimproved real estate to be acquired or

developedwith the proceedsof the loan:
(A) one-half of the value for three years, or

(B) two-thirds of the valuefor threeyears,when utilities,
roads or streetsnecessaryfor the developmentof such real
estatehave been completed.
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(b) Additional term for combinationof constructionandpermanent
loans—Ina casein which a loan subjectto this sectionis madeto finance
constructionof an improvementandsuchloanis combinedwith a perman-
ent loan to continueafter completion of construction,the term of_the
constructionloanor thatportionof the termnot in excessof threeyears,
shallnot be countedagainstthe maximum term for the permanentloan
permittedunder subsection(a) of this section but such combined con-
struction loan and permanentloan shall be subject to all other require-
mentsof this section.

(c) Leaseholdloans—Forthe purposeof this sectiona “leasehold”
shall meanthe interest,which is security for a loan, of a lesseeof real
estateundera leasewhich on the dateof the loan has an unexpiredterm

—extendingat least five years beyond the maturity of the loan, or con-
f~insa right of renewal,which may be exercisedby the institution, cx-
tendingat least five yearsbeyondthe maturity of the loan.

(d) Requirementsin connectionwith loans—Therequirementsfor
aloa~nsubjectto this sectionshallbe:

(i) the loanshallbe evidencedby a bond,noteor other obliga-
Ition andthe lien securingsuchloan shall be obtainedby amortgage,
deed of trust or judgment;

(ii) the lien shall be a first lien (except for a lien of taxes,
assessmentsor chargeswhich are not yet due or which are payable
without penalty)unlessall prior liensareheldby theinstitution and
the aggregateof all loansby the institution securedby liens on the
real estatesatisfyall other requirementsof this sectionpertainingto
such loans;

(iii) the value of the real estate shall be determinedby the
averageof appraisalsby two reputablepersonswho shalleach:

(A) be a directorof theinstitution or selectedin amanner
authorizedby the directors,

(B) be familiar with real estate values in the vicinity
where the real estateis located,and

(C) inspectthe realestateandstateits valueto thebestof
his judgmentin a written report to be preservedin the records
of the institution;

(iv) Insuranceagainstloss from fire on all buildings on the
real estatewhich are included in the appraisedvalue, issued by
insurersacceptableto the institution and authorizedto do business

wherethe realestateis locatedandin form andamountsatisfactory
to the institution, shall be maintainedduring the term of the loan
by or at the expenseof the borrower, except that the institution
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may at its own expensemaintain such insurancecovering only its
interest as lender; and

(v) the borrower shall pay all expensesin connection with
the loan for title insurance,searchesand certificates,appraisalfees
and fees for preparationand recording of documents.

(e) Exceptedloans—Therestrictionsand requirementsof this sec-
tion shallnotapply to:

(i) a loan guaranteedat least to the extent of twenty percent

thereof, or for which a written commitment for such guarantee
has been issued,by the VeteransAdministration pursuant to the
Veterans’ Benefits Act:

(ii) a loan insured, or for which a written commitment to
insure has been issued, by the Federal Housing Administration

pursuantto nationalhousinglegislation;
(iii) a loan insured,or for which a written commitmentto in-

sure has been issued,by the Farmers Home Administration pur-
suant to the ConsolidatedFarmersHome Administration Act;

(iv) a loan madepursuantto the SmallBusinessAct;
(v) an investmentsecurityacquiredpursuantto section307; or
(vi) a loan in connectionwith which the institution takes a

real estatelien as securityin the exerciseof banking prudencebut
as to which it is relying for repaymenton:

(A) the generalcredit of the obligor or of an installment

buyer or of a lesseeof the realestate,
(B) collateral other than the real estatelien,

(C) a guaranty,or an agreementto take over or purchase
the loan in the event of default, by a financially responsible
personother than a personengagedin the businessof guaran-
teeing real estateloans, or

(D) an agreementby a financially responsibleperson to
takeover or purchasethe loan,or to providefunds for payment
thereof, within a period of three years from the date of the
loan and there is a certificate of reliance setting forth the ap-
plicablefacts.

(f) Loans acquired from international banking subsidiary—The

restriction of this sectionon the locationof realestateshallnot apply in
the caseof a loan acquired from a corporationor associationof which
the institution owns more than fifty percent of the outstandingshares
of capital under subsection311(d)(ii)(C), if such loan:

(i) is securedby a first lien on improved real estate,including
farm land,
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(ii) satisfies all requirementsof this section other than the
restrictionon location of realestate,and

(iii) is servicedby the corporationor associationfrom which

it is acquired.
(g) Maximum amount of loans—Theaggregateamount of all loans

by an institution subject to the requirementsof this section shallnot at
any time exceedthe greaterof:

(i) one hundredpercent of the aggregateof the capital, sur-
plus and capital securitiesof the institution, or

(ii) seventypercent of the total time and savingsdepositsof

the institution.
Section 1311. TransactionsWith Respectto Sharesof CorporateStock

(a) Authorized transactions—Aninstitution may not engage in

any transactionwith respectto sharesof the capitalstock of any corpora-
tion unless specifically authorizedby this section,by section 202, by
section203 or with respectto sharesof its own stock by the provisions
of this act governing the institution in its corporatecapacity.

(b) Transactionsfor customers—Aninstitution may purchaseand
sell sharesof stock upon the order of andfor the accountof a customer

and without recourse.
(c) Collateral loans—An institution may require and hold an in-

terestin sharesof corporatestock as collateral security for a loan ex-
cept sharesof stock of:

(i) the institution, or
(ii) a corporation whose stock is not dealt in on a recognized

stock exchange,in an amount the value of which, togetherwith the
total amount of:

(A) all indebtednessof the corporationto the institution,
(B) rentals payable to the institution under leasesof

personalproperty to the corporation,and

(C) the face amount of investmentsecuritiesof the cor-
poration held by the institution

would at any time exceedtwenty-five percent of the aggregateof
thecapital, surplusand capitalsecuritiesof the institution.
(d) Ownership—An institution may acquire and hold:

(i) sharesof stock of a FederalReserveBank, without limita-
tion of amount;

(ii) sharesof stockof:
(A) the FederalNational Mortgage Association,
(B) a bank,a bankandtrust companyor a trust company

“311.1” in original.
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subjectto this act or a nationalbanklocatedin Pennsylvania—
to the extent of ten percent of the sum of the par value of
the issuedand outstandingsharesof any suchissuer,or

(C) a corporationorganizedunder the laws of the United
Statesor of any stateand principally engaged,directly or in-

directly, in internationalor foreign bankingor financial opera-
tions or in banking or financial operationsin a dependencyor
insular possessionof the UnitedStatesor in the Commonwealth
of PuertoRico, if the sharesareacquiredwith the prior written
approvalof, and in accordancewith the terms and conditions
prescribedby, the departmentin an amount the cost of which

to the institution for the sharesof any such associationor
corporationso acquiredor held is not in 1 excessof tenpercent

of the aggregateof the capital, surplusand capital securities
of the institutionandin the caseof sharescoveredby clause(B)
of this subsection(d)(ii), in an amountthe cost of which to the
institution for the sharesof all such issuersso acquiredor held
is not in excessof the lesserof ten percentof the total assets

of the institution or one hundredpercent of the aggregateof
the capital, surplusandcapital securitiesof the institution;
(iii) sharesof stock of small businessinvestment companies

organizedpursuantto the Small BusinessInvestment Act, in an
amount the cost of which is not in excessof one percent of the
aggregateof the capital, surplusand capital securitiesof the insti-

tution;

(iv) in the case of a bank and trust company, sharesof stock
of a corporationorganizedunderthe laws of the Commonwealthfor
the purposeof conducting a title insurancebusinessto which the
institution has transferredthe assetsof its title insurancebusiness,
in an amount:

(A) the cost of which is not in excessof the lesserof (1)
tenpercentof the aggregateof the capital, surplusand capital
securitiesof the institution or (2) doublethe minimum amount
of capital and paid-in surplus required for the incorporation
of such corporation,or

(B) with the prior approvalof the department,the cost
of which is not in excessof fifteen percentof the aggregateof
the capital, surplusand capitalsecuritiesof the institution; and

(v) shares of stock of businessdevelopmentcredit corpora-

“exCCeSS” in original.
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tions to the extent provided by the BusinessDevelopmentCredit

Corporation Law.
(e) Loans for carrying shares—An institution shall not extend

credit, directly or indirectly, for the purposeof enablinga customerto
acquire or hold sharesof the institution unlessall indebtednessincurred
for that purposeis securedby other readilymarketablecollateralwith a

value not less than one hundredtwenty percent of the indebtedness.
1 Section 312. PledgesFor Deposits

(a) An institution may pledgeassetsassecurity for depositsof:
(i) public funds,
(ii) funds of a pensionfund for employesof a political sub-

division of the Commonwealth,
(iii) funds for which a political subdivision of the Common-

wealth or an officer or employethereof is the custodianor trustee

pursuant to statute,
(iv) funds held by the Secretaryof Banking as receiver or

by theInsuranceCommissionerasstatutoryliquidator,
(v) funds which are requiredto b�~securedby law or by an

order of a court, and
(vi) in the caseof a bankand trust company,funds held in a

fiduciary capacity and depositedin its commercialdepartmentpur-
suant to subsection403 (c) of this act.
(b) An institution may not pledgeassetsas security for deposits

other than thosecoveredby subsection(a) of this section.
Section 313. Bonds and Suretyship

(a) An institution may in the ordinary course of its banking busi-
ness:

(i) give its bond, eitheraloneor assurety for another, in con-
nectionwith any bonn fide transactioninvolving the import, export
or domestic shipmentof goods,

(ii) give guaranteesin connectionwith the receipt andforward-

ing of items for collection, and
(iii) give guaranteesin connectionwith the transfer, exchange

and collection of securities.
(b) Exceptasprovided in subsection(a) of this sectionor as other-

wise specifically provided by this act, an institution may not act as
surety or give any bond or guarantee.
Section314. Borrowings

(a) An institution may, subject to the restrictionsof this section,
borrowmoneyexceptthat the departmentmay in the caseof anindividual

1”Sction” in original.
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institution:

(i) permit borrowingswithout regardto the restrictionsof this
sectionfor emergencypurposes,and

(ii) prohibit or place additional restrictionsupon further bor-
rowings which would in the judgment of the departmentcon-

stitute an unsoundor unsafe practicein view of the condition and
circumstancesof the institution.

An institution may issue notes, debenturesand other obligations to

evidenceborrowings.

(b) The aggregateamount of outstandingliabilities of an institu-
tion for moneyborrowedexclusiveof:

(i) liabilities to a FederalReserveBank on accountof money
borrowed or rediscounts,

(ii) liabilities on account of the acquisitionof reservebalances
at a FederalReserveBank or other reserveagent from a member
or non-memberbank,

(iii) liabilities on account of agreementsto repurchasesecuri-
tiessold by the institution (commonly known as “repurchaseagree-
ments”) and

(iv) liabilities which do not constituteor result from the bor-
rowing of money underdefinitionsprescribedby regulationof the
department

shall not at any time exceedthe aggregateof the amount of its capital
and one-half of the amount of its surplus.

Section 315. Miscellaneousand Incidental BankingPowers
An institution shallhave,subjectto the limitations andrestrictions

containedin this act:

(a) Lettersof credit—thepowerto issue,adviseandconfirm letters
of credit authorizing the beneficiariesthereof to draw upon the institu-
tion or its correspondents;

(b) Money for transmission—thepowerto receivemoney for trans-

mission;

(c) Membership in clearing house—thepower to become a mem-

ber of a clearinghouse associationand to pledge assetsrequiredfor its
qualification;

(d) Exchange,coin, bullion—the power to buy and sell exchange,

coin andbullion; and
(e) Incidental powers—all powers incidental to the conduct of

banking business.
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Chapter4

Fiduciary and Other RepresentativePowers

Section 401. Application of Chapter
This chapter shall apply to, and the word “institution” in this

chaptershall mean, a bank and trust companyand a trust company,ex-
cept that section 407 shall apply only to a trust company. The powers
conferred by this chapter on a bank and trust companyshall 1e inde-
pendentof, andshall not expand,the banking powersof such an institu-

tion.

Section 402. Powers ~ Act as Fiduciary and in Other Representa-
tive Capacities

(a) An institution may act, alone or with others,as:
(i) fiduciary,
(ii) investmentadvisor,
(iii) custodianof property,

(iv) agentor attorney-in-fact,
(v) registrar or transfer agent of securities,
(vi) fiscal agentof the United States,a stateor a political sub-

division thereof,a public body, a corporationor an individual,
(vii) treasurerof a political subdivision or public body or of a

nonprofit corporation,and
(viii) insurer of titles to, mortgageson and other interests in

real estate—ifthe institution qualifies under the provisionsof sec-
tion 406.

(b) An institution shall have, in respectof any capacity in which
it may act pursuantto a power under subsection(a) of this section,all
the rights and dutieswhich an individual or a corporation has in such
capacityunder applicable law and under the terms upon which the in-

stitution is designatedto act in such capacity.

Section 403. Actions Required, Permittedor Prohibited in Fiduciary
Capacity

The following rules shall be applicable to an institution acting in

the capacityof fiduciary.

(a) Segregationof assetsand records—Theinstitution shall segre-
gate from assetsof the institution all propertyheld as fiduciary (other
than itemsin the course of collection) and shall keep separaterecords
of all suchpropertyfor eachaccountfor which suchproperty is held.

(b) Namesin which property held—The institution shall hold all

such propertyin a form which complies with applicable law.

(c) Deposits of funds and security—The institution may deposit
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funds of a fiduciary accountawaiting investmentor distribution in:

(i) a depositorywhich is authorizedby law to receivedeposits
and is subject to supervisionby public authorities, or

(ii) if the institution is a bank and trust company,in its com-
mercial departmentwhere the funds may be usedin the conduct
of its businessand, to the extent so depositedin an amount in ex-
cessof insuranceprovided by the FederalDeposit InsuranceCor-
poration, shall be securedby a pledgeof obligationsof the United
Statesor of the Commonwealthof Pennsylvaniaor obligations for
which the full faith and credit of the United Statesis pledged, or

by a pledge of other securitiesapprovedby the department,with
a marketvalue not less than the amount of the funds secured,for
the pro rata benefit of eachaccountwhose funds are so deposited

in the event of insolvencyof the institution.
(d) Capitalin lieu of bond or security—Theinstitution shallnot be

requiredto execute any bond or provide any security required by law
of fiduciaries.

(e) Power to give bonds and security—The institution may give
its own bond andpledgeits assetsassecurityfor the faithful performance
by it of its dutiesas fiduciary or as suretyfor such faithful performance
by any co-fiduciary, in any casein which suchbond may be requiredde-
spitesubsection(d) of this section.

(f) Oaths and affidavits—The institution may provide any oath or
affirmation or any affidavit required of the institution as fiduciary
throughan officer thereofactingon behalf of the institution.

(g) Loansto officers, directorsand employes—Theinstitution shall
not makea loan of any funds held as fiduciary directly or indirectly to,
or for the benefit of:

(i) a director, officer or employe of the institution or of an
affiliate,

(ii) a partnershipor unincorporatedassociationof which any
such director, officer or employeis a partneror member,or

(iii) a corporationin which such director, officer or employe
has a controlling interest,

excepta loan securedby a lien on the home of, or madewith funds held
as fiduciary for, such director, officer or employe and except a loan

specifically authorized by the terms upon which the institution was
designatedas fiduciary. A violation of this subsection(g) is subject to
the penaltyprovisions of this act.

(h) Transactionsbetween institution and fiduciary accounts—The
institution shall not, as fiduciary, directly or indirectly sell any asset
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to the institution for its own account,or purchasefrom the institution
any assetor anysecurityissuedby the institution except:

(i) obligationsof the United Statesor for which the full faith
andcredit of theUnited Statesis pledgedor obligationsof the Com-
monwealth or any political subdivision of the Commonwealth,

(ii) assetsearmarked for future investment as fiduciary at
the time of acquisitionby the institution and purchasedwith funds
or exchangedfor property held in a fiduciary account within two
years of the date of such acquisition, subject to the requirement
that there be a monthly report to the directors, which shall be
notedin the minutesandkept on file by the institution, of property
earmarkedfor future trust investmentand of all transactionswith
respectto such property,

(iii) an undivided interest in a security or in an obligation
securedby a lien on real estate, to the extent permitted by sec-

tion 405, or
(iv) any assetsold to the institution for its own account or

purchasedin a fiduciary capacityfrom the institution with the prior
approvalof the department.

Section 404. Collective InvestmentFunds
(a) Authorization—An institution may, to the extent provided in

this section, establishand maintain common trust funds or collective
investmentfunds for the investmentandreinvestmentof propertywhich:

(i) is contributed by the institution in a capacity in which it

is authorizedto act pursuantto section402, and
(ii) is eligible for contributionto a collective investmentfund

under the provisions of this section.
As usedin this section,the term “collective investmentfund” shall in-
clude a common trust fund andany other type of collective investment

fund.

(b) Types of funds—An institution may contribute property for
collective investmentin:

(i) a fund qualified for exemption from Federalincome taxa-
tion as a commontrust fund andmaintainedexclusively for fiduciary

accountseligible to participatetherein,

(ii) a fund consistingsolely of assetsof retirement, pension,
profit-sharing,stock-bonusand other trustswhich are exempt from
Federalincome taxation, or

(iii) a fund which complieswith regulationsof the department.
(c) Regulations of department—The department shall regulate

the establishmentand maintenanceof collective investmentfunds sub-
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ject to this section except those covered by subsection(b)(i) of this
section.Suchregulationsof the departmentshall complywith thegeneral
standardsfor exerciseof the regulatorypower of the departmentunder
this act andin additionshallbe designedto assure:

(i) ratably equaltreatmentof the participantsin a fund by
imposing minimum requirementsfor the methodand frequencyof
valuation of participationsin the fund, for the time andmethod
of admissionor withdrawalsof participationsin the fund and for
the determinationof interestsof participants in the assetsand
income of the fund; and

(ii) the competitive equality betweenstate institutions and
nationalbankswith respectto the authority to establishand main-
tain collective investmentfunds to the extent compatiblewith the
generalpurposesof this act.

(d) Effect of restrictions on fiduciary—An institution may not
contributeto a collective investmentfund property held in a fiduciary
capacitycontrary to expressrestrictionsand limitations imposed on the
institution by the termsupon which it is designatedas fiduciary.

(e) Effect of mistake—Nomistakemade in good faith and in the

exerciseof duecarein connectionwith the administrationof a collective
investmentfund shall be deemeda violation of this section or of any
other duty of the institution if, promptly after discoveryof the mis-
take, the institution takes whateveraction may be practicablein the
circumstancesto remedythemistake.

(f) Fundsnot subjectto section—Aninstitution may, in any capac-

ity in which it may act undersection402, investpropertycollectively in
accordancewith the specific termsupon which it receivessuch property,
without regardto the restrictions of this section.

Section405. Investmentin Undivided Interestsin a Real EstateLoan
or a Single Security

(a) Authority to create; retention of interestsby institution—An

institution may, subject to the limitations of this section, create un-
divided interestsin:

(i) a single loan securedby a first lien (other than a lien of
taxes,assessmentsor chargeswhich are not yet due or which are
payablewithout penalty) on improved real estate,or

(ii) in a single security,

for the purposeof sale from time to time to accountsheld by the in-
stitution in a fiduciary capacity. The institution may retain a portion
of such undivided interestsfor its own accountif the loan or security
is onewhich it would be authorizedto acquirepursuantto this actwholly
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for its own account.
(b) Limitations-The limitations on such undivided interestsshall

be:
(i) the realestateloan or security shall be one which:

(A) the institution would be authorized to acquire pur-
suant to this act wholly for its own accountand, in the ab’sence
of broaderinvestmentpowersunder the terms upon which it
wasdesignatedas fiduciary, would also be authorizedto acquire
as a legal investmentfor funds held by fiduciaries, or

(B) the institution would be authorizedto acquire as an
investment by the terms upon which it was designatedas

fiduciary of eachaccountwhich acquiresan undivided interest
therein;
(ii) all investmentsin undivided interestsfor fiduciary accounts

shall be madewithin two yearsafter the dateof acquisitionof the
loan or security by the institution except:

(A) interests sold by a fiduciary account to another
fiduciary account,and

(B) interestssold to the institution by a fiduciary account

in order to make distribution or for any other purposeap-
proved by the departmentand resold by the institution to an-

other fiduciary account;
(iii) interestsnot retainedby the institution may be sold only

to a fiduciary account;
(iv) interestsmay be soldby a fiduciary accountonly to:

(A) anotherfiduciary account,or
(B) the institution in order to make distribution or for

any other purposeapprovedby the department
and may be otherwisetransferredonly in distribution to a bene-
ficiary of the fiduciary account.

(c) Control by institution—The institution shall exerciseall rights
of ownershipin respectof a real estateloan or security in which un-
divided interestshavebeensold pursuantto this section and in respect
of any property acquiredby foreclosureor otherwisein connectionwith
suchreal estateloan or security, in its own namebut for the benefit of
itself and all other ownersof the undivided interests therein.

(d) Records—Theinstitution shall at all times maintain recordsof
all undivided interests created pursuant to this section showing the
extentof the undivided interestof eachownertherein.

(e) Certificate evidencing interests—Theinstitution may issue a
certificate evidencingeach undivided interest createdpursuant to this
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section, keeprecords showing the holders of such certificates, provide
for transferof a certificate by the registeredholder thereof upon sur-
render of the certificate and deal with the registeredholder of a cer-

tificate as the owner of the undivided interest representedby the cer-
tificate. Each certificate shall contain a summary of the rights of an
owner of the undivided interest representedtherebyand expresslydis-
claim any guaranteeby the institution of paymentof any amount.
Section 406. Title Insurance

An institution may insure titles to, liens on and other interestsin
real estateonly if:

(a) it had the power to do so on the effective date of this act and
exercisedthe pow2r within a period of one year prior to such effective

date, and
(b) it doesnot fail to exercisesuchpowerfor any periodof twelve

successivecalendarmonthsat anytime after the effectivedateof this act.
Section 407. ProvisionsApplicable to Trust Companies

A trust company:
(a) Investments—maymake any investmentsubject to the limita-

tions in section 504 on investmentsauthorizedfor savings banks,other
than the limitation on investmentin sharesof stock, and maymakeany
other investmentspecifically authorizedby its articles;

(b) Borrowings—mayborrowmoney
(i) in amounts not in excess of twenty-five percent of the

aggregateof capitaland surplus,and
(ii) for a period not in excessof threemonths

and in any 1 larger amount or for any longer period authorizedby the
departmentand may issue notes, debenturesand other obligation to
evidenceborrowings;

(c) Bonds and suretyship—maynot act as surety or give any bond

or guarantee,except as specifically providedby this act; and
(d) Limitation on dealingsin own shares—maynot acquire or hold

any sharesof its own stock, except as specifically provided by this act.

Chapter5
Savings Bank Powers

Section 501. Application of Chapter
This chaptershall apply to a savings bank.

Section 502. Additional Powers Related to Conduct of Businessof

SavingsBanks
A savingsbank shall have, in addition to other powersgrantedby

this act or its articlesand subject to the limitations and restrictions con-

“longer” in original.
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tamedin this act or in its articles:
(a) Membershipin FederalHome Loan Bank—thepowerto become

amemberof a FederalHomeLoan Bank, to hold sharesof stock therein,
to take all actionsincident to maintenanceof such membershipand to
exerciseall powersnot inconsistentwith provisions of this act conferred
on such membersby the FederalHome Loan Bank Act;

(b) Money for transmission—thepowerto receivemoney for trans-
mission to be forwarded through any person which is authorized by
law to receivedepositsandis subjectto supervisionby bankingauthorities
of the United Statesor of any state;

(c) Trustsfor self-employedindividuals—thepowerto act astrustee

of funds or contributionsreceivedunder a trust instrument conforming
with the requirementsof the Self-employedIndividuals Tax Retirement
Act and regulationsthereunderand to invest such funds or contribu-
tions only in interest-bearingdepositsin the savings bank in amounts
fully insuredby federaldepositinsurance;

(d) Agency in securities transactions—thepower to purchaseand
sell sharesof stock and securitiesupon the order of and for the account
of a customerandwithout recourse;

(e) Investmentadvisor—thepower to act as investmentadvisor to
any managementinvestmentcompanyregisteredunder the Investment
CompanyAct of 1940, whose sharesare sold by such companyonly to
depositorsin savings banksincorporatedunder the laws of the United
States, any state, the District of Columbia, a dependencyor insular
possessionof the United Statesor the Commonwealthof Puerto Rico;
and

(f) Incidental powers—allpowersincidental to the conductof busi-
nessof a savingsbank.
Section 503. Deposits

A savingsbankmay receivemoney for depositand:

(a) Provisions for withdrawal—mayprovide by its articles or by-
laws for the terms of withdrawal thereof except that depositsmay not

be acceptedwhich are legally subject to withdrawal within a period of
less than fourteen days,

(b) Notice in absenceof provisions—shall repay deposits on de-
mandaftersixty days’ notice in the absenceof any requirementof notice
in its articles,by-laws or rules or in the eventof failure by the savings
bank to give any notice required by this act or by its articles, by-laws

or rules,
(c) Interest—mayprovideby rulesof the savingsbank or by agree-

ment with the depositor for payment of interest on deposits for the



SESSION OF 1965. Act No. 356 891

period of the depositand an additional period not in excessof fifteen
calendardaysin any one month or such longer time as the Department

may provide by regulation, and
(d) Limits on deposits—maylimit the aggregateamount of the

depositsof any onepersonandmay refuseany depositor return all or
any part of any depositwhen it deemssuchaction in the best interests
of thesavingsbank.
Section 504. Investments

(a) Authority under articles—A savings bank may make such in-
vestmentsas may be authorized by its articles subject to compliance
with the requirementsof this act as to investmentsin sharesof stock

andin realestateloans.
(b) Authority under this act or other statutes—Exceptas other-

wise provided in its articles, a savingsbankmay, in addition to invest-

ments authorized by its articles, other provisions of this act or other
statutes,makeinvestmentsin:

(i) obligations of the United States or of the District of

Columbia or obligations for which the full faith and credit of the
United Statesis pledged;

(ii) obligationsof the FederalNational MortgageAssociation,

a FederalLand Bank, a FederalHome Loan Bank, a Bank for
Cooperatives,a FederalIntermediateCredit Bank, the Tennessee
Valley Authority, the InternationalBank for Reconstructionand
Developmentand the inter-American DevelopmentBank;

(ili) obligations of any state of the United Statesor of any
political subdivision of any state, obligations for which the full
faith and credit of any stateor of any political subdivision of any
state is pledgedand obligationsof any authority existingunder the
laws of the Commonwealth of Pennsylvania—subjectto the
prudentman rule;

(iv) obligations of any corporation or similar entity existing
under the laws of the United States,any state or the District of
Columbia—subjectto the prudent man rule;

(v) bankers’acceptancesandbills of exchangeeligible for pur-
chasein the open market by a FederalReserveBank which have
beenacceptedby a memberof a FederalReserveBank, subject to
a limit for all acceptancesby one acceptor held at any time of
twenty-five percentof the capital and surplus of such acceptorand
to a limit for the aggregateof all acceptancesheld at any time
of five percentof the book value of the assetsof the savingsbank;

(vi) sharesof preferred stock, guaranteedstock or common
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stock of a corporation or similar entity existingunder the laws of
the United States,any stateor the District of Columbia,subjectto:

(A) the prudentman rule,
(B) a limit for the aggregatecost of all sharesacquired

pursuantto this subsection(vi) of the lesserof five percent
of the book value of the assetsof the savings bank or fifty
percentof the aggregateof its surplus, unallocatedreserves,
undivided profits and subordinatedsecurities,at the time of
acquisitionof eachof such shares,

(C) a limit for the aggregatecost of all sharesof one
issuer of one-fifth of one percent of the book value of the
assetsof the savingsbankat the respectivetimes of acquisition
of eachof such shares,and

(D) a limit for the aggregatenumber of sharesof one
issuer of five percent of the total number of issued and out-

standingsharesof such issuer at the respectivetimes of ac-
quisition of eachof suchshares;

(vii) obligationsof the PennsylvaniaHousing Agency;
(viii) real estateloans madepursuantto this chapter; and
(ix) personalproperty leasedto customerspursuant to this

chapter.
(c) Prudentman rule—Investmentswhich are statedto be subject

to the prudentman rule shall be madein the exerciseof that degreeof
judgmentand careunder the circumstancesthen prevailingwhich men
of prudence,discretion and intelligenceexercisein the managementof
their own affairs, not in regard to speculationbut in regard to the
permanentdisposition of their funds, consideringthe probableincome
to be derivedtherefrom as well as the probablesafetyof their capital.

Section 505. Real EstateLoans

(a) Permissibleloans;maximumamount and term—A savingsbank
may, subjectto the requirementsof this section,make or acquirea loan

securedby a lien on real estate(including a leasehold) located in any
state or the District of Columbia, in a dependencyor insular possession
of the United Statesor in the Commonwealthof Puerto Rico, in an
amountand for a term not to exceed:

(i) in the caseof improved real estate,including farm land:
(A) two-thirds of the value for ten years, or
(B) four-fifths of the value for thirty years, if the terms

of the loan require paymentswhich are substantially equal
exceptfor the last paymentat successiveintervals of not more
than oneyear eachandin an amount sufficient to pay all prin-
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cipal of and interest on the loan within thirty years, except
that the dateof the initial paymenton a loan to a commercial

or industrial borrower may be deferred for a period not in
excessof three years from the date of the loan; or

(ii) in the caseof unimproved real estate to be acquiredor
developedwith the proceedsof the loan:

(A) one-half of the value for threeyears,or
(B) two-thirds of the value for threeyears,whenutilities,

roads or streetsnecessaryfor the developmentof such real
estatehave beencompleted.

(b) Additional term for combinationof constructionandpermanent
loans—Ina casein which a loan subjectto this sectionis madeto finance
construction of an improvement and such loan is combined with a
permanentloan to continue after completion of construction,the term
of the constructionloan, or that portion of the term not in excessof

three years, shall not be countedagainst the maximum term for the
permanentloan permittedunder subsection(a) of this sectionbut such
combinedconstructionloan and permanentloan shall be subject to all
other requirementsof this section.

(c) Leaseholdloans—Forthe purposeof this sectiona “leasehold”
shall meanthe interest,which is security for a loan, of a lesseeof real
estateunder a leasewhich on the date of the loan has an unexpired
term extending at least five yearsbeyond the maturity of the loan, or
containsaright of renewal,which may be exercisedby the savingsbank,

extendingat least five yearsbeyondthe maturity of the loan.

(d) Requirementsin connectionwith loans—Therequirementsfor
a loan subject to this sectionshall be:

(i) the loan shall be evidencedby a bond, noteor otherobliga-

tion and thelien securingsuchloan shall be obtainedby a mortgage,
deedof trust or judgment;

(ii) the lien shall be a first lien (except for a lien of taxes,

assessmentsor chargeswhich are not yet due or which are payable
without penalty)unlessall prior liens are held by the savingsbank
and the aggregateof all loans by the savingsbank securedby liens
on the real estatesatisfy all other requirementsof this section
pertaining to such loans;

(iii) the value of the real estateshall be determinedby the

averageof appraisalsby two reputablepersonswho shall each:
(A) be a trustee of the savings bank or selected in a

mannerauthorizedby the trustees,
(B) be familiar with real estate values in the vicinity
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where the real estateis located,and
(C) inspect the real estateand state its value to the best

of his judgment in a written report to be preservedin the
recordsof the savingsbank;
(iv) insuranceagainst loss from fire on all buildings on the

real estatewhich are included in the appraisedvalue, issuedby in-
surersacceptableto the savingsbank and authorizedto do business
where the real estate is located and in form and amount satis-
factory to the savings bank, shall be maintainedduring the term
of the loan by or at the expenseof the borrower, except that the
savingsbank may at its own expensemaintainsuch insurancecover-
ing only its interestas lender; and

(v) the borrowershallpay all expensesin connectionwith the
loan for title insurance,searchesand certificates,appraisalfees and
feesfor preparationand recordingof documents.
(e) Exceptedloans—Therestrictionsand requirementsof this sec-

tion shall not apply to:
(i) a loan securedby a lien on a dwelling for not more than

four families, guaranteedat least to the extent of twenty percent
thereof,or for which a written commitmentfor such guaranteehas

been issued, by the Veterans Administration pursuant to the
Veterans’ Benefits Act,

(ii) a loan securedby a lien on businessproperty, guaranteed
at least to the extent of one-third thereof, or for which a written
commitment for such guaranteehas beenissued,by the Veterans
Administration pursuant to the Veterans’ ~Benefits Act,

(iii) a loan insured, or for which a written commitment to
insure has been issued,pursuantto national housinglegislation,

(iv) a loan insured,or for which a written commitmentto in-

surehasbeenissued,by theFarmersHome Administrationpursuant
to the ConsolidatedFarmers Home Administration Act,

(v) an investmentsecurity, or
(vi) a loan which the savings bank is authorizedto make and

in connectionwith which it takes a real estatelien as security in
the exerciseof prudencebut as to which it is relying for repay-
ment on:

(A) the generalcredit of the obligor or of an installment

buyeror of a lesseeof the real estate,
(B) collateral other than the real estatelien,
(0) a guaranty, or an agreementto take over or pur-

‘“Benefit” in original.
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chasethe loan in the event of default, by a financially re-

sponsiblepersonother than a personengagedin the business
of guaranteeingreal estateloans, or

(D) an agreementby a financially responsibleperson to

take over or purchasethe loan, or to provide funds for pay-
ment thereof, within a period of three years from the date

of the loan
andthereis a certificateof reliancesettingforth the applicablefacts.

Section 506. Lending Powers; Direct Leasing of PersonalProperty
(a) A savingsbank may:

(i) make loans for a period not in excessof ninety days on
the collateral security of property in which the savings bank is
authorized to invest, in an amount which shall not at any time
exceedninety percentof the marketvalue of the collateral;

(ii) make loans for repair, alterationor improvementof real
estatewhich are insured, or for which a written commitment to
insure has been issued, pursuant to national housing legislation,
subject to a limitation for the aggregateamount of such loans of
five percentof the total assetsof the savings bank;

(iii) make loans securedby at least an equal amount of de-
posits of the borrower in the savings bank or of cash surrender
value of life insurance;and

(iv) makeloans to borrowerswho are engagedin commercial,

industrial or financial enterprisesor who are nonprofit corporations
or associationsfor terms not less than ten years—subjectto the
prudentman rule of section504(c) of this act

but may not lend money or discountor purchaseevidencesof indebted-
nessor agreementsfor the paymentof money except as provided in
sections504 and 505 and in this subsection(a).

(b) A savingsbank may, subject to regulationby the department,

acquireand leasepersonalproperty pursuantto a binding arrangement
for theleasingof suchpropertyto a corporatecustomerfor commercial,
industrial or businessuse upon terms requiring paymentto the savings
bank,during the minimum period of the leasewhich shall be not less
than ten years, of rentals which in the aggregatewill exceedthe total
expendituresby the savingsbank for or in connectionwith the acquisi-
tion, ownership, maintenanceand protection of the property.
Section 507. Participations

A savingsbankmay purchaseand may sell participationsin invest-

mentsand loanswhich it is authorizedto make, subject to regulationby

the department.The departmentmay prohibit the sale of any type of
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participation to the public or otherwisenot in the usual course of sav-

ings bank business,except as permitted by otherprovisionsof this act.
Section 508. Managing Agent Accounts and Collective Investment

Funds for Such Accounts

(a) Authority—A savings bank may act as a managingagent for
the purposeof receiving, investing, reinvestingand managingproperty
receivedor depositedwith the savingsbank in such capacity and shall
have the power to be a trusteewith respectto such property, subject

to the limitation that such property may be invested and reinvested
only in collective investmentfunds establishedand maintainedpursuant
to this section.

(b) Collective investmentfunds—A savingsbankmay establishand
maintain collective in’vestment funds for the investment and reinvest-
ment of propertyreceivedor depositedwith it as managingagentto the
sameextentas a bank andtrust companyor a trust companymay estab-
lish and maintain such collective investmentfunds under the provisions
of sections 404(b)(i) and 404(b)(iii), subject to qualification of each

such collective investment fund for exemption from Federal income
taxationas a commontrust fund.

(c) Investments—Asavings bank may invest property held by it

in acollective investmentfund, without limitation as to type or amount
of investmentandwithout regardto theprovisionsof this act governing
investmentsby the savings bank for its own account, subject to the
prudentman rule of section 504(c) of this act.

(d) Effect of mistake—Nomistakemade in good faith and in the
exerciseof due carein connectionwith the administrationof a collective
investmentfund shall be deemeda violation of this section or of any
other duty of the savingsbank, if promptly after the discoveryof the

mistake,the savingsbanktakeswhateveractionmay be practicablein the
circumstancesto remedythe mistake.

(e) Definition of “managing agent”—Forthe purposeof this sec-
tion, “managing agent” shall mean the fiduciary relationship assumed
by a savingsbankupon the creationof an accountwhich confers invest-

ment discretionon the savingsbank.
Section 509. Surplus

A savingsbank may accumulateand retain a surplusnot in excess
of twenty-five percent of the aggregateof its deposits. If its surplus

should exceedsuch amount at the end of any fiscal year, its boardof
trusteesshall divide such excesspro rata amongthe depositorsholding
accountson the last day of suchfiscal year.
Section 510. Liability for Unlawful Distributions
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(a) Prohibition—The trusteesof a savings bank shall not declare
or pay interestor authorize or ratify the distribution of any part of its

assetsto depositorsor others,except as authorizedby this act.

(b) Trusteesliable—The trusteesunder whose administrationan
unlawful payment of interest or distribution is made shall be jointly
and severallyliable to the institution for the amount thereof except:

(i) a trusteewho voiced his dissent at the meetingat which
the actionwas authorizedand requestedthat his dissentbe entered
on the minutesof themeetingor who, if he wasabsentat the time,
promptly upon learning of the action filed his written objection

theretowith the secretaryof the savingsbank, or
(ii) a trusteewho relied and acted upon financial statements

of the savingsbankrepresentedto him to be correctby the president
of the savingsbank or by an officer responsiblefor its accountsor
statedin awritten reportby an independentpublic or certified public
accountantor firm of such accountantsfairly to reflect the financial
conditionof the savingsbank.

(c) Contribution—Eachtrusteeheld liable under this sectionshall
be entitled to contributionfrom the other trusteeswho are likewise liable.

Section 511. Borrowings and SubordinatedSecurities
(a) A savingsbankmay:

(i) borrow money to repay deposits,
(ii) borrow mcmey from a FederalReserveBank or a Federal

Home Loan Bank, and

(iii) borrow money for any purposeother than repaymentof
depositsin amountsnot in excessof five percent of the book value
of its assetsand for a period not in excessof three months and
in any larger amount or for any, longer period authorizedby the

department.

A savings bank may issue notes, debenturesand other obligations to
evidenceborrowings.

(b) Notes, debenturesand other obligations issued by a savings
bank shall be deemed“subordinatedsecurities” for the purposeof this
act if they:

(i) are subordinatedin right of payment,in the event of in-

solvencyor liquidation of the savings bank, to the prior payment
of all depositsof the savings bank and of all claims of other
creditorsof the savings bank except the holders of securitieson a
parity therewithand the holdersof securitiesexpresslysubordinated
thereto,

(ii) are authorizedby action of at least a majority of all the
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trusteesof the savingsbank,
(iii) containprovisionsfor amortization,serialmaturities, trans-

fers to a sinking fund, allocation of reservesor other provisions
sufficient to pay or to havepaid at maturity all amountsduethereon,

and
(iv) are approvedby the departmentprior to the issuethereof.

Section 512. Depositsof ExcessCash
A savings bank shall deposit in depositoriesselectedpursuant to

section610 its excesscash overand abovethe aggregateof cashneeded
for its current operationsand vault cash held as part of its required
reservefund until such time as such excesscashcan be judiciously in-

vestedpursuantto this act.

Chapter 6
Rules ConcerningDeposits, Safe-Deposit

Agreementsand Money Received
for Transmission

Section 601. Application of Chapter
This chapter shall apply to, and the word “institution” in this

chaptershall mean:

(a) a bank, a bank and trust company, a savings bank, a private
bank, an employes’ mutual banking associationand, to the extent per-
mitted by applicablelaw, a national bank locatedin this state—forthe

purposeof all of the provisionsof this chapter,and
(b) a trust company—for the purpose of the provisions of this

chapterconcerningsafe-depositagreementsand for the purposeof sec-

tion 610.
Section 602. Deposits—Receipts,Notice of Rules and Binding Effect

of Statements
(a) Receipts—An institution shall give a receipt, by pass-book,

duplicate depositslip or ticket or otherwise, for every deposit received

by it except that for depositsmadeby an employerto the credit of in-
dividual accountsof employes:

(i) the receipt shall be given to the employerat the time of

the deposit, and
(ii) eachemploye shall be given upon requesta statementof

his accountand not lessfrequently than onceeachyeara statement

showingthe balanceof his account.
(b) Notice of rules—An institutionwhich has adoptedrulesgovern-

ing depositsor withdrawal of depositsshall give notice of the rules and

of all changestherein to each customerwhose depositsare affected by
such rules, either by delivery of a copy to such customeror by posting
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in the offices of the institution.

(c) Statements—Ifan institution rendersan accounting to a de-
positor by giving the depositora statementof the account or by entries
in a pass-bookdelivered to the depositor to show the condition of the
accountand if thereis no objection to the accountingby the depositor,
such accountingshall after a period of threeyears from the date it is
renderedbecomefinal and binding. This provision is in addition to other
statutory provisionsaffecting the duty of a depositor to examinestate-
mentsanditemspaid from his account.

Section 603. Minors’ Deposits and Safe-DepositAgreements
(a) Receiptof deposits—Aninstitution may receive depositsby or

in the nameof:
(i) a minor,
(ii) a minor jointly with one or more adults or other minors,

with the sameeffect as a joint depositunder section 604, or
(iii) a minor as trustee, or a minor and one or more adultsor

other minors as trustees,with the sameeffect as a deposit in trust
undersection605.

(b) Safe-depositagreements—Aninstitution may rent a safe-deposit
box or other receptaclefor safe-depositof property to, and receive
property for safe-depositfrom, a married minor and spouse, whether

adultor minor, jointly.

(c) Dealings with minor—An institution may deal with a minor
with respectto a deposit account or safe-depositagreementcoveredby

subsections(a) or (b) of this section without the consentof a parent
or guardianandwith the sameeffect as thoughthe minor were an adult.
A parentor guardianshall not have any right in that capacity to inter-

fere with any such transaction. Any action of the minor with respect
to such deposit account or safe-depositagreementshall be binding on
the minor with the sameeffect as though an adult. This section 603
shallnot affect the law governingtransactionswith minors in casesout-
side the scopeof this section.

Section 604. Joint Deposits
(a) An institution may receivedepositsin an accountin the names

of two or more persons.
(b) Any such depositaccount and all interest thereonmay be paid

in whole or part upon the check,order or receipt of:
(i) one or more of the depositorspursuantto an arrangement

with the institution previously agreedupon by all of the depositors,
eventhoughoneor moreindividualsnamedin theaccountmay have:

(A) died and the institution may have received written
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notice of that fact, or
(B) become incompetent, unless such incompetencehas

beenadjudicatedby a court and written notice of the appoint-
ment of a guardianhas been receivedby the institution and
unlessthe arrangementagreedupon has no provisionfor pay-
ment of the accountdespitesuch notice;
(ii) the survivor of a husbandand wife in the case of an

account in their joint names,unless an arrangementwith the in-
stitution providesotherwise;or

(iii) all of the depositorsin any casenot covered by clauses
(i) and (ii) of this subsection.

Section 605. Tentative Trusts

(a) An institution may receivedepositsin an accountin the names
of one or more individuals described as trustees:

(i) for an individual or for two individuals jointly or for two
individuals successively,for the first if he survivesall of the named

depositorsandfor the secondif he doesnot, or
(ii) for a non-profit organization

without any notice of the existenceor of the terms of a trust other than
such description.

(b) Upon receipt of satisfactoryproof of death of the individual

describedas trustee,or of all of the individuals describedas trustees,in
such account, the institution shall pay the balanceof the account and
all interest thereonupon the check,order or receipt:

(i) if the accountis stated to be held in trust for one bene-
ficiary, of such beneficiary;

(ii) if the account is stated to be held in trust for two in-

dividuals jointly, of both of such individuals or, upon satisfactory
proof of deathof one of them prior to the deathof all the named

depositors,of the survivor, if the arrangementpreviously agreed
upon between the institution and the named depositors so pro-
vides; or

(iii) if the account is stated to be held in trust for two in-

dividuals successively,of the individual first named as the bene-
ficiary, or, upon satisfactoryproof of his death prior to the death
of all the nameddepositors,of the individual for whom the account

is statedto be held in trust in the alternative;

and, in the event any individual to whom such account is payable is a
minor, may makepayment to the minor without the assentof a parent
or guardian,unlessexpresslyprovided otherwisein the depositarrange-
ment,and with thesameeffect as though the minor werean adult.
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Section 606. Adverse Olaims to Depositsand Property Held in Safe-
Deposit

(a) An institution shall itot be required, in the absenceof a court
order or indemnity required by this section,to recognizeany claim to,
or any claim of authority to exercisecontrol over, a depositaccountor
property held in safe-deposit(whetherby the institution or in a safe-

depositbox or other receptacleleasedto a customer)madeby a person
or personsother than:

(i) the customerin whose name the account or property is
held by the institution, or

(ii) an individual or group of individuals who are authorized
to drawon or control the accountor propertypursuantto a certified
corporate resolution or other written arrangementwith the cus-
tomer,currently on file with the institution, which:

(A) hasnot beenrevokedby valid corporateaction in the

case of a corporation,or by a valid agreementor other valid

action appropriate for the form of legal organizationof any
other customer, of which the institution has receivednotice,
and

(B) is not the subject of a disputeknown to the institu-

tion as to its original validity.
(b) To require an institution to recognize an adverseclaim to, or

adverseclaim of authority to control, a depositaccountor propertyheld
in safe-deposit,whoevermakesthe claim must either:

(1) obtain and serve on the institution an appropriateorder

directed to the institution by a court restraining any action with
respectto the accountor propertyuntil further order of such court

or instructing the institution to pay the balanceof the accountor
deliver the property, in whole or part, as provided in the order, or

(ii) deliver to the institution a bond, in form and amount and
with sureties satisfactory to the institution, indemnifying the in-
stitution againstany liability, loss or expensewhich it might incur
becauseof its recognition of the adverseclaim or becauseof its
refusalby reasonof such claim to honor any check or other order
of, or to deliver any property to, anyone described in clauses

(i) and (ii) of subsection(a) of this section.

Section 607. Money Receivedfor Transmission
(a) An institution which receivesmoney for transmissionshall give

the customera receipt setting forth:
(1) the dateof receiptof the money,
(ii) the amount of the moneyin dollars andcents, and
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(iii) if the money is to be transmitted to a foreign country in
the currency of such country, the amount of the money in such
currency.
(b) In an action by a customeragainst an institution for recovery

of money delivered for transmission,the burden of proof of delivery
of the money in accordancewith the instructionsof the customershall
be on the institution but an affidavit by an agent or correspondentof
the institution that the money was delivered in accordancewith the
customer’sinstructionsand a receipt for the money signed in the name
of the recipientdesignatedby the customershall be prima facie evidence
of the delivery of the money in accordancewith the customer’sinstruc-

tions.

Section 608. AgreementsConcerningSafe-Deposit
An institution shall receiveproperty for safe-depositand rent out

receptaclesandsafe-depositboxeson the terms andconditionsprescribed

by the institution but such terms and conditions shall not bind any cus-
tomer to whom the institution doesnot give notice thereof either by

delivery of a copy or by posting in the offices of the institution where
suchreceptaclesor safe-depositboxesare located.

Section 609. Deathor Incompetenceof Donor of Power of Attorney
An institution which has on file a power of attorneyof a customer

covering a deposit account or a safe-depositagreementwhich has not
beenrevoked by the customermay continue to rely on the provisions
of the power of attorneyin the eventof the death or incompetenceof
the donor of the poweruntil it receiveswritten notice of the deathor
written notice of adjudication by a court of the incompetenceof the
customerandappointmentof a guardian.

Section 610. Depositsby an Institution
(a) Depositories—Aninstitution may deposit its funds in a de-

positorywhich:

(i) is selectedby, or in a mannerauthorizedby, the directors
or trusteesof the institution or by its ownersin the caseof a private
bankwithout a boardof directors,subject to the provisionsof sub-
section(b) of this section,and

(ii) if the depository is located in the United States, is au-

thorized by law to receivedepositsand is subject to supervisionby
banking authoritiesof the United Statesor of any state.
(b) Approval where director or trusteehas relationship—If a di-

rector or trusteeof the institution has a relationship to a depository
as either:

(i~an officer or director,
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(ii) an owner if the depositoryis unincorporated,or
(iii) an owner of five percent or more of the capital of the

depositoryif it is incorporated,
the depositoryshallbeapprovedby a majority of thedirectorsor trustees
other than the director or trusteewho has suchrelationship.

(c) Amount of deposit—An institution shall not have on deposit
in a single depositoryat any time an amount which is in excessof ten
percentof the aggregateof its surplus,undivided profits andunallocated
reservesin the caseof a savingsbank,in excessof ten percent of its net
worth in the caseof aprivatebankor employes’mutualbankingassocia-
tion or in excessof ten percentof its capital andsurplusin the caseof
any other institution, without the approvalof the depository for that

purposeby the department.

Chapter 7
Reserves

Section 701. Application of Chapter
This chaptershall apply to, andthe word “institution” in this chapter

shallmean,a bank, a bank andtrust company, a savingsbank,a private
bankandan employes’mutual bankingassociation.
Section 702. Definitions for Purposeof ReserveRequirement

For the purposesof the reserverequirementimposedby section
703 and the compositionof the required reserve fund under section
704, the terms:

(a) “demanddeposits” shall meanthe aggregateof depositswhich
can be requiredto be paid on demandor within less than thirty days
after demand;

(b) “time deposits” shall meandepositswhich cannot be required

to be paid within less thanthirty days;
(c) “reserveagent” shall mean a depository of the institution se-

lected as provided in section610 and approvedby the departmentfor
the depositof funds includedin the requiredreservefund; and

(d) “instrumentality of the United States” shall mean the Federal

NationalMortgage Association,a FederalLand Bank, a FederalHome
Loan Bank, a Bank for Cooperativesand a FederalIntermediateCredit

Bank.
Section 703. Requirementof ReserveFund

(a) An institution which is not a memberof the FederalReserve

System shall maintain at all times a reservefund in an amount fixed
by regulationof the 1 department:

(i) in the case of a savings bank,not in excessof six percent

‘“deportment” in original.
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andnot lessthanthreepercentof total deposits,and
(ii) in the caseof any other institution, not in excessof the

aggregateof twenty-two percentof demanddepositsandsix percent
of other depositsand not less than the aggregateof sevenpercent
of demanddepositsand threepercent of other deposits.

The amount of the requiredreservefor eachday shall be computedon
the basis of average daily depositscovering such bi-weekly or shorter
periodsas shall be fixed by regulation of the department.

(b) An institution which is a member of the Federal Reserve

System shall maintain at all times a reserve fund in accordancewith
the requirementsapplicable to a memberbank under the laws of the
United States.

Section 704. Compositionof ReserveFund
(a) Institutions other than savings banks—In the case of an in-

stitution other than a savings bank, such portion of the reservefund
againstdemand depositsas shall be fixed by regulation of the depart-
ment shall consist of United Statescoin and currency on hand or on
deposit, subject to call without notice, in a reserveagent. The balance
of such reservefund shall be kept in obligationsof:

(i) the United Statesor any instrumentality thereof,the Com-
monwealth of Pennsylvania,any political subdivision of the Com-
monwealth,any public body of the Commonwealthor any public
body of any political subdivision of the Commonwealth,or

(ii) other issuers whose obligations are marketable and ap-
proved by regulation of the departmentfor the purpose of this
section.
(b) Savingsbanks—Inthe caseof a savingsbank, the reservefund

shall consistof:
(i) United Statescoin and currency on hand or on deposit,

subject to call without notice, in a reserveagent, in a total amount
not less than one percentof the depositsof the savingsbank, and

(ii) securitiespermitted under subsection(a) of this section.
(c) Ownershipand valuation—All assetswhich are part of the re-

serve fund shall be ownedabsolutelyby the institution and shall not be
pledged,assignedor hypothecatedin any manner. The value of all se-
curities which constitutepart of an institution’s reservefund shall be

computedat the current market value thereof.

Section 705. Notice to Departmentof Deficiency in ReserveFund
An institution shall give written notice to the department,in the

mannerprescribedby the departmentfor suchnotice, of any deficiency
in the reservefund requiredunder subsection(a) or (b) of section703
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within three businessdays after the close of any scheduledaveraging
period during which such deficiency occurs—subject to the penalty

provisions of this act.

Chapter 8
Names

Section 801. Application of Chapter
This chaptershallapply to, and the word “institution” in this chapter

shall mean, an institution subject to this act.
Section 802. NamesPermittedto Be Used

(a) The nameof an institution:

(i) may be in any languagebut shall be expressedin English
letters or characters;

(ii) in the case of a bank, shall contain in English the word

“bank” or “banking” and shall not contain either of the words
“trust” or “savings”;

(iii) in the case of a bank and trust company, shall contain
in English one or more of the words “bank”, “banking”, “trust”
or “trusts”, and shallnot contain the word “savings”;

(iv) in the case of a trust company, shall contain in English
the words “trust company” or “company for trusts” and shall not
contain any of the words “bank”, “banking” or “savings”;

(v) in the case of a savingsbank, shall contain in English the
words “mutual savingsbank” andshallnotcontainthe word “trust”;

(vi) in the caseof a privatebank, shall contain in English the
words “private bank” or “unincorporatedbank” and shall not con-
tain either of the words “trust” or “savings”;

(vii) in the case of an employes’ mutual banking association,
shall contain in English the words “employes’ mutual”;

(viii) shall not contain any word which may deceptively lead
to the conclusionthat the institution is authorizedto perform any
act or conductany businesswhich it is not authorizedto perform
or conductor which is forbiddento it by law, its articles or other-
wise;

(ix) shall not contain any of the words “Government”,
“Official”, “Federal”, “National” or “United States” or any abbre-
viation of any suchword; and

(x) shall not be a name which would be unavailable for use
by a businesscorporation under section 202(B) of the Business
CorporationLaw (dealing with namesthe sameas, or deceptively
similar to, certain other names).
(b) An institution may, without regardto the provisions of sub-
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section(a) of this section,use:
(i) its namelegally in useon the effective dateof this act, or

(ii) a namelegally in useon the effective dateof this act by
anotherinstitution which is adoptedby:

(A) an institution which is the resulting institution in

a plan of mergeror consolidationto which the institution using
the nameis a party, or

(B) an institution which is incorporatedunder this act in
pursuanceof a plan of segregatingthe banking businessand

the trust businessof the institution using the name.

Section 803. Changeof Nameof an Institution
(a) If an institution makesany changein its name, its new name

shall comply with the provisionsof section802.
(b) An incorporatedinstitution may changeits nameby an amend-

ment of its articles.An unincorporatedinstitution may changeits name,
with the approvalof the department,in the mannerprovided by law.

Section 804. Reservationof Name
(a) Right to reserve—Theexclusiveright to use a namepermitted

to be usedby an institution under this act may be reservedby an in-
dividual intending to incorporate an institution, by an institution in-
tendingto changeits nameor by a nationalbank or privatebank intend-
ing to convert into an institution.

(b) Method of reservation—Suchreservationmay bemadeby filing
with the Departmentof State an application to reservea specified name
executedby the applicant. If the Departmentof State finds that such

nameis available,it shall senda copy of the application to the Depart.-
ment of Banking. If the Departmentof Banking concludesthat the use
of the namecomplieswith the requirementsof section802 andis other-
wise consistentwith the purposesand provisionsof this act, it shall give
its written assentto the Departmentof State which shall then reserve

the namefor the exclusiveuseof the applicantfor a period of six months.
(c) Extensionof reservation—Anamewhich has beenreservedfor

a period of six monthspursuantto this sectionmay be reservedfor addi-
tional successiveperiodsof six monthseach,if prior to the expiration of
eachsuch period of six monthsthe applicant files with the Department
of State a statementexecutedby the applicant to the effect that the
proposedinstitution for which the name is intendedhas taken appro-
priate action to obtain, but has not received,all approvalsof regulatory

authorities requiredfor the businessin which the namewould be used.
(d) Transfer of right—The right to the exclusive use of a name

reservedpursuantto this section may be transferredto any one who
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would be entitled to reservesuch nameunder this section except for

such prior reservation,by filing with the Departmentof State a notice
of the transferwhich shall be executedby the transferorwho reserved
the name and which shall set forth the name of the transferee.The

Departmentof Stateshall senda copy of such notice to the Department
of Banking.

Section 805. Prohibitionof Adoption,Use or Advertisementof Certain
Names,Titles andDescriptions

(a) Deceptivenames—Nopersonshall adopt,use or advertiseany
name,title or descriptionwhich is deceptivelysimilar to the nameof an
institution subject to this act.

(b) Use of “bank”, “banking” or “trust”—No personengagedin
a financial businessand having an office located in Pennsylvaniashall
adopt, useor advertiseanyname,title or descriptionwhich containsany
of the words “bank”, “banking”, “banker” or “trust” or the plural of
any of suchwords except:

(i) an institution subject to this act,
(ii) a FederalReserveBank,
(iii) a nationalbank,
(iv) a FederalIntermediateCredit Bank, FederalLand Bank,

FederalHomeLoan Bank or a Bank for Cooperatives,
(v) the International Bank for Reconstructionand Develop-

ment,or
(vi) the Inter-AmericanDevelopmentBank.

(c) Namesin prior use—A personmay, without regardto the pro-
visions of subsections(a) and (b) of this section,use:

(i) its namelegally in use on the effective date of this act, or
(ii) in the caseof a corporation,a namelegally in use on the

effective date of this act by anothercorporation which is adopted
by the resultingcorporationin a plan of mergeror consolidationto
which the corporationusingthe nameis a party.
(d) Duty of Departmentof State—TheDepartmentof Stateshall

not approveas a corporatename, or register as a fictitious name, any
namewhich would violate the provisions of this section.

Section806. Effect of Chapter
(a) Supplementarylaw—The law of unfair competitionandunfair

practices,the principles of law andequity and the statutesof this Com-
monwealthwith respectto the right to acquireand protect tradenames
shall supplement,exceptto the extentthat they are in conflict with or
are supersededby, the provisionsof this chapter.

(b) Effect on corporateexistence—Thecorporate existenceof an
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incorporatedinstitution shallnot be affectedby the adoption of a name
in violation of this chapter.

(c) Jurisdictionof courts—Thecourt of commonpleasof Dauphin
County or of the county in which the institution has its principal place
of businessmay, upon applicationof the Attorney-Generalacting on his
own motion or at the instanceof any administrativedepartment,board
or commissionof the Commonwealth,enjoin an institution from usinga

name which violates this chapter, or a court of common pleas having
jurisdiction may, upon application of any person adversely affected,
enjoin a person from using a name, title or description which violates

this chapter.

Chapter9

Offices
Section 901. Application of Chapter

This chaptershallapply to, and the word “institution” in this chap-
ter shall mean,an institution subject to this act.

Section 902. AuthorizedOffices
An institution may not maintain any office for the conduct of its

businessother than:
(a) its principal place of businessdesignatedin its articles, or in the

caseof a private bankin its certificateof authorizationor in the caseof

an employes’mutual banking associationin a certificate issued by the
department,

(b) branchesauthorizedprior to the effective date of this act or
authorizedpursuantto this act, and

(c) offices, agenciesand otherplacesof businesswhich do not con-
stitute branchesas definedin this act.

Section 903. Changeof Location of Office
(a) Changeof principal placeof business—Aninstitution may,with

the prior written approval of the departmentand, in the case of an
incorporatedinstitution by amendmentof its articles,changethe location
of its principal place of businessto a new location:

(i) in thesamecity, incorporatedtown, boroughor township,or
(ii) in the samecounty or in a county contiguoustheretoif

(A) the total of its surplus,unallocatedreservesand un-

divided profits in the caseof a savingsbank,or its networth in
the caseof a private bankor employes’mutual bankingassoci-
ation, at least equalsa minimum amount specifiedby the de-
partment, or

(B) in the case of any other institution, its capital and

surplusare at least equal to the minimum capital and surplus
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whichwould be requiredby this act upon original incorporation
with a principalplaceof businessin the city, incorporatedtown,
boroughor townshipof the new location and,if the institution
has branches,it hasthe additionalcapital and surplusrequired

by this act for the establishmentof such branches.
(b) Changeof branch—Aninstitution may,pursuantto a resolution

of its boardof directorsor trustees,or in the caseof a private bank its
owners,andwith the prior written approvalof the department,change
the location of a branch to a new location:,

(i) in the samecity, incorporatedtown, boroughor village, or
(ii) in the county in which its principal place of businessis

locatedor in a county contiguousthereto, in the samemannerand
subject to the samerequirementsand limitations as are prescribed

by this act for the establishmentof branches.
(c) Temporarychangefor alterations—Aninstitution may,with the

prior written approvalof, and for a period fixed by, the department,
changethe location of its principal place of businessor of a branch to
permit the alteration or improvementof the premisesthen occupied by
such office.

(d) Discontinuanceof office—Upon the change of location of an
office pursuantto subsections(a) and (b) of this section, the institution
may not maintainan office at the former locationunlesssuchoffice shall

be authorizedas a branch pursuantto this act. If the location of the
principalplaceof businessof theinstitution is changedto anothercounty,
the institution may not maintain anyoffice in a county not contiguousto
the county of the new location.

Section 904. Authorization of New Branches

(a) Upon a mergeror consolidation,a conversionof a national bank
into an institution or a conversionof a private bank into an institution
authorized by this act, the resulting institution may, with the prior

written approvalof the department,maintain as branches,in addition
to its principal placeof business,every office which wasmaintainedprior
to the merger or consolidationby the parties thereto or prior to the
conversionby the nationalbank or private bank andwhich is locatedin

the samecounty as the principal place of businessof the resulting insti-
tution Or in a contiguouscounty.

(b) Exceptasprovidedin subsection(a) of this sectionand in section

907, aninstitution may establisha branchafter the effectivedateof this
act only in the samecounty in which its principal place of businessis
located or in a county contiguousthereto, and only upon compliance
with the following requirements:



910 Act No. 356 LAWS OF PENNSYLVANIA,

(i) the proposedbranchshallbe authorizedby resolution of its

boardof directorsor trustees,or in the caseof a private bank its
owners,

(ii) the institution, in the case of a bank, a bank and trust
companyor a trust company,shall have,in additionto the minimum
capital and surplus required under sections 1102 and 1103, the
additional amountsof capital and surplus required under section
906, or in the caseof a savingsbankshall haveat least the total of
surplus,unallocatedreservesand undivided profits requiredby the
departmentor in the caseof a private bank shallhave at least the
net worth requiredby the department,

(iii) if the locationof theproposedbranchis outsideof the city,

incorporatedtown, boroughor township in which theprincipal place
of businessof the institution is located, the institution shall give
written notice of the filing of the application for approvalof the
branch to eachother institution whoseprincipal place of businessis
locatedin the county of the location of the proposedbranch, and

(iv) the departmentshallgive its written approvalof thebranch
after the filing by the institution of an application for approvalin

a form prescribedby the departmentaccompaniedby any applicable
fee and after investigationby the department.

Section 905. Approval of Branch by Department

(a) Investigation and discretionary hearings—Uponreceipt of an
application for approvalof a branch which satisfies the requirements
of this act, the departmentshall conduct such investigation as it may
deemnecessaryand, in its discretion,may hold hearingsbefore the de-
partmentor before the Banking Board.

(b) Discretionto disapprovein certain cases—Thedepartmentmay,
in its discretion,disapprovean applicationby an incorporatedinstitution
if the location of the proposedbranchwould be in a county contiguous

to the county in which the principal place of businessof the institution
is locatedand if an incorporatedinstitution which has its principal place
of businessin the county in which the proposedbranchwould be located

hasin good faith notified the departmentof its intention to establisha
branchin the samecity, incorporatedtown,boroughor townshipin which
the proposedbranchwould be located.

(c) Action by department—Withinsixty days after receipt of the
application or such longer period as may be required for any hearing
which the departmentmay hold, the departmentshall, except as pro-

vided in subsection(b) of this section,approvethe application if it finds
that thereis a needfor bankingservicesor facilities such as arecontem-



SESSION OF 1965. Act No. 356 911

platedby the establishmentof the proposedbranchand that the require-
mentsof this act havebeencompliedwith but shall otherwisedisapprove
the application.If the departmentapprovesthe application,it shall issue
to the institution a letter of authority to establish the branch. If the
departmentdisapprovesthe application,it shall give the institution writ-
tennoticeof its disapprovalanda statementin detailof the reasonsfor its
decision.The decisionof the departmentshall be final and shall not be
subject to review except by the SupremeCourt upon broad certiorari.

(d) Time for establishmentof branch—Aninstitution may establish
a branchpursuantto approvalof the departmentunder this sectionnot
laterthanaix ‘monthsafter thedateof the letter of authority or within
such longer period as the departmentshall allow for good cause.The
institution shall deliver to the departmenta certificateof the establish-
ment of the branchin a form prescribedby the department.

(e) Discontinuanceof branch—An institution may, pursuant to a
resolutionof its boardof directorsor trusteesor, in the caseof a private
bank, its owners,and with theprior written approvalof the department,
discontinuethe operationof a branchupon such prior public notice of at
least thirty days as the departmentshallprescribe.The institution shall
deliverto the departmenta certificateof the discontinuanceof the branch

in a form prescribedby the department.
(1) Recordof branches—Thedepartmentshallmaintain a recordof

the numberand locationof all branchesof’ institutions.

Section 906. Minimum Financial Requirementsfor Establishmentof
Branch

(a) A bank,a bankand trust companyor a trust companymay not
establishabranchin the samecity, incorporatedtown,borough,village or
place in a townshipother than a village in which its principal place of

businessis locatedunlessit hasthe minimumcapitalandsurplusrequired
by sections1102 and 1103 of this act.

(b) An institution may not establisha branchoutsidethe city, incor-

poratedtown, borough,village or placein a townshipother thana village
in which its principalplaceof businessis located,unlessit has,in the case
of a savingsbank,at leastthe surplus,unallocatedreservesandundivided
profits, or in the caseof a private bank, at least the net worth required
by the departmentandin the caseof a bank, a bankand trust company
or a trust companyunlessit has in additionto the minimumcapital and
surplus required under sections 1102 and 1103 at least the following
amount of capital and an amount of surplusequal to one half of such

additional amount of capital, applicablein each case according to the

‘“month” in original.
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populationof the city, incorporatedtown, borough,village or place in a
townshipother than a village in which the branch is located:

Population Required Capital
Bank and Trust Company

Bank or Trust Company

Less than 5,000 $ 25,000 $ 75,000
5,000to 6,000 $ 50,000 $150,000
6,000 to 50,000 $100,000 $200,000
Over50,000 $200,000 $300,000
For the purposeof this subsection,the populationof a city, incorporated
town, borough,village or place in a township other than a village may
be establishedby the lastUnited Statescensus,the report of any govern-
mental agencyor any banking publication of state-wideor national cir-
culation.
Section 907. BranchesOutsidePennsylvania

(a) A private bank which on the effective dateof this act lawfully
maintainsbranchesin any other state or foreign country may continue
to maintain such branches,subject to the laws of such other state or
foreign country.

(b) An institution may maintain an office outsidethe statesof the
United Stateswith the prior written approvalof the departmentand
subject to an agreementsatisfactory to the departmentproviding for
the times, method and reimbursementof expensesof examination of
suchbranch.

Chapter 10

Incorporation
Section 1001. Application of Chapter

This chaptershall apply to, and the word institution in this chapter
shallmean,an institution which shallbe incorporatedunder this act.

Section 1002. Incorporators

(a) An institution may be incorporatedby:
(i) fifteen or more adults, in the caseof a savingsbank, and

(ii) threeor more adultswho shall eachsubscribeto sharesof
common stock with an aggregatepar value of at leastone thousand
dollars ($1,000),in the caseof any otherinstitution.
(b) At least two-thirds of the incorporatorsshall be citizens of the

United Statesor its territoriesor possessionsandat least two-thirds shall
be residentsof Pennsylvania.
Section 1003. Prohibition of Promoters’Fees

(a) Prohibitedfees—An institution shallnot payany fee,compensa-

tion or commissionfor promotion in connectionwith its organizationor
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apply any moneyreceivedon accountof sharesor subscriptionsfor shares

to promoters’ fees for obtaining subscriptions,selling sharesor other
servicesin connectionwith its organization,except legal fees and other
usualand ordinary expensesnecessaryfor its organization.

(b) Affidavit of incorporators—Amajority of the incorporatorsshall
file with the departmentat the time of filing of the articlesan affidavit:

(i) setting forth all expensesincurred or to be incurred in con-
nectionwith the organizationof the institution, subscriptionsfor its
sharesand sale of its shares,and

(ii) statingthat no fee, compensationor commissionprohibited
by subsection(a) of this sectionhas beenpaid or incurred.
(c) Disapprovalof articles—In theeventof a violation of this section

the departmentmay disapprovethe articles on accountof such violation.

Section 1004. Articles of Incorporation

(a) Execution—Articlesof incorporationshall be signedby at least
five of the incorporatorsin the case of a savings bank and by each of
the incorporatorsin any other case.

(b) Contents—Thearticlesshall set forth in the English language:
(i) the nameof the institution;

(ii) the location and post office addressof its principal place
of business;

(iii) a brief statementof the purposeor purposesfor which it
is incorporatedand that it is incorporatedunder the provisionsof
this act;

(iv) the term for which it is to existwhich may be perpetual;
(v) exceptin the caseof a savingsbank, the aggregatenumber

of shareswhich the institution shall have authority to issue and
(A) if the sharesare to consistof one classonly, the par

value of eachof the shares,or
(B) if the sharesare to be divided into classes,the number

of sharesof each class, the par value of each share of each
class,a descriptionof eachclassand a statementof the prefer-
ences,redemptionprovisions,qualifications,limitations, restric-
tions and the specialor relative rights grantedto or imposed

upon the sharesof eachclass;
(vi) the name, occupation, citizenship, place of residenceand

post-office addressof each incorporator and, except in the case of

a savingsbank,the numberof sharesto which~hehassubscribed;
(vii) the name, occupation,citizenship, place of residenceand

post-officeaddress,in the caseof a savingsbank, of eachof the first

trusteesand,in any other case,of eachof the first directorswho
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shall serve until the first annualmeeting;
(viii~exceptin the caseof a savingsbank, any provisionwhich

the incorporators may choose to insert granting to shareholders
preemptiverights to subscribeto issuesof sharesor securitiesof ‘the

institution; and
(ix) any provision not inconsistentwith law which the incor-

poratorsmay choose to insert for the regulation of the internal
affairs and businessof the institution.

Section 1005. Application for Approval by Department
The incorporatorsshall makean application to the departmentfor

approvalof the proposedinstitution in amannerprescribedby the depart-
ment and shall deliver to the departmentwhen available:

(a) the articlesof incorporation;
(b) the affidavit required by section 1003;
(c) evidenceof reservationin the Departmentof State of the name

of the proposedinstitution;
(d) applicablefeespayableto the departmentin connectionwith the

articlesand with the conduct of the investigationrequired by section
1007; and

(e) as soonas available, proof of publication of the advertisement
requiredby section1006.

Section 1006. Advertisement
(a) The incorporatorsshall advertise their intention to deliver, or

the delivery of, articles of incorporationwith the departmentonce in
eachnewspaperin which such advertisementis requiredto be published

in accordancewith section 109 of this act.
(b) The advertisementshall appearprior to, or within sevendays

after, the dateof delivery of the articles to the departmentand shall set
forth briefly:

(i) the nameof the proposedinstitution,

(ii) a statementthat it is to be incorporatedunder the pro-
visions of this act,

(iii) the purposeor purposesof the institution,

(iv) the namesand addressesof the incorporatorsand of the
first directors or trusteesas they appear, or will appear, in the

articles, and
(v) the dateof delivery of the articles to the department.

Section 1007. Approval of ProposedInstitution by Department
(a) Upon receipt of an application for approvalof a proposedinsti-

tution the departmentshall conduct such investigationas it may deem
necessaryto ascertainwhether:
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(i) the articles and supportingitems satisfy the requirements
of this act;

(ii) the convenienceandneedsof the public will be servedby
the proposedinstitution;

(iii) the population density or other economiccharacteristics
of the areaprimarily to be servedby the proposedinstitution afford

reasonablepromiseof adequatesupportfor the institution;
(iv) the characterandfitnessof the incorporators,of the direc-

tors or trusteesand of the proposedofficers are suchas to command
the confidenceof the communityand to warrant the belief that the

businessof the proposedinstitution will be honestly and efficiently
conducted;

(v) therehas beenor will be any violation of section1003;
(vi) exceptin the caseof a savingsbank, the capital structure

of the proposedinstitution is adequatein relation to the amount and

characterof the anticipatedbusinessof theinstitution andthe safety
of prospectivedepositors;and

(vii) the proposedinstitutionwill havesufficient personnelwith
adequateknowledgeandexperienceto administerfiduciary accounts,
if the institution wereauthorizedto act as fiduciary.

(b) Within sixty days after receipt of the articles the Department
of Bankingshallmakeadeterminationwhether to approveor disapprove
the proposedinstitution on the basis of its investigation. In giving ap-
proval, the departmentmay imposeconditionsto be satisfiedprior to the
issuanceof a certificateof authorizationunder section 1010. If the De-
partmentof Bankingshallapprovethe proposedinstitution with or with-

out conditions, it shall deliver the articles with its written approvalof
the articles to the Departmentof State and notify the incorporatorsof
its action. If the Departmentof Banking shall disapprovethe proposed
institution, it shall give written notice to the incorporatorsof its disap-

proval and a statementin detail of the reasonsfor its decision. The
decisionof the Departmentof Banking shallbe conclusiveand shallnot
be subject to review except by the SupremeCourt upon broadcertiorari.
Section 1008. Issuanceof Certificate of Incorporation

If all the taxes, fees and chargesrequiredby law shall have been

paid andif the nameof the proposedinstitution continuesto be reserved
or is availableon the recordsof the Departmentof State,the receipt of
the articles by the Departmentof State with the written approvalof
the Departmentof Banking, shall constitutefiling of the articles with
the Departmentof State asof the dateand time of receipt or as of any
later dateand time specifiedby the Departmentof Banking. The Depart-
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ment of State shall immediately issue to the incorporatorsa certificate
of incorporation,as of the date and time of filing, with the approved
articlesattachedtheretoandshall makeandretaina copy of such certifi-

cate and articles.

Section 1009. Effect of Filing of Articles in Departmentof State and
of Certificate of Incorporation

(a) As of the filing of the articlesin the Departmentof State, the
corporateexistenceof the institution shall begin and,except in the case

of a savingsbank,thosepersonswho subscribedfor sharesprior to such
filing of the articles, or their assignees,shall be shareholdersin the

institution.
(b) The certificateof incorporationshall be conclusiveevidenceof

the fact that the institution has beenincorporatedbut proceedingsmay
be instituted by the Commonwealthto dissolve,wind up and terminate
an institution which should not have beenincorporatedunder this act
or which was incorporatedwithout a substantialcompliancewith the
conditionsprescribedby this act as precedentto incorporation.
Section 1010. Certificate of Authorization to Do Business

(a) Until receipt of a certificateof authorizationissuedby the de-
pãrtment,an institution shall not acceptdeposits, incur indebtednessor
transactany businessexcept such businessas is incident to its organiza-
tion or to the obtainingof subscriptionsand paymentfor its sharesand
other securities—subjectto the penalty provisionsof this act.

(b) The departmentshall issue to an institution a certificate of au-
thorizationto do businesswhen:

(i) except in the caseof a savingsbank, capital of the institu-
tion shall have been fully paid in, in an amount specified by the

departmentand in no eventless than the minimum capital for the
institution under the provisions of section 1102 and, in addition,
thereshallhavebeenpaid in:

(A) surplusin an amountnot less than fifty percentof the
capital paid in,

(B) an expensefund in an amount fixed by the depart-
ment at not less than five percentof the capital paid in, and

(C) the proceedsof capital securities,if any, which were
consideredpart of the capital structure of the institution by

the departmentundersection1007(a)(vi) in giving its approval
of the proposedinstitution;

(ii) an expense.fund, in the case of a savingsbank,shall have
beenpaid in, in an amount fixed by ‘the department,subject to reim-

bursementto the contributorsthereofonly out of earningsafter the
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savingsbank has accumulatedout of earningsan expensefund at
least equalto the amount of the original expensefund andsurplus
in an amountat leastequal to the amountof such expensefund;

(iii) amajority of the directorsor trusteeshavetaken the oath
or affirmation requiredby section 1406;

(iv) the by-laws of the institution have been filed with the
department;

(v) the institution hasbeenorganizedand is ready to begin the
businessfor which it wasincorporated;

(vi) all conditionsimposedby the departmentin giving its ap-
proval of the proposedinstitution under section 1007 have been
satisfied; and

(vii) the departmenthas received an affidavit signed by the
cashieror treasurerand by at l’east a majority of the directorsor
trusteesof the institution to the effect that all of the foregoingre-

quirementsof this subsectionhavebeen satisfied.

Section 1011. OrganizationMeetings
(a) After the filing of the articlesin the Departmentof State,the

first meetingof the shareholdersshall be heldwithin this Commonwealth
at the call of the shareholderswho were theincorporators,or a majority

of them, for the purposeof adopting such by-laws as this act and the
articles require to be adoptedby the shareholdersand for such other
purposesasshall be statedin thenotice of the meeting.The shareholders
who call the meetingshall give to eachshareholderat least five days’
written notice of the time andplace of the meeting.

(b) After the filing of the articlesin the Departmentof State, an
organization meeting of the board of directors or trusteesnamed in
the articles shall be held within this Commonwealthat the call of a
majority of the directors,for the purposeof adoptingsuchby-lawsas the
articles authorizethe directors or trusteesto adopt,of electing officers
andof transactionof suchotherbusinessas may comebeforethe meeting.
The directorsor trusteeswho call the meetingshallgive to eachdirector
or trusteenamedin the articlesat leastfive days’ written notice of the
time and place of the meeting.

Chapter 11
Capital, Surplus, ExpenseFund and Capital Securities

Section 1101. Application of Chapter
This chaptershallapply to, andtheword “institution” in thechapter

shall mean,a bank,a bankand trust companyand a trust company.
Section 1102. Minimum Capital

(a) Existing institutions—Theminimum capital of an institution in
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existenceon the effectivedateof this act shall be:

(i) the amount required by subsection(b) of this section,or
(ii) such lesseramount as the institution had on the effective

dateof this act but not lessthan the minimum amount requiredby
law prior to such effective date.

(b) New institutions—Theminimum capital of an institution which
is incorporatedpursuantto this act, or of a bank which becomesa bank
andtrust companypursuantto this act, shalldependupon the population,
accordingto the lastUnited Statescensus,of the city, incorporatedtown,
boroughor township whereits principal place of businessis locatedand
shall be as follows:
Populationof Locationof BankandTrust Company
PrincipalPlaceof Business Bank or TrustCompany

Lessthan 6,000 $ 50,000 $150,000
6,000 to 50,000 $100,000 $200,000
More than 50,000 $200,000 $300,000

Section 1103. Surplus
(a) An institution:

(i) shall at all times maintain surplus in an amount which is
equal to at least the amount of its capital, except as provided in

section1010(b)as to the initial surplusof a new institution, and
(ii) shallnot by actionof theinstitution reducesurpluswithout

approvalof the departmentand in no eventto an amount lessthan
the amount of its capital.
(b) If the surplus of an institution is at any time less than the

amountof its capital, the institution shall, until surplusis equal to such
amount, transferto surplus an amount which is at least ten percent of
the net earningsof the institution for the period since the end of the
last fiscal year or for any shorterperiod since the last declarationof a

dividend:
(i) prior to the declarationof any dividend, and
(ii) in any event, at the end of eachfiscal year.

Section 1104. ExpenseFund
The expensefund requiredundersection1010(b)of this act shall be

createdout,of the portion of amountspaid for sharesof common stock
which is in excessof onehundredfifty percentof the par value of such
shares.Such expensefund may be chargedfor expensesincurred by the
institution in connectionwith its incorporationand operationand any
balancein such fund at any time after the expiration of oneyear from
the dateof the issuanceto the institution of a certificateof authorization
to do businessmay be credited to undividedprofits.
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Section 1105. Capital Securities
Notes,debenturesandotherobligationsissuedby aninstitution shall

be deemed“capital securities” for the purposeof this act if they:
(a) are subordinatedin right of payment,in the event of insolvency

or liquidation of the institution, to the prior paymentof all depositsof

the institution and of all claims of other creditors of the institution
except the holdersof securitieson a parity therewithand the holdersof

securitiesexpresslysubordinatedthereto,
(b) are authorizedby the samevotes of directorsand shareholders

as thoserequiredfor authorizationof an increasein capital stock of the

institution,
(c) contain provisionsfor amortization, serial maturities, transfers

to a sinking fund, allocation of reservesor otherprovisions sufficient to

pay or to have paid at maturity all amountsdue thereon,and
(d) are approvedby the departmentprior to the issue thereof.

Chapter 12

Sharesand Shareholders

Section 1201. Application of Chapter
This chaptershallapply to, andtheword “institution” in this chapter

shallmean,a bank,a bankandtrust compan~randa trust company.

Section 1202. Classesof Shares
(a) Types of shares—Aninstitution may createand issue:

(i) common shareswith par value, and
(ii) one or moreclassesof preferredshares,all of which shall

be shareswith par value and any or all of which may consist of
shareswith full, limited, multiple, fractional or no voting rights
and with such designations,preferences,qualifications, privileges,
limitations, redemptionprovisions, options, conversionrights and
other specialrights as shallbe statedor authorizedin the articles.
(b) Redemptionof preferredshares—Anypreferred sharessubject

to redemptionshall be redeemableonly pro rata or by lot or by such
other equitablemethod as is selectedby the boardof directors, except
asotherwiseprovidedin the articles.

(c) Statusof shares—Sharesof an institution shall be deemedper-
sonalproperty. Exceptas otherwiseprovided in the articles, eachshare
shallbe in all respectsequal to every othershare.

(d) Method of Issue—Unlessthe articles or by-laws otherwisepro-
ride, the boardof directorsmay, by resolution duly adopted,issue from
time to time, in whole or in part, the sharesauthorizedby the articles.

(e) Increaseor decrease—Thepowerto increaseor decreaseauthor-
ized capital as providedin, and subject to the limitations of, chapter15



920 Act No. 356 LAWS OF PENNSYLVANIA,

of this act shall apply to all or any sharesauthorizedby this section.
Section 1203. Considerationfor Shares

(a) Minimum requirements—Exceptin the caseof a distribution of
sharesof theinstitution authorizedby section1303 or sharesissuedupon
exchangesor conversions,sharesof an institution may be issuedonly for
cashin an amount,or for the assetsof anotherinstitution or of a national

bank with a value, which shall be at least:
(i) in the caseof the issuanceof commonshareseither:

(A) the par valu’e of thesharesif the surplusof the insti-
tution will be at least equalto its capital after the issuanceof
the shares,or

(B) theparvalueof the sharesandsuchadditional amount

up to fifty percentof the par value of the sharesas may be
requiredto provide surplus equal to capital after the issuance

of the shares,or
(C) the par value of the sharesand an additional amount

equal to fifty percent of the par value of the sharesif the
surplusof the institution will not be at leastequalto its capital
after the issuanceof the shares,and

in the caseof a new institution, such additionalamount asmay be
necessaryto providethe expensefund requiredby section1010(b)(i)
of this act; and

(ii) in the case of the issuanceof preferred shares,the par

value thereof.
(b) Treasuryshares—Treasurysharesmay be sold for the amount

fixed by the directors.
(c) Considerationfor sharesissuedupon exchangesand conversions

—The considerationfor the issuanceof sharesin exchangefor or on
conversionof other sharesof the institution or obligationsof the insti-
tution shall be deemedto be theconsiderationoriginally receivedfor the
sharesor obligations surrenderedin exchangeor converted,plus any
additional considerationpaid to the institution upon the issuanceof such
sharesfor the other sharesor obligations surrenderedin exchangeor
converted,plus, in the caseof an exchangeor conversionof shares,the
amounts,if any, transferredto surplusupon the issuanceof such shares
for the other sharessurrenderedin exchangeor converted.In any such
case the considerationshall be not less than the minimum specified in
subsection(a) of this section. Any amount by which capital may be
reducedupon an exchangeor conversionof sharesshall be transferred
to surplus.

Section 1204. Payment of Subscriptionsand Default in Payment of
Subscriptionsfor Shares
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The provisionsof the BusinessCorporationLaw applicableto pay-

ment of subscriptionsfor sharesof stockand default in paymentof such
subscriptionsshall apply to the paymentof subscriptionsfor sharesof
an institution and the rights of the institution in the eventof default in
payment of subscriptionsfor shares, except that referencesin those
provisionsto a “corporation” shall mean an institution as defined for
the purposeof this chapterand referencesto the “registeredoffice” of

a corporationshallmeanthe principal office of the institution and except
that any advertisementprovided for under those sectionsshall comply
with the requirementsfor advertisementsundersection 109 of this act.

Section 1205. ShareCertificates

(a) Contents—Thesharesof an institution shall be representedby
sharecertificateswhich shall in every casecontain:

(i) a statementthat the institution is incorporatedunder the
laws of this Commonwealth,

(ii) ‘the nameof the registeredholder of the sharesrepresented

thereby,

(iii) the numberandclassof shareswhich the certificaterepre-

sents, and

(iv) the par value of each share represented,
andif the institution is authorizedto issuesharesof more thanone class,
the certificateshall containon the faceor backeithera full or a summary
statement,or a statementthat the institution will furnish to any share-
holder upon requestand without chargea full statement,of the desig-
nations,preferences,limitations and relativerights of the sharesof each
classauthorizedto be issued.

(b) Execution—Everysharecertificate shall be signedby the presi-

(lent and secretaryor by such officers as the by-laws may provide and
sealedwith the corporate seal which may be a facsimile, engravedor
printed, but if the certificateis signedby a transferagentor a registrar,
the signatureof any officer of the institution on the certificatemay be

a facsimile, engravedor printed.

(c) Signatureof former officer—In case any officer who has signed

or whose facsimile signaturehas been placed on any share certificate
shallhaveceasedto be suchofficer before the certificateis issued,it may
be issuedby the institution with the sameeffect as if the officer had not
ceasedto be such at the dateof its issue.

(d) Right to certificate—Everyshareholderof record shall be en-
titled to a sharecertificate representingthe sharesownedby him but a
certificateshallnot be issuedby aninstitution to a shareholderuntil the
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sharesrepresentedthereby havebeenfully paid for.
Section 1206. Issuanceof Fractional Sharesor Scrip

(a) Authorization—An institution mayissuea certificate for a frac-

tional shareand,by action of its board of directors, may issue in lieu
thereof scrip or other evidenceof ownership,in bearerform or in the
nameof the holder, which:

(i) shallentitle the beareror holder to receivea certificatefor
a full shareupon the surrenderof such scrip or other evidenceof
ownershipaggregatinga full share,

(ii) shall entitle the bearer or holder to participate propor-
tionately in the assetsof the institution in the eventof liquidation,

and
(iii) shallnot entitle the holder to exerciseany voting right or

to receive dividends.

(b) Conditions—The board of directors may cause such scrip or
evidenceof ownershipto be issuedsubject to:

(i) the conditionthat it shall becomevoid if not exchangedfor
sharecertificatesbefore a specifieddate,

(ii) the condition that after such specified date the sharesfor
which such scrip or evidenceof ownershipis exchangeablemay be
sold by the institution and the proceedsthereof distributedto the

bearersor holdersof such scrip or evidenceof ownership, and
(iii) other conditions which the boardof directorsmay deem

,advisable.

Section 1207. Liability of Subscribersand Shareholders
A subscriberto, or holder of, sharesof an institution shall haveno

liability with respectto such sharesother than the obligation of comply-
ing with the termsof the subscriptionfor suchshareswhich shallbe the
sameas the obligation on a sharesubscriptiongovernedby the Business
Corporation Law.

Section 1208. PreemptiveRights of Shareholders

(a) Unlessotherwiseprovidedin its articles,an institution may issue

shares,option rights or securities having conversionor option rights
without first offering them to shareholdersof any class.

(b) Sharesor securitieswhich havebeenofferedto shareholderswho
have preemptiverights thereto and which have not been subscribedto
within the time fixed by, or pursuantto, the articles,may be thereafter
offeredfor subscriptionto anypersonat a priceandupon termsnot more
favorablethan thoseat which they wereoffered to suchshareholders.

Section 1209. Meetingsof Shareholders
(a) Place—Meetingsof the shareholdersof an institution shall be
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held at such place within the Commonwealthas shall be fixed by the
by-lawsor by the board of directorspursuantto the by-laws or, if none

is so fixed, at the principal place of businessof the institution.
(b) Annual meeting—Thereshall be at least one meeting of share-

holdersin eachcalendaryear for the electionof directors. The time of

such annualmeetingshall be fixed by the by-laws or by the board of
directorspursuantto the by-laws. If the annual meetingshall not be
calledand held during any calendaryear, any shareholdermay call such
meetingat any time thereafter.

(c) Specialmeetings—Specialmeetingsof the shareholdersmay be
called at any time by the president,by the board of directors, by the
shareholdersentitled to cast at least one-fifth of the votes which all
shareholdersare entitled to east at the particular meeting or by such
other officers or personsas the by-laws may provide. Upon the written

requestof a personor personswho areentitled to call a specialmeeting,
the secretaryshall fix the dateof suchmeetingto be held not more than

sixty days after the receipt of the requestand shall give due notice
thereof. In the event of the secretary’sfailure within thirty days after
the receipt of the requestto fix the date or give the notice, the person
or personsentitled to call the meetingmay do so.

(d) Adjournments—Anymeetingmay be adjournedfor any period
except that a meetingat which directorsare to be elected may be ad-
journed only from day to day or for such longer periods not in excess
of fifteen days each as may be directed by the shareholderspresentin
personor by proxy who are entitled to cast at least a majority of the
voteswhich all such shareholderswould be entitled to cast at an election
of directors,until such directorshavebeenelected.

Section 1210. Notice of Meetingsof Shareholders

Written notice of eachmeeting of shareholdersshall be given to

eachshareholderof record entitled to vote at the meeting at least five
daysprior to the datethereof,unlessa longerperiodof notice is required
b~the articles, by-laws or other provisionsof this act. Notice of an ad-
journed meetingand of the businessto be transactedat such meeting
may be given by announcementat the meetingat which the adjournment

is takenunlessotherwiseprovided in the articles or by-laws.

Section 1211. Quorum of and Action by Shareholders
(a) Requirement—Ashareholders’meetingduly called shall not be

organizedfor the transactionof businessunlessa quorumis present.
(b) Constitutionof quorum—Unlessotherwiseprovided in the arti-

clesor in a by-law adoptedby the shareholders:
(i) the presence,in personor by proxy, of shareholdersentitled
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to cast at least a majority of the votes which all shareholdersare
entitled to cast on a particularmattershall constitutea quorumfor
the purposeof consideringsuch matter, except as provided in sub-

section(c) of this section;
(ii) at a duly organizedmeeting, the acts of the shareholders

presentwho are entitled to cast at least a majority of the votes
which all shareholderspresentare entitled to cast shall be the acts
of the shareholders,except as otherwiseprovided in this act;

(iii) the shareholderspresentat a duly organizedmeetingmay
continue to do businessuntil adjournment, notwithstanding the
withdrawalof enoughshareholdersto leavelessthan a quorum; and

(iv) if a meetingcannot be organizedfor lack of a quorum,
thosepresentmay,except asotherwiseprovidedin this act, adjourn
the meetingto such time and place as they may determine.

(c) Adjournedmeetingsto elect directors—Inthe caseof a meeting
for the election of directors which is twice adjourned for lack of a

quorum, those presentat the secondof such adjournedmeetingsshall
constitutea quorum for the electionof directorswithout regardto the
other quorum requirementsof this section,the articlesor by-laws.

Section 1212. Voting Rights of Shareholders

(a) Right to vote—Exceptas otherwiseprovided in the articles or
in this act, every shareholderof record shall have the right at every
shareholders’meeting to one vote for each share standingin his name
on the booksof the institution. A shareholdermay vote in personor by
proxy and shall not sell his vote or executea proxy for any sum of
money or anything of value.

(b) Proxy voting—A proxy:
(i) shall be in writing and filed with the secretaryof the insti-

tution,

(ii) shall, unlesscoupled with an interest,be revocableat will
upon notice receivedby the secretary,notwithstandingany agree-
ment to the contrary,

(iii) shall be valid for eleven months or such longer period
provided therein not in excess of three years from the date of
execution,unlessrevokedearlier or unlesscoupledwith an interest,
and

(iv) shall not be revokedby the deathor incompetenceof the
makerunless,before the vote is countedor the authority exercised,
written noticeof suchdeathor an adjudicationof suchincompetence
is receivedby the secretary.

A proxy coupled with an interest shall include an unrevokedproxy in
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favor of a creditor of a shareholderand such a proxy shall be valid so

long as the debtowedto the creditor remainsunpaid.

(c) Sharescalledfor redemption—Exceptasprovidedin the articles,
redeemableshareswhich have beencalled for redemptionshall not be
entitled to vote on any matterandshallnot be deemedoutstandingshares
afterwritten noticehasbeengiven to the holdersthereofthat suchshares
have been called for redemption and that payment of the redemption
pricehasbeenprovidedfor andaftersuchpaymenthasbeenprovidedfor.

Section1213. Election of Directors; CumulativeVoting

(a) Electionsof directorsneednot be by ballot, except as otherwise
provided in the by-laws or upon demandmadeby a shareholderat the
electionand before the voting begins.

(b) In eachelectionof directors,every shareholderentitled to vote
shallhave the right, in personor by proxy, to multiply the numberof
votes to which he may be entitled by the total numberof directorsto be
electedin the sameelectionby the holdersof the classor classesof shares
of whichhis sharesarea part, andhemay castthe whole numberof such
votes for one candidateor he may distribute them among any two or
more candidates.The candidatesreceiving the highest numberof votes
from eachclassor group of classesentitled to elect directorsseparately,

up to the numberof directorsto be electedin the sameelectionby such
classor groupof classes,shall be elected.

Section1214. Voting by Fiduciariesand Pledgees
(a) Sharesstandingin the nameof a fiduciary may be voted either

in personor by proxy of the fiduciary.
(b) A shareholderwhosesharesarepledgedshallbe entitled to vote

the shares,in personor by proxy, until they have beentransferredon
the books of the institution and thereafter the transfereeshall be en-
titled to vote the sharesin personor by proxy.

Section1215. Voting by Joint Holders of Shares
(a) Shareswhich are held jointly or as tenantsin common by two

or morepersons,as fiduciaries or otherwise,shallbe deemedto be repre-
sentedfor the purposeof determining a quorum if one or more such
personsare presentin personor by proxy. Except as provided in sub-
section(b) of this section, the vote of all such sharesshall be the vote
castby suchpersonor a majority of suchpersonsbut if suchpersonsare
equallydivided upon the mannerof voting, the vote of the sharesheld
by them shall be divided equallyamongsuch persons,without prejudice
to the rights of suchjoint ownersor the beneficial ownersthereofamong
themselves.

(b) Upon the filing with the secretaryof the institution of a copy,
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certified by an attorney-at-lawto be correct, of the relevantportions of
the agreementunder which such sharesare held or of the instrument
or decreeof court by which the fiduciarieswereappointed,or of a decree

of court directing the voting of such shares, the personsspecified as
having such voting power in the latest such documentshall be entitled
to vote such sharesin accordancetherewith.

Section 1216. Voting SharesHeld by IncorporatedInstitutions and

Other Corporations
(a) An incorporatedinstitution or other corporation which holds

sharesof an institution, or an incorporated institution which holds
sharesof a corporation,may’ vote the sharesby:

(i) its presidentor a vice-presidentin the caseof an incorpor-
atedinstitutionor any of its officers in the caseof any othercorpora-
tion,

(ii) a proxy appointedby its president~r a vice-presidentin the
caseof anincorporatedinstitution or by anyofficer in thecaseof any
othercorporation,or

(iii) a personappointedits generalor specialproxy by resolu-

tion of its boardof directorsor trusteesor a provisionof its articles
or by-laws, a copy of which, certified to be correctby one of its
officers, shall have been filed before the vote is taken with the
secretaryof the institution or corporationin which the sharesare
held.
(b) Treasurysharesof an institution shall not be voted directly or

indirectly at any meetingand shall not be countedin determining the
total numberof outstandingsharesfor voting purposesat any time.

Section 1217. Determinationof Shareholdersof Record
(a) The board of directors of an institution may, except as other-

wise provided in its by-laws, fix a date for the determination of the
shareholdersentitled to receivenotice of and to vote at any meeting
or to receive any dividend, distribution or allotment of rights or a

datefor any change,conversionor exchangeof sharesby:
(i) fixing a recorddatenot more than forty daysprior thereto,

or
(ii) closing the books of the institution against transfers of

sharesfor all or part of such period by giving notice to eachshare-
holderof record at least ten days before the closing of the books.

(b) If no date for determinationof shareholdersof record is fixed
by the by-lawsor pursuantto subsection(a) of this section, transferees
of shareswhich are transferredon the books of the institution within
ten days of the dateof a meetingof shareholdersshall not be entitled
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to receivenotice of, or to vote at, the meeting.
Section 1218. Voting Lists

(a) The officer or agent having chargeof the transfer books for
sharesof an institution shall at least five days before eachmeeting of
shareholdersmake a list of the shareholdersentitled to vote at the
meeting, arrangedin alphabeticalorder with the addressof and number
of sharesheld by eachshareholder.Suchlist shall beavailablefor inspec-

tion by any shareholderfor any properpurpose:
(i) at the principal place of businessof the institution at

any time during normalbusinesshours,and

(ii) at the time and place of the meeting during the whole
time of the meeting.
(b) The original share ledger or transfer book, or a duplicate

thereofkept in this Commonwealth,shall be prima facie evidenceof the
shareholdersentitled to examinesuchlist or the shareledgeror transfer
book or to vote at anymeetingof shareholders.

Section 1219. Voting Trusts
(a) Agreement—Twoor more shareholdersof an institution may,

upon the termsandconditionsstatedin an agreementin writing, transfer
their sharesto one or more voting trusteesother than the institution
for the purposeof vesting in the ‘transferee or transfereesvoting or
otherrights in respectof such sharesfor a period not in excessof ten
years.

(b) Sharecertificates—Upon the surrenderof the certificates for
the sharesso transferred,new certificatestherefor shallbe issuedin the
nameof the voting trustee or trusteesnamed in the agreementwho
thereuponshallhaveall’ voting andother rights in respectof the shares
for the period specified in, and subject to the terms and conditionsof,

the agreement.The fact that the new certificatesare issued pursuant
to the agreementshall be noted in the certificatesand in the transfer
booksof the institution.

(c) Voting trust certificates—Thevoting trustee or trusteesmay

execute and deliver to the transferorsvoting trust certificates which
shall be transferablein the samemannerand with the sameeffect as
certificatesfor shares.

(d) Trustees—Exceptas otherwiseprovided in the agreement,the
voting trusteeor trustees:

(i) may vote in personor by proxy,
(ii) shall, if there is more than one, be subject to the pro-

visions of section1215 governingvoting by joint holdersof shares.

‘“trnsferee” in original.
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(iii) shall fill vacanciesamong the trusteesby the remaining
trustees,and

(iv) shall incur no liability as trusteesexcept for their own

neglect or malfeasance.
(e) Extensions—Atany time within one year prior to the time of

expirationof a voting trust agreementas originally fixed or as extended
in accordancewith this subsection(e) oneor moreof the beneficialowners
of the sharescoveredby theagreementmay, by agreementin writing and

with the written consentof the voting trusteeor trustees,extendthe
duration of such agreementfor an additional period not in excess of
ten years. New certificates for sharessubject to such extension agree-
ment shall be issued in the mannerprovided in subsection(b) of this
section.An extensionagreementshall not affect rights or obligationsof
any personnot a party thereto.

Section 1220. Judgesof Election

(a) A judge or three judges of election, and an alternateor alter-
natesto act in the event of a vacancy,may be appointed:

(i) in advanceof eachmeetingof shareholdersby the board

of directors,or
(ii) if the boardof directorshas not done so, at the meeting

by the chairmanof themeetingexceptthat in suchcase,the holders
of a majority of the sharespresentand entitled to vote shall de-
terminewhether one judge or threejudgesare to be appointed.

A judge of electionneednot be a shareholderand a candidatefor office
shall not act as a judge.

(b) The judge or judgesof electionshallperform his or their duties
impartially, expeditiouslyand in good faith and shall:

(1) determinethe number of sharesoutstandingand the num-
ber present at the meeting, the voting power of each and the
existenceof a quorum,

(ii) determine the authenticity, validity and effect of proxies,
(iii) receive votes or ‘ballots, hear and determine all chal-

lengesin connectionwith the right to vote, count and tabulatethe

votes,anddeterminethe result,
(iv) do whatever is appropriate to conduct the election or

vote with fairness to all shareholders,

(v) act by majority vote, if there are three, and
(vi) upon the request of the chairman or any shareholder

presentat the meeting,make a written report of any matter de-

termined by him or them and execute a certificate of any fact
found by him or them.
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Section 1221. Informal Action by Shareholders
Any actionwhich may be taken at a meetingof shareholdersmay,

unlessotherwiseprovided in the articles or by-laws, be taken without
a meetingif a consentor consentsin writing setting forth the action so

takenshall be signedby all of the shareholderswho would be entitled to
vote on such actionat a meetingand shall be filed with the secretaryof
the institution.

Section 1222. Rights of DissentingShareholders

If a shareholderof an institution shall object to a proposedplan
of action of the institution authorizedundera section of this act and
suchsectionprovidesthat the shareholdershall be entitled to the rights
and remediesof a dissenting shareholder,the rights and remedies of
such shareholdershall be governedby the provisions of the Business

Corporation Law applicable to dissenting shareholdersand shall be
subject to the limitations on such rights and remediesunder thosepro-
visions. Sharesacquired by an institution as a result of the exercise

of such rights by a dissentingshareholdermay be held and disposed
of as treasury sharesor, in the case of a merger or consolidation, as
otherwiseprovided in the plan of mergeror consolidation.

Chapter 13
Dividends and Distributions to Shareholders;

Redemptionor Acquisition of
Preferred Shares

Section 1301. Application of Chapter
This chapter shall apply to, and the word “institution” in this

chapter shall mean, a bank, a bank and trust company and a trust
company.
Section 1302. Cash Dividends

(a) Authorized dividends—Theboard of directors of an institu-
tion may, from time to time, declare,and the institution may pay, divi-

dendson its outstandingsharessubject to the restrictions of this act
and to the restrictions,if any, in its articles.Dividends may be declared
and paid only out of accumulatednet earningsand may be paid in
cashor propertyother than its own shares.

(b) Surplus requirements—A dividend may not be declared or
paid unless:

(i) any transfer of net earningsto surplus required by sec-
tion 1103 of this act hasbeenmadeprior to the declarationof the
dividend, and

(ii) the surplus of the institution would not be reduced by
the paymentof the dividend.
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(c) Fund for dividendsafter merger,consolidationor conversion—

In determiningthe accumulatednet earningsof an institution which has
beenthe resulting institution in a merger,consolidationor conversion,
the accumulatednet earnings immediately prior to the merger, con-
solidation or conversionof each institution and national bank which

wasa partyto themergeror consolidationor of the nationalbank which
converted into the institution may, to the extent not transferred to
capital or surplus of the resulting institution, be carried forward as

accumulatednet earningsof the resulting institution.
Section 1303. Distributions of Sharesof Institution

(a) Authorized distributions—The board of directors of an ‘in-
stitution may distribute pro rata to holders of any classof its shares
from time to time treasury sharesand authorized but unissued shares

of the institution, subject to the restrictionsof this act and to the re-
strictions, if any, in its articles.

(b) Capital and surplus requirements—Nodistribution may be
madein authorizedbut unissued.sharesof the institution unless:

(i) there shall be transferred to capital an amount equal to
the aggregatepar value of the sharesdistributed, and

(ii) immediately after the distribution, surplus would be at
least equal to the amount of capital.
(c) Whenshareholderapprovalrequired—Nodistribution of shares

of any classmay be madeto holdersof sharesof any other classunless

the articles so provide or unlesssuch distribution is authorizedby the
affirmative vote or written consentof the holdersof a majority of the

outstandingsharesof the classin which the distribution is made.
(d) Cash in lieu of fractional shares—Inlieu of issuing fractional

sharesin any distribution authorizedby this section,the institution may
pay in cashthe fair valuethereof, as determinedby the boardof direc-

tors, to shareholdersentitled thereto.

Section 1304. Liability For Unlawful Dividends and Distributions
(a) Prohibition—The directors of an institution shall not declare

dividends,or authorizeor ratify the distribution of any part of its assets
to shareholdersby purchaseof its sharesor otherwise,exceptas author-

ized by this act.
(b) Directors liable—The directorsunderwhose administrationan

unlawful dividend or distribution is made shall be jointly and severally
liable to the institution for the amount thereof except:

(i) a director who voiced his dissentat the meetingat which
the action wasauthorizedand requestedthat his dissentbe entered

‘“instiution” in original.
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on the minutesof the meetingor who, if he wasabsentat the time,
promptly upon learning of the action filed his written objection
theretowith the secretaryof the institution, or

(ii) a director who reliedandactedin good faith upon financial
statementsof the institution representedto him to be correctby
the presidentof the institution or by an officer responsiblefor its
accountsor statedin a written report by an independentpublic or
certified public accountantor firm of such accountantsfairly to
reflect the financial condition of the institution.
(c) Contribution—Each director held liable under this section

shall be entitled to contribution from the other directorswho are like-
wise liable.

Section 1305. Distribution Upon Reduction of Capital
(a) Upon the decreaseof capital of an institution pursuantto an

amendmentof its articles to reduceits authorizedcapital, the boardof
directorsmay, with the approvalof the departmentand subject to the
restrictions,if any, of its articles, distribute to the shareholdersof the
institution an amount in cashequal to all or part of the amount of the

decreasein capital togetherwith a like amountof surplus,if immediately
after suchdistribution the institution would havethe capital requiredby
this act and would have surplus in an amount at least equal to its
capital.

(b) Any portion of the amountof a decreasein capital which may
be but is not distributed to shareholdersin accordancewith this sec-
tion shall be transferredto surplus.

Section 1306. RedemptionandAcquisition of PreferredShares;State-
ment of Reduction of AuthorizedShares

(a) Unless otherwise provided in its articles, an institution may

by resolution of its boardof directorsand with the prior approvalof
the departmentredeem or otherwise acquire preferred sharesif im-

mediately after the redemptionor other acquisition surplus would be
at lastequal to the amount of capital. In determiningwhetheror not to
give its approval under this subsection (a), the departmentshall give
primary considerationto the questionwhetheror not, after the cancella-
tion of the preferredshares,the capitalaccountsof the institutionwould
be adequateto support its anticipateddepositvolume.

(b) Preferredshareswhich are redeemedor otherwiseacquiredshall

be cancelledand shall not be reissued. Immediately upon the redemp-
tion or other acquisition,the institution shall deliver to the department
a statementof reductionof authorizedshareswhich shall be signed by
two duly authorizedofficers under its seal and shall set forth:
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(i) the aggregatenumber of sharesof each class which the
institution had authority to issue and the numberof issued shares

of eachclass,
(ii) the numberof preferred sharesof each classwhich have

beencancelled,
(iii) the aggregatenumberof sharesof each classwhich the

institution hasauthority to issueafter giving effect to the reduction
made by such cancellation,and

(iv) the provisions of the articlesof the institution which are

to be changedby reasonof the reductionof authorizedshares.
If the Departmentof Bankingfinds that the statementconformsto law
it shall deliver the statementwith its written approvalto the Depart-
ment of State for filing. Receipt thereof by the Departmentof State

shall have the effect of amendingthe articles of the institution to the
extent of the changesset forth in the statement~The Departmentof
State shall makeand retain a copy of the statementand shall send the
approvedstatementto the institution.

Chapter 14

Directors or Trustees; Officers, Employes and Attorneys

Section 1401. Application of Chapter
This chapter shall apply to, and the word “institution” in this

chapter shall mean, an incorporated institution.
Section 1402. Boardof Directors or Trustees;HonoraryandAdvisory

Positions
(a) Authority—The businessand affairs of an institution shall be

managedby a boardof trusteesin the case of a savings bank and by a
boardof directorsin the caseof any other institution.

(b) Articles and by-laws—Subjectto the provisionsof this act and
provisions of the articles, the number, qualifications, terms of office,
mannerof election, time and place of meetings,compensation,powers
and dutiesof the directorsor trusteesmay be prescribedby the by-laws.

(c) Compensation—Theb-oard of directors or trusteesmay, except
asotherwiseprovided in the articlesor by-laws, fix the compensationof
directorsor trusteesfor their servicesand a director or trusteemay be

a salaried officer of the institution.
(d) Honorary and advisory positions—Theboard of trusteesof a

savingsbank may appoint an individual an honorary trusteeor trustee
emeritusand the boardof directorsof any other institution may appoint
an individual an honorarydirector or director emeritusor memberof an

advisoryboard.An individual so appointedmay be compensatedbut may
not vote at any meetingof the board of directors or trusteesor be
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countedin determininga quorumandshallnot haveany responsibilityor
be subjectto any liability imposedupon a director or trustee.

Section 1403. Number, Qualifications and Eligibility of Directors or

Trustees

(a) Number—The by-laws may fix the number of trusteesof a
savingsbank at not less than fifteen. The by-laws of any other institu-
tion may fix the numberof directorsat not less than five or more than

twenty-five and may provide that the boardmay, within such limitation,
increasethe numberof directorsby not more than two in any oneyear.

(b) Qualifications—Eachdirector or trustee shall be a citizen of
the United Statesandat leasttwo-thirds of the directorsor trusteesshall
be residentsof Pennsylvania.

(c) Ineligibility—No individual may be a director or trusteewho
is at the sametime:

(i) a judge of a court of record in this Commonwealth,except
a trusteeof a savingsbank,or a personlawfully serving as director

an institution at the time he becomesjudge, or a director of a
resulting institutionwho waslawfully servingas director of a party
to a merger,consolidation,or conversion,

(ii) The holderof an office in the Departmentof Banking, the
Treasury Department, the Auditor General’s Departmentor the
Departmentof Revenueof this Commonwealth,or

(iii) In the caseof a trusteeof a savingsbank, an officer, em-
ploye or trusteeof anothersavings bank.

Section 1404. Term of Office of Directors or Trustees; Vacancies;
Classificationof Directors

(a) Term of office—Each trusteeof a savings bank shall, except
as otherwisespecifically provided in its articles, hold office until he re-
signs, is removedor becomesdisqualified and eachdirector of any other
institution shall hold office until he resigns,is removed,becomesdis-
qualified or until his successorshallhavebeenduly electedand qualified.
Directors shall be elected by the shareholdersfor a term of one year
exceptas otherwiseprovided in this chapteror in the articlesor the by-
laws.

(b) Vacancies—Exceptas otherwise provided in the articles or

by-laws, vacanciesin the boardof directorsor trustees,includingvacan-
cies resulting from an increasein the number of directors,may be filled

by the remainingmembersof the boardeventhoughless thana quorum.
Eachdirector so electedshall be a director until his successoris elected
by the shareholderswho shall make such election at the next annual
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meetingof shareholdersor at any specialmeetingcalled for that pur-
poseprior thereto.

(c) Classification of directors—Directorsmay be classified, pursu-
ant to a provision of the articlesor by-laws, according to the time for
which they shall severallyhold office, except that the directorsnamed
in the articlesshall serve only until the first annual meeting of share-
holders.Eachclassshall be as nearly equal in numberas possible, the
term of office of at least oneclassshall expirein eachyear andthe mem-
bersof aclassshallnot beelectedfor a shorterperiod thanone yearor a
longerperiodthan four years.If directorsof more than oneclassare to
be electedat a meetingof shareholdersby reasonof a vacancyor other-
wise, thereshall be a separateelection for eachclassof directorsto be
electedat the meeting.

Section 1405. Method of Action by Board of’Directors or Trusteesor
Executive or Other Committee

Except as otherwiseprovided in this act or in the articles or by-
laws:

(a) Meetings; notice—Meetingsof the boardof directorsor trus-
tees shall be held within this Commonwealthupon such notice as the
by-lawsmay prescribe.Notice of an adjournedmeetingmay be given by
announcementat the meeting at which the adjournmentis taken;

(b) Quorum—A majority of all the directorsor trusteesin office
shall constitutea quorum for the transactionof businessand actions of
a majority of thosepresentat a meetingat which a quorum is present
shallbe actionsof the board;

(c) Executiveor othercommittee—Theboardof directorsor trus-
teesmay, by resolution adoptedby a majority of the whole board, dele-

gatethreeor moreof its numberto constitutean executivecommitteeor
other committeewhich, to the extent provided in such resolution, shall
have and exercisethe authority of the board of directors or trustees
in the managementof the businessof the institution; and

(d) Consentin lieu of meeting—Any action which may be taken
at a meetingof the directorsor trusteesor of the membersof an execu-
tive or othercommitteemay be takenwithout a meetingif a consentor
consentsin writing settingforth the action shall be signedby all of the
directorsor trusteesor all of themembersof the executiveor othercom-
mittee andfiled with the secretaryof the institution.
Section 1406. Oathsof Directors or Trustees

(a) Each director or trustee shall before assumingoffice take an
oath or affirmation that he will diligently and honestly perform his
duties in the administration of the affairs of the institution, that he
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will not permit a wilful violation of law by the institution and that he

meetsthe eligibility requirementsof this act and of the articlesand by-
laws.

(b) The oath or affirmation shall be signed by the director or
trusteeand immediately sent to the departmentfor filing.

Section 1407. Audits and Reportsby Directors or Trustees;Account-
ants; Internal Auditors

(a) Annual audit—Except as provided in subsection (c) of this
section,the boardof directorsor trusteesshall at least onceeachyear
havemade,by at leastthreeof the directorsor trusteesor by accountants

selectedby the institution andsatisfactoryto thedepartment,an audit of
the books and affairs of the institution including such matters as may

be requiredby the departmentand including, in the caseof a bank and
trust companyor a trust company,accountsheld in a fiduciary or other
1representativecapacity.Directors or trusteeswho make such an audit
may assign the performancethereof to assistantsbut may not delegate
responsibility therefor. The departmentmay by regulation establish
minimum standardsfor auditsand reportsunder this subsection(a).

(b) Audit report—A report of the audit made under subsection
(a) of this section shall be signed by the directorsor trusteesor the
accountantswho make it and filed with the departmentand a signed
copy of the reportshall be submittedto the boardand kept in the files
of the institution.

(c) Internal auditors—In the case of an institution which has a

systemof internal audit control approvedby the department,no audit
under subsection(a) of this sectionshall be requiredand in lieu of the
report required by subsection(b), the auditor or comptroller of the
institution shall submit to the boardan annualsummaryreport of the
same matters as those required under subsection (a) of this section.

Suchreport shall set forth the degreeof compliancewith the approved
audit systemand shallexpressthe opinion of the auditor or comptroller
as to the adequacyof the internal controls.The report shall be kept in
the files of the institution and a copy shall be filed with the department.
Section 1408. Removalof Directors or Trustees

(a) Removalby shareholders—Theentire boardof directorsor an

individual director may be removedwithout cause:

(i) by the vote of shareholdersentitled to cast at least a
majority of the votes which all shareholderswould be entitled to
cast at an annualelectionof directors,unless

“represeflatiVe” in original.
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(ii) in the caseof an individual director, if the entire board
is not removed, there shall be cast against the resolution for his
removal the votes of a sufficient numberof shareswhich if cumu-
latively voted at an annualelectionwould be sufficient to elect one

or more directors.

In caseof the removalof one or more directors,new directorsmay be
electedat the samemeeting.

(b) Removal by board—The board may remove a director or

trustee from office if:

(i) he is adjudicatedan incompetentby a court or is convicted
of a felony,

(ii) he doesnot, within sixty days after his election or such
longer time as the by-laws may specify, accept the office in writ-

ing or by attendanceat a meetingand fulfill other requirements
for holding the office,

(iii) he fails to attend regular meetingsof the board for six
successivemonthswithout having beenexcusedby the board, or

(iv) in the caseof a trusteeof a savingsbank,he acceptsdi-
rectly or indirectly any funds of the savings bank as a loan not

permitted to be made by this act or becomessurety or guarantor
for any money borrowed from the savings bank or becomesa

trustee,officer or employeof anothersavingsbank.
(c) Removalby court—The court of common pleasof the county

where the principal place of businessof the institution is locatedmay,

in a suit in which the institution is a party filed by a majority of the
board of directorsor trusteesor by the holder or holders of at least
ten percentof the outstandingsharesof the institution, remove from
office a director or trustee for fraudulent or dishonestacts or gross
abuseof authority or discretion in the affairs of the institution and may

bar any director or trustee so removedfrom reelectionfor any period
prescribedby the court.

Section 1409. Officers; SharePurchaseand Option Plans

(a) Number—An institution shallhavea president,a secretaryand

a cashieror treasurerandsuchotherofficers as it may authorize.The by-
laws may provide that the sameindiyidual may hold any two or more
offices exceptboth the offices of presidentand of cashieror treasurer.
The presidentshallbe a memberof the boardof directorsor trustees.

(b) Electionand removal—Exceptas otherwiseprovided in the by-
laws, the board of directorsor trusteesshall elect the officers, fix their
compensationand fill vacancieshowever occurring. An officer elected
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or appointedby the board may be removedby the boardat any time,
without prejudiceto any contract right of such officer.

(c) Authority—The officers shall, as between themselvesand the
institution, have such authority and perform such duties as may be
providedin the by-laws, or in the absenceof a provision in the by-laws,
as may be provided by the board.

(d) Treasureror cashier—No individual shall be eligible to be
treasureror cashierwho either:

(i) holds an office of the kind described in clauses (i) and
(ii) of subsection1403 (c),

(ii) is the treasurerof a political subdivision of the Com-
monwealthwhich has funds on depositin the institution, or

(iii) is engagedeither directly or indirectly in the business
of a stockbroker, real estatebroker or insuranceagent.
(e) Share purchaseand option plans—Unlessotherwise provided

in the articles,an institution may adopt and carry out a plan, approved
by the department,for the sale of shares,or for the granting,with or
without consideration,of 1optionsfor shares,to someor all of the officers
and employesof the institution or of any subsidiarycorporation or to

a trusteeon their behalf, upon such terms and conditionsand in such
manner as may be provided by the by-laws or by the board. In any
such plan:

(i) such sharesneednot be first offered to shareholdersof the
institution but authorized and unissued sharessubject to preemp-
tive rights may be issued and sold under the plan only with the
written consentor affirmative vote of shareholdersentitled to cast
at least a majority of the votes which all shareholdersentitled to
exercisepreemptiverights with respecttheretoare entitled to cast,

(ii) such sharesmay be sold or optionedupon terms which are
deemedadvantageousto the institution by the directorsother than
directorswho may benefitby their actionor, if the numberof direc-
tors who will not benefit by the action is fewer than three,by the
shareholders,and

(iii) in the absenceof fraud in the transaction, the judgment
of the boardof directorsor the shareholdersas to the adequacyof

the considerationreceived for any rights or options to purchase
sharesunder the plan shall be conclusive.

Section 1410. Bonds
Eachofficer andemployeand any director or trusteewho is author-

ized to handle money or negotiableassetson behalf of the institution

‘“optins” in original.
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shallbe bondedand the institution may pay the cost of suchbond. The
form, amount and surety of suchbonds shall be such as is approvedby
the board of directors or trusteesbut the departmentmay require
an additional amount or new or additional surety.

Section 1411. Responsibility of Directors, Trusteesand Officers

Directors, trusteesand officers of an institution shall dischargethe
dutiesof their respectivepositionsin good faith andwith that diligence,
careandskill which ordinarily prudentmenwould exerciseundersimilar
circumstancesin like positions.

Section 1412. Recording Designations of Authority Respecting
Mortgages

An institution shall, by a written instrument filed of record in the
office of a recorderof deeds,designatethe nameor office of the individual
or each individual who is authorizedin the name of the institution to
makeany entry of record affecting any mortgagewhich appearson the
recordsof such office. Such recorder of deedsshall not permit any in-
dividual other than one named or holding an office included in such

designationto act for the institution and any entry of record made
in violation of this provisionshall be of no effect.
Section 1413. ProhibitionsApplicable to Directors, Trustees,Officers,

EmployesandAttorneys

(a) No director, trustee, officer, employe or attorneyof an institu-
tion or of an affiliate of the institution shall:

(i) receiveanything of value for procuringor attemptingto
procureany loan from or investmentby the institution,

(ii) overdrawhis depositaccountin the institution, or
(iii) purchase,or directly or indirectly be interestedin purchas-

ing, from the institution for lessthan its facevalue any promissory
note or other evidenceof indebtednessissued by the institution.
(b) A violation of this sectionshall be subject to the penalty pro-

visions of this act.
Section 1414. Preferential Ratesof Interest

An institution shall not pay to any director, trustee,officer or at-

torney a higher rate of intereston depositsthan the rate paid to any
other depositoron similar depositsand shall not grant to any such in-
dividual a lower rateof intereston a loan,or a lower rateof chargeon an
agreementfor the paymentof money, than the rate grantedto other

customersunder similar circumstances.

Section 1415. Loans to, and Agreementsfor the Payment of Money

of Directors, Trustees,Officers and Employes of In-
stitutions and Affiliates
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(a) Authorized transactions—Aninstitution shall not grant to a
director, trustee,officer or employea loan, or acquire an agreementfor
the paymentof moneyon which he is liable, exceptone which either:

(i) has beenapprovedby the prior affirmative vote, or written
consentfiled with the secretaryof the institution, of a majority of

all the dir~ctorsor trusteesor membersof an executive or other
committee,other than a director or memberof a committeehaving
a direct or indirect personalinterest in the transaction,or

(ii) is securedby depositsin the institution or cash surrender
value of life insurancein an amount equal to, or by other col-
lateral with a market value of at least twenty percentmore than,
the amount of the loan or of the agreementfor the paymentof

money.

(b) Limitations as ‘to salaried officers or employesof the institu-

tion or an affiliate—An institution shall not make a loan to a salaried
officer or employeof the institution or of an affiliate of the institution, or
acquire an agreementfor the paymentof money on which he is liable,

in an amount in excess of five thousanddollars ($5,000) exclusive of
interest and charges,exceptone which either:

(i) is securedby depositsin the institution or cash surrender
valueof life insurancein an amountequal to, or by othercollateral
with a market value of at least twenty percent more than, the
amountof the loan or agreementfor the paymentof money,

(ii) is securedby a mortgageon the home of such officer or
employe,

(iii) is guaranteed,or is one for which a written commitment
to guaranteehas beenmade, by the VeteransAdministration pur-

suant to the Veterans’ Benefits Act, or
(iv) is insured, or is one for which a written commitment

to insurehas beenissued,pursuantto national housinglegislation.

The aggregateof all loans and extensionsof credit to one officer or
employeandof all agreementsfor the paymentof money on which he is
liable shallnot at any time exceedten percentof the aggregateof sur-
plus, undivided profits, unallocatedreservesand subordinatedsecurities
in the caseof a savingsbankandten percentof the aggregateof capital,

surplus and capital securitiesin the case of any other institution.
(c) Penalties—Aviolatipn of this section shall be subject to the

penalty provisionsof this act.

Section 1416. PurchasesFrom, and Sales To, Directors, Trustees,
Officers, Employes or Attorneys of Institutions and
Affiliates
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1(a) An institution shall not purchaseany assetfrom, or sell any
assetto, any director, trustee,officer, employeor attorneyof the institu-
tion or of an affiliate of the institution except:

(i) upon termsnot lessfavorable to the institution than those
offered to other persons,and

(ii) with the prior approval of a majority of all of the di-
rectorsor trusteesor membersof an executiveor other committee,
other than a director or memberof a committeehaving a direct
or indirect personalinterest in the transaction,unless the trans-
action is made in the regular course of business.
(b) A violation of this sectionshall be subject to the penalty pro-

visions of this act.

Chapter 15
Amendmentof Articles

Section 1501. Application of Chapter
This chapter shall apply to, and the word “institution” in this

chapter shall mean, an incorporated institution.
Section 1502. Authorized Amendments

(a) An institution may, in the manner provided in this chapter,

amendits articlesat any time in order to makeany changetherein in-
cluding without limitation an amendment:

(i) to adopt a new name permitted to be usedunder this act,

(ii) to increasethe term for which it is to exist or to provide
for perpetualexistence,

(iii) to change,addto or diminish the statementof its purpose

or purposes,
(iv) to increaseor diminish the aggregatenumber of shares

which it has authority to issue or to reclassify the sharesby chang-
ing the number, par value, designations,preferences,redemption
provisionsor relative, participating, optionalor other special rights
of the sharesor the qualifications,limitations or restrictionsof such

rights, either with or without an increaseor decreasein the num-
ber of shares,or

(v) to restate the articles in their entirety.
(b) Articles as amendedunder this sectionmust be such as would

be authorizedas original articlesunder this act except that articles re-
statedin their entirety shall state the location and postoffice addressof
the current instead of the original principal place of businessof the
institution and neednot state the namesor other information concern-
ing the first directorsor trusteesor the incorporators.

1 “(a)” not in original.
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Section 1503. Proposaland Adoption of Amendments

(a) Proposal—Anamendmentof the articlesshall be proposedby

adoption of a resolution:

(i) in the case of a savingsbank,by two-thirds of the trustees
presentat a duly organizedmeeting,directing that it be submitted
to a vote at a meeting of the boardheld upon not less than ten
days’ notice to all the trustees,or

(ii) in any other case,by the boardof directors,directing that
it be submittedto a vote at a meeting of shareholdersheld upon
not less than ten days’ notice to all shareholders.
(b) Contents of resolution—The resolution proposing an amend-

ment or amendmentsshall contain the languageof eachamendmentby
settingforth in full the articles as they would be amendedor any pro-
vision thereof as it would be amendedor by setting forth in full any
matterto be addedto or deletedfrom the articles.A copy of the resolu-
tion or a summarythereofshall be includedwith the notice of the meet-

ing requiredfor the vote of the trusteesor shareholders.
(c) Requiredvote—Adoption of eachamendmentshall require the

affirmative vote:
(i) in the case of a savings bank, of at least two-thirds of all

the trustees,or
(ii) in any other case, of the shareholdersentitled to cast

at least a majority of the votes which all shareholdersare entitled
to cast thereonand, if any classis entitled to vote thereonas a
class,of the-holdersof at leasta majority of the outstandingshares
of such class.
(d) Shareholdersentitledto vote—If a proposedamendmentwould:

(i) makeany changein the preferences,redemptionprovisions,
qualifications, limitations, restrictions or special or relative rights
of the sharesof any classadverseto such class,

(ii) increaseor decreasethe par value of the sharesof any
class,

(iii) increasetheauthorizednumberof sharesof anyclass,
(iv) limit or deny the existingpreemptiverights of the shares

of any class, or
(v) authorize a new class of shares,or increasethe number

of authorizedsharesof any class,senior or superiorin any respect

to the sharesof any class previously authorized,

the holders of the outstandingsharesof such class shall be entitled
to vote as a class on such amendment,regardlessof any limitation
statedin the articles on the voting rights of such class.Except in such
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case,only the holdersof outstandingshareswho, under the articlesare
entitled to vote on proposedamendments,shall be entitled to vote

thereon.

Section 1504. Articles of Amendment

(a) Upon the adoption of an amendment,articles of amendment
shall be signed by two duly authorizedofficers of the institution under

its seal and shall contain:

(i) the nameof the institution,
(ii) the location and post office addressof its principal place

of business,
(iii) the act of Assembly under which the institution was in-

corporatedand the date of its incorporation.

(iv) the time and place of the meeting of shareholdersor
trusteesat which the amendmentwas adopted and the kind and
period of notice given to the shareholdersor trustees,

(v) exceptin the caseof a savingsbank, the numberof shares
entitled to vote on the amendmentand if the sharesof any class
are entitled to vote as a class, the number of sharesof each such
class,

(vi) in the caseof a savingsbank the number of trusteeswho
voted for and againstthe amendmentand, in any other case,the
numberof sharesvoted for or againstthe amendmentand if shares

of any classare entitled to vote as a class, the number of shares
of eachsuchclassvoted for and againstthe amendment,and

(vii) the amendmentadoptedwhich shall be set forth in full.
(b) The articlesof amendmentshallbe delivered to the department

together with:

(i) applicable fees payable to the departmentin connection
with the articles andwith the conductof the investigationrequired

by section 1506,

(ii) as soonas available, proof of publication of the advertise-
ment requiredby section1505, and

(iii) if the amendmentwould change the name of the in-

stitution, evidence of reservation in the Departmentof State of
the proposednew name.

Section 1505. Advertisement

(a) The institution shall advertise its intention to deliver, or the
deliveryof, articlesof amendmentto the departmentoncein eachnews-
paperin which such advertisementis requiredto be publishedin accord-
ancewith section 109 of this act.
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(b) The advertisementshall appearprior to, or within sevendays
after, the date of delivery of the articles of amendmentto the depart-
ment and shall set forth briefly:

(i) the nameof the institution,

(ii) the location and post office addressof its principal place
of business,

(iii) a statementthat articlesof amendmentare to be, or have
been,deliveredunderthe provisionsof this act,

(iv) the natureof the amendment,and

(v) the dateof delivery of the articles of amendmentto the
department.

Section 1506. Approval of Articles of Amendmentby Department

(a) Upon receiptof the articlesof amendmentthe departmentshall
conduct such investigation as it may deem necessaryto determine
whether:

(i) the articles of amendmentand supporting items satisfy
the requirementsof this act,

(ii) the interests of its depositors and the convenienceand
needsof the public will be servedby the amendment,in a case in
which the amendmentincreasesthe term for which the institution is
to exist, increasesits authorized capital or adds to the statement
of its purposeor purposes,

(iii) the remainingcapitalof the institution will be adequateto

support its anticipated deposit volume, in a case in which the
amendmentdecreasesits authorizedcapital,and

(iv) the institution will havesufficient personnelwith adequate

knowledge and experience to administer fiduciary accounts, in a
case in which the amendmentauthorizesthe institution to act as
fiduciary.

(b) Within sixty days after receipt of the articles of amendment
the Departmentof Banking shall approve or disapprovethe articles of
amendmenton the basisof its investigation.If the Departmentof Bank-
ing shall approvethe articlesof amendment,it shall deliver them with
its written approvalto the Departmentof State and notify the institu-
tion of its action. If the Departmentof Banking shall disapprovethe
articles of amendment,it shall give written notice to the institution of
its disapprovaland a statementin detail of the reasonsfor its decision.
The decisionof the Departmentof Bankingshallbe conclusiveandshall
not be subject to review except by the SupremeCourt upon broad
certiorari.
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Section 1507. Issuanceof Certificateof Amendment
If all the fees and charges,and taxes, if applicable, required by

law havebeenpaid and, in the caseof achangeof name,if the proposed
new nameof the institution continuesto be reservedor is available on
the records of the Departmentof State, the receipt of the articles of
amendmentby the Departmentof State with the written approval of
the Department of Banking shall constitute filing of the articles of
amendmentas of the date and time of receipt or as of any later date
and time specifiedby the Departmentof Banking. The Departmentof
State shall immediately issue to the institution a certificate of amend-
ment as of the date and time of filing with the approvedarticles of
amendmentattachedthereto and shall make and retain a copy of such
certificate and articles.
Section ‘1508. Effect of Filing of Articles of Amendmentin Depart-

ment of State and of Certificateof Amendment

(a) Effective date—Asof the filing of the articlesof amendment
in the Departmentof State,eachamendmentshall becomeeffective and
the articlesof incorporationshall be deemedto be amendedaccordingly.

(b) Conclusivenessof certificate—Thecertificateof amendmentshall

be conclusiveevidenceof the performanceof all conditions requiredby
this act for amendmentof articles of incorporation,except as against
the Commonwealth.

(c) Existing rights and actions—No amendmentshall affect any
existingcauseof action in favor of or againstthe institution, any pend-
ing action in which theinstitution is a party or existingrights of persons
other than shareholders.If the amendmentchangesthe name of the
institution, no action by or againstthe institution shall be abated for
that reason.

Chapter 16
Mergers and Consolidations

Section 1601. Application of Chapter
This chapter shall apply to, and the word “institution” in this

chaptershall mean, an incorporatedinstitution.
Section 1602. Authority to Merge or Consolidate

(a) Upon compliancewith the requirementsof this chapter one or
more institutions and one or more national banks may merge or con-
solidate into a nationalbank and,with the approvalby the department,
may merge into an institution or consolidate into a new institution
exceptthat:

‘“1503” in original.
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(i) a savings bank may enter into a merger or consolidation
only with oneor moreothersavingsbanks,and

(ii) a trust companymay enterinto a mergeror consolidation
only with anothertrust company.
(b) The authority of an institution to merge or consolidate into

a national bank shallbe subjectto the condition that at the time of the
transaction the laws of the United Statesshall authorize a national

banklocatedin this Commonwealth,without approvalby the Comptroller
of the Currency of the United States, to merge or consolidate into
an institution under limitations and conditions no more restrictive
than those contained in this chapter with respect to the merger or
1 consolidationof an institution into a national bank.

Section 1603. Requirementsfor a Mergeror Consolidation

The requirementsfor a merger or consolidationwhich must be
satisfiedby the parties thereto are as follows:

(a) Plan—Thepartiesshall adopta plan statingthe method,terms
and conditionsof the mergeror consolidation,including (except in the
case of a savingsbank) the rights under the plan of the shareholders
of each of the parties, and any agreementconcerning the merger or

consolidation.
(b) Required vote—Adoption of the plan by each party thereto

shall require the affirmative vote

(i) in the case of a savingsbank, of at least

(A) two-thirds of the trusteespresent at a meeting at
which the plan is proposed,and

(B) two-thirds of all the trusteesat a subsequentmeeting
held upon not less than ten days’ notice to all the trustees;
(ii) in the caseof any other institution, if the proposedmerger

or consolidationwill result in an institution subject to this act,
of at least

(A) a majority of the directors, and

(B) the shareholdersentitled to cast at least two-thirds
of the voteswhich all shareholdersare entitled to cast thereon,

and, if any class of sharesis entitled to vote thereon as a
class, the holders of at least two-thirds of the outstanding

sharesof such class,at a meetingheld upon not less than ten
days’ notice to all shareholders;and
(iii) in the caseof any otherinstitution if the proposedmerger

or consolidationwill result in a national bank, or in the caseof a

“consolidaion” in original.
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national bank, of at least such directors and shareholderswhose
vote thereonis requiredunder the laws of the United States.

(c) Notices—The notice required to be given to the trusteesof
a savingsbankor to the shareholdersof anyother institution or national

bank shall include a copy or summaryof the plan. In any casein which
dissenters’rights under section 1222 of this act are given by section
1607, the notice to shareholdersshall include a full statementof the
rights and remediesof dissentingshareholders,the method of exercising

them andthe limitations on suchrights and remedies.
(d) Modification of plan—Subject to applicable requirementsof

the laws of the United Statesin a case in which a national bank is a
party to a plan,any modification of a planwhich hasbeenadoptedshall

be made by any method provided therein, or in the absenceof such
provision, by the samevote asthat requiredfor adoption.

(e) Application for approvalby department—Ifa proposedmerger
or consolidationwill result in an institution subjectto this act, an applica-
tion for the required approvalthereof by th~departmentshall be made
in a mannerprescribedby the department.There shall also be delivered
to the department,whenavailable:

(i) articlesof merger or consolidation,

(ii) applicable fees payable to the departmentin connection
with the articles and with the conductof the investigationrequired

by section 1604,

(iii) if the proposedname of the resulting institution is not
identical with the nameof one of the partiesto the plan, evidence
of reservationof such namein the Departmentof State, and

(iv) if thereis any modification of the plan at any time prior
to the approvalby the departmentunder section 1604, an amend-
ment of the application and, if necessary,of the articles, signed
in the samemanneras the originals, setting forth the modification
of the plan, the method by which such modification was adopted
and any relatedchangein the provisions of the articles of merger
or consolidation.

(f) Articles of mergeror consolidation—Thearticlesof merger or
consolidationshall be signed by two duly authorized officers of each

partyto the plan under their respectivesealsand shall contain:

(i) the names of the partiesto the plan and of the resulting
institution,

(ii) the location and post office addressof the principal place
of businessof each,
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(iii) the votes by which the plan was adoptedand the time,
place andnotice of eachmeetingin connectionwith suchadoption,

(iv) the namesand addressesof the first directorsor trustees
of the ~resulting institution,

(v) in the case of a merger, any amendmentof the articles
of the resulting institution,

(vi) in the caseof a consolidation, the provisions required in
articles of incorporationof a new institution by clauses(iii), (iv),
(v), (viii) and (ix) of subsection1004(b)of this act, and

(vii) the plan.
(g) Action where approvalby departmentnot required—If a pro-

posedmergeror consolidationwill result in a national bank, an institu-
tion which is a party to a plan shall:

(i) notify the departmentof the proposedmerger or con-
solidation,

(ii) provide such evidenceof the adoption of the plan as the

departmentmay request,

(iii) notify the departmentof any abandonmentor disapproval
of the plan, and

(iv) file with the Departmentof Banking and with the De-
partment of State a certificate of the approvalof the merger or
consolidationby the Comptroller of the Currency of the United
States.

Section 1604. Approval of Merger or ConsolidationBy Department
(a) Upon receipt of an application for approval of a merger or

consolidationandof the supportingitemsrequiredby subsection16031(e),
the departmentshall conductsuchinvestigationas it may deemnecessary
to ascertainwhether:

(i) the articlesof mergeror consolidationandsupportingitems
satisfy the requirementsof this act;

(ii) the plan and any modification thereof adequatelyprotect

the interestsof depositors,other creditors and shareholders;
(iii) the requirementsfor a mergeror consolidationunder all

applicable laws have been satisfied and the resulting institution
would satisfy the requirementsof this act applicableto it; and

(iv) the mergeror consolidationwould be consistentwith ade-
quateandsoundbankingandin the public intereston the basisof

(A) the financial history and condition of the parties
to the plan,

1”(c)” in original.
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(B) their prospects,

(C) the characterof their management,

(D) the potential effect of the merger or consolidation

on competition,and

(E) the convenienceand needs of the area primarily to

be servedby the resulting institution.

(b) Within sixty daysafter receipt of the application or within an
additional period of not more than thirty days after receipt of an
amendmentof the application, the departmentshall approve or dis-
approvethe applicationon the basisof its investigation.The department

shall immediately give to the parties to the plan written notice of its
decisionand, in the event of disapproval,a statementin detail of the
reasonsfor its decision. The decision of the departmentshall be con-

clusive and shall not be subject to review except by the SupremeCourt
upon broadcertiorari.

Section 1605. PreeedureAfter Approval by the Department;Issuance
of Certificate of Merger or Consolidation

(a) If the laws of the United Statesrequire the approval of the
mergeror consolidationby any Federalagency, the departmentshall,
after its approval, retain the articlesof mergeror consolidationuntil it
receivesnotice of the decisionof suchagency.If suchagencyshall refuse
to give its approval,the departmentshall notify the partiesto the plan

that the department’sapproval has been rescindedfor that reason. If
such agencygives its approval, the Departmentof Banking shall imme-
diately deliver the articles of mergeror consolidationwith its written
approval to the Departmentof State for filing as of a date and time
specified by the Department of Banking and shall notify the parties
to the plan.

(b) If all the taxes, fees and chargesrequired by law, shall have
beenpaid and if the name of the resulting institution continues to be
reservedor is available on the recordsof the Departmentof State,the
receipt of the articles by the Departmentof State with the written

approvalof the Departmentof Banking shall constitute filing of the
articles of merger or consolidationas of the date and time of receipt
or as of any later dateand time specifiedby the Departmentof Bank-
ing. The Departmentof State shall immediately issue to the resulting
institution a certificateof merger or consolidationas of the date and
time of filing with the approved articles of merger or consolidation
attachedthereto and shall make and retain a copy of such certificate
and articles.
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Section 1606. Effect of Merger or Consolidation
(a) Effective date—Asof the filing of the articlesof mergeror con-

solidationin the Departmentof State,the merger or consolidationshall
be effective.

(b) Conclusivenessof certificate—Thecertificateof mergeror con-

solidation shallbe conclusiveevidence of the performanceof all condi-
tions precedentto the mergeror consolidationand of the existenceor
creationof the resultinginstitution, exceptasagainstthe Commonwealth.

(c) Corporatesuccession—Whenamergeror consolidationbecomes
effective, the existenceof each party to the plan, except the resulting

institution, shall ceaseas a separateentity but shall continue in, and
the parties to the plan shall be, a single corporationwhich shall be the
resulting institution and which shall have, without further act or deed,

all the property, rights, powers, duties and obligations of each party
to the plan.

(d) Articles of resulting institution—The articlesof the resulting
institution shall be, in the case of a merger, the same as its articles
prior to the mergerwith any change stated in the articles of merger,
or in the caseof a consolidation,the provisionsstatedin the articlesof
consolidation.

(e) Authorized business—Theresulting institution shall have the
authority to engageonly in such businessand exerciseonly such powers
as it would have upon original incorporationunder this act and shall

be subjectto thesameprohibitions andlimitations as it would be subject
to upon original incorporation,exceptthat it may engagein any business

and exerciseany right that any party to the plan which wasan institu-
tion subject to this act could lawfully exerciseor engagein immediately
prior to the merger or consolidation.

(f) Liabilities—No liability of anyparty to the plan or of its share-
holders, directors, trusteesor officers shall be affected, nor shall any
lien on any property of a party to the plan be impaired, by the merger
or consolidation. Any claim existing or action pending by or against

any party to the plan may be prosecutedto judgmentas if the merger
or consolidationhad not taken place or the resulting institution may

be substitutedin its place.

Section 1607. Rights of DissentingShareholders

(a) A shareholderof an institution which is a party to a plan in
which the proposedmergeror consolidationwill result in an institution

subject to this act who objectsto the plan shallbe entitled to the rights
andremediesof a dissentingshareholderprovided under, and subject to
compliancewith, the provisions of section1222 of this act.



950 Act No. 356 LAWS OF PENNSYLVANIA,

(b) If a shareholderof a nationalbank which is a party to a plan
in which the proposedmergeror consolidationwill result in an institution

subject to this act shall object to the plan and shall comply with the
requirementsof applicablelaws of the United States,the resulting in-

stitution shall be liable for the value of his sharesas determinedin
accordancewith such laws of the United States. If the laws of the
United Statesdo not provide rights of dissentingshareholdersor re-
quirementsfor the exerciseof such rights and the valuation of shares,
such shareholdershall be entitled to the rights and remediesof a dis-
sentingshareholderunder,andsubjectto compliancewith, the provisions
of section 1222 of this act.

Section 1608. Successionto Fiduciary Accounts and Appointments;
Application for Appointmentof New Fiduciary

(a) Fiduciary accounts—If a party to a plan of merger or con-
solidation was authorizedto act in a fiduciary capacity and if the re-
sulting institution or resulting nationalbank is similarly authorized,the

resulting institution or resulting national bank shall be automatically
substitutedby reasonof the mergeror consolidationas fiduciary of all
accountsheld in that capacityby such party to the plan,without further

action and without any order or decreeof any court or public officer,
andshallhaveall the rights andbe subject to all the obligationsof such
party as fiduciary.

(b) Appointments—Nodesignation,nominationor appointmentas
fiduciary of a party to a plan of mergeror consolidationshall lapse by
reasonof the merger or consolidation. The resulting institution or re-
sulting national bank shall, if authorizedto act as fiduciary, be entitled
to act as fiduciary pursuantto each such designation,nomination or
appointmentto the sameextent as the party to the plan so namedcould
haveacted in the absenceof the merger or consolidation.

(c) Application for new fiduciary—Any personwith an interest in

an accountheldin a fiduciary capacityby a party to a plan of mergeror
consolidationmay, within sixty days after the effective date of the
mergeror consolidation,apply to the appropriatecourt or public officer

for the appointmentof a new fiduciary to replacethe resulting institu-
tion or resulting national bank on the ground that the merger or con-
solidation will adverselyaffect the administration of the fiduciary ac-
count. The court or public officer shall have the discretion to appoint
a new fiduciary to replacethe resulting institution or resulting national
bankif it shouldfind, upon hearingafter notice to all partiesin interest,
that the merger or consolidationwill adverselyaffect the administration
of the fiduciary accountandthat the appointmentof a new fiduciary will
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be in the bestinterestsof the beneficiariesof the fiduciary account.This
provision shall be in addition to any other provision of law governing
the removalof fiduciaries andshall be subject to the terms upon which
the party to the plan which held the fiduciary accountwas designated
as fiduciary.

Chapter 17
Conversions

Section 1701. Application of Chapter
This chapter shall apply to, and the word “institution” in this

chaptershall mean,a bank and a bank and trust company.
Section 1702. Authority for Conversion of National Bank Into In-

stitution
A national bank may, subject to the provisions of this chapter,

convert into an institution upon:
(a) authorizationby and compliancewith the laws of the United

States,
(b) adoption of a plan of conversionby the affirmative vote of at

least:
(i) a majority of its directors, and
(ii) the holders of two-thirds of eachclass of its sharesat a

meetingheldupon not less than tendays’ noticeto all shareholders,
and
(c) approvalby the department.

Section 1703. Application for Approval by Department

The national bank shall make an application to the department
for approval of the conversionin a mannerprescribedby the depart-
ment and shall deliver to the departmentwhen available:

(a) articles of conversion,
(b) evidence of reservation in the Department of State of the

nameof the resulting institution,
(c) applicable fees payable to the departmentin connectionwith

the articles and with the conduct of the investigation required by

section1706, and
(d) as soonas available,proof of publication of the advertisement

requiredby section 1705.

Section 1704. Articles of Conversion
The articlesof conversionshall be signed by two duly authorized

officers of the nationalbank under its sealand shall contain:
(a) its nameand the name of the resulting institution,
(b) the location and post office addressof its principal place of

business,
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(c) the votes by which the plan of conversionwasadoptedand the
time, place andnoticeof eachmeetingin connectionwith such adoption,

(d) the namesand addressesof the first directors of the resulting
institution,

(e) the provisions required in articles of incorporationof a new
institution by clauses(iii), (iv), (v), (viii) and (ix) of subsection1004(b)
of this act, and

(f) the plan of conversion.

Section 1705. Advertisement
(a) The national bank shall advertise its intention to deliver, or

the delivery of, articlesof conversionto the departmentonce in each
newspaperin which such advertisementis required to be published in

accordancewith section109 of this act.
(b) The advertisementshall appearprior to, or within sevendays

after, the date of delivery of the articlesof conversionto the depart-
ment andshall set forth briefly:

(i) the namesof the nationalbankandthe resultinginstitution,
(ii) the location and post office addressof its principal place

of business,
(iii) a statementthat articlesof conversionare to be, or have

beendelivered undertheprovisionsof this act,
(iv) the purposeor purposesof the resulting institution, and
(v) the date of delivery of the articles of conversionto the

department.

Section 1706. Approval of Conversionby Department
(a) Upon receipt of an applicationfor approvalof a conversionthe

departmentshall conduct such investigationas it may deem necessary
to ascertainwhether:

(i) the articles of conversionand supportingitems satisfy the
requirementsof this act,

(ii) the plan adequatelyprotects the interests of depositors,
other than creditorsand shareholders,and

(iii) the requirementsfor a conversionunder all applicable
laws have beensatisfiedand the resulting institution would satisfy

the requirementsof this act applicableto it.
(b) Within thirty days after receipt of the application, the De-

partment of Banking shall approve or disapprovethe application on
the basis of its investigation. If the Departmentof Banking shall ap-
prove the application,it shall deliver the articlesof conversionwith its

written approval to the Departmentof State and notify the national
bank of its action. If the Departmentof Banking shall disapprovethe
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application it shall give written notice to the national bank of its dis-
approvaland a statementin detail of the reasonsfor its decision. The
decision of the Departmentof Banking shall be conclusive and shall

not be subject to review except by the SupremeCourt upon broad
certiorari.

Section 1707. Issuanceof Certificate of Conversion
If all the taxes, fees and chargesrequired by law shall havebeen

paid and if the name of the resulting institution continuesto be re-
servedor is availableon the records of the Departmentof State, the
receipt of the articlesof conversionby the Departmentof State with
the written approval of the Departmentof Banking shall constitute
filing of the articles of conversionas of the date and time of receipt
or asof anylaterdateand time specifiedby the Departmentof Banking.
The Departmentof Stateshall immediatelyissue to the resulting institu-

tion a certificate of conversionwith the approvedarticlesof conversion
attachedtheretoand shall make and retain a copy of such certificate
and articles.

Seetion 1708. Effect of Filing of Articles of Conversionin Department
of State andof Certificate,of Conversion

(a) Effective date—Asof the filing of the articlesof conversionin
the Departmentof State, the conversionshall becomeeffective.

(b) Conclusivenessof certificate—Thecertificateof conversionshall
be conclusive evidence of the performanceof all conditions required
by this act for conversionof a national bank into an institution, except
asagainstthe Commonwealth.

(c) Corporate succession—Whena conversionbecomeseffective,
the existenceof the nationalbankshall continuein the resulting institu-
tion which shall have, without further act or deed, all the property,
rights, powers, dutiesand obligations of the national bank.

(d) Articles of resulting institution—The articlesof the resulting
institution shall be the provisionsstated in the articles of conversion.

(e) Authorized business—Theresulting institution shall have the

authority to engageonly in suchbusinessand exerciseonly suchpowers
as it would haveupon original incorporationunder this act and shall be
subject to the sameprohibitions and limitations as it would be subject
to upon original incorporation.

(f) Liabilities—No liability of the national bank or of its share-

holders,directorsor officers shall be affected,nor shall any lien on any
propertyof the nationalbankbe impaired, by the conversion.Any claim
existing or action pending by or against the national bank may be
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prosecutedto judgmentas if the conversionhad not taken place or the
resultinginstitution may be substitutedin its place.

Section 1709. Authority for Conversionof Institution Into National
Bank

(a) An institution may convert into a national bank upon:
(i) authorization by and compliance with the laws of the

United States,and
(ii) adoption of a plan of conversionby the affirmative vote

of at least:
(A) a majority of its directors,and

(B) the holders of two-thirds of each class of its shares
at a meetingheld upon not less than ten days’ notice to all
shareholders—

subject to the condition that at the time of the transaction,the laws
of the United Statesshall authorize a national bank located in this
Commonwealth,without approval by the Comptroller of the Currency
of the United States,to convert into an institution under limitations
and conditionsno more restrictive than thosecontainedin this chapter
with respectto conversionof an institution into a nationalbank.

(b) An institution which convertsinto a national bank shall:
(i) notify the departmentof the proposedconversion,
(ii) provide such evidenceof the adoption of the plan of con-

versionas the departmentmay request,
(iii) notify the departmentof any abandonmentor disapproval

of the plan, and
(iv) file with the Departmentof Banking and with the De-

partment of State a certificate of the approvalof the conversion

by the Comptroller of the Currency of the United States.

Section 1710. Rights of Dissenting Shareholdersof Converting Na-
tional Bank

If a shareholderof a national bank which converts into an in-
stitution shall object to the plan of conversionand shall comply with

the requirementsof applicablelaws of the United States,the resulting
institution shall be liable for the value of his sharesas determinedin

accordancewith such laws of the United States. If the laws of the
United Statesdo not provide rights of dissenting shareholdersor re-
quirementsfor the exerciseof such rights and the valuation of shares.
such shareholdershall be entitled to the rights and remediesof a dis-
senting shareholderunder, and subject to compliancewith, the pro-
visions of section 1222 of this act.
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Section 1711. Successionto Fiduciary Accounts and Appointments;
Application for Appointmentof New Fiduciary

The provisionsof section1608 of this act shall apply to a resulting
institution or resulting national bank after a conversionwith the same
effect as thoughsuch institution or national bankwere a party to a plan
of merger or consolidation,and the conversionwere a mergeror con-

solidation, within the provisions of that section.

Chapter 18
Voluntary and Involuntary Dissolution;
Distribution of Assets Upon Insolvency

Section 1801. Application of Chapter
This chapter shall apply to, and the word “institution” in this

chaptershall mean, a bank,a bank and trust companyand a trust com-
pany for the purposeof all of the provisionsof this chapterand also a
savingsbank, a private bank and an employes’ mutual banking associa-
tion for the purposeof sections1808 and 1809 of this chapter.

Section 1802. Voluntary 1 Dissolution Prior to Oommencementof
Business

(a) Articles of dissolution—An institution which has not 2 trans-
acted any businessfor which a certificate of authorizationis required
under this act may proposeto dissolve by a vote of the holdersof two-
thirds of its sharesand by delivering to the departmentarticlesof dis-

solutionwhichshallbe executedby two duly authorizedofficers or share-
holdersunder the sealof the institution and which shall contain:

(i) the date of incorporationof the institution,
(ii) a statementthat it has not transactedany businessfor

which a certificate of authorizationis required under this act,
(iii) a statementthat all liabilities of the institution havebeen

paid or provided for,
(iv) a statementthat all amountsreceivedon accountof capital,

surplus and expensefund, less amountsdisbursed for expenses,
have beenreturned to the personsentitled thereto, and

(v) the number of sharesentitled to vote on the dissolution

and the numberof sharesvoted for and againstit respectively.
(b) Action by Departmentof Banking—Thearticles of dissolution

shall be deliveredto the departmenttogetherwith any applicablefiling
fee. If the Departmentof Banking is satisfied that the institution has
not conductedany businessfor which a certificate of authorizationis
required under this act and if it finds that the articles of dissolution

‘“Dissoluiton” in original.
“transcacted”in originaL
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satisfy therequirementsof this act, it shalldeliverthem with its written
approval to the Departmentof State and notify the institution of its
action. If the Departmentof Banking shall disapprovethe articles of

dissolution, it shall give written notice to the institution of its dis-
approvalanda statementin detail of the reasonsfor its decision. The
decisionof the Departmentof Banking shall be conclusiveand shall not

be subjectto review except by the SupremeCourt upon broadcertiorari.

Section 1803. Election for Voluntary Dissolution After Commence-
ment of Business

(a) Adoption and approval—Aninstitution which has commenced
businessmay elect to dissolvevoluntarily upon:

(i) adoptionby thevote requiredof its shareholdersundersub-
section(.b) of this sectionof:

(A) a plan of dissolution involving both a provision for

assumptionof its liabilities by anotherinstitution or national
bank and a provision for continuanceof its businessif such
assumptionof its liabilities is not effected,or

(B) any other plan of dissolutionproviding for full pay-
ment of its liabilities, and
(ii) approval by the departmentof the plan of dissolution

after application for approval thereof in a mannerprescribedby
the department.
(b) Required vote—Adoption of the plan by the shareholdersof

the institution shall require the affirmative vote of the shareholders
entitled to cast at least two-thirds of the votes which all shareholders
are entitled to cast on the plan and, if any classof shareholdersis en-
titled to vote on the plan as a class,of the holdersof at least two-thirds
of the outstandingsharesof such class,at a meetingheld upon not less
than ten days’ notice to all shareholders.

(c) Approval by department—Uponreceipt of an application for
approval of a plan of dissolution, the departmentshall conduct such
investigationas it may deemnecessaryto determinewhether:

(i) the plan satisfies the requirementsof this act,
(ii) the plan adequatelyprotects the interests of depositors,

othercreditorsandshareholders,and

(iii) if the plan involvesan assumptionof liabilities by another
institution, such assumptionwould be consistentwith adequateand

soundbankingand in the public intereston the basisof factorssub-
stantially similar to those set forth in subsection1604(a)(iv).

Within sixty days after receipt of the application, the departmentshall
approve or disapprovethe applicationon the basisof its investigation
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and shall immediately give to the institution written notice of its de-
cision, andin the eventof disapproval,a statementin detail of the reasons
for its decision. The decision of the Departmentof Banking shall be
conclusive and shall not be subject to review except by the Supreme
Court upon broad certiorari.

Section 1804. Certificate of Election for Voluntary Dissolution

(a) Contents of certificate—Immediatelyafter the adoption and
approvalof a plan of dissolutionunder section 1803 of this act or, if
the plan providesfor continuanceof the businessof theinstitution unless
an assumptionof its liabilities becomeseffective, immediately after such
assumptionbecomeseffective, the institution shall deliver to the de-
partment, togetherwith applicable fees payable to the department,a
certificate of election to dissolve which shall, be signed by two of its

duly authorizedofficers under its seal and which shall contain:
(i) the nameof the institution,
(ii) the location and post office addressof its principal place

of business,

(iii) the name and addressof its officers and directors, and
(iv) the number of sharesentitled to vote on the plan of dis-

solution and the numberof sharesvoted for and against the plan,
respectively,and, if the sharesof any classare entitled to vote as
a class,the numberof sharesof such classandthe numberof shares

of all other classes,voted for or againstthe plan, respectively.
(b) Filing of certificate—If the Department of Banking has ap-

proved the plan of dissolutionand if the certificatesatisfies the require-

mentsof this act, it shall deliver the certificatewith its written approval
to the Departmentof State which, upon paymentof applicable feesand
charges,shall issue to the institution the approvedcertificate of election
to dissolve and shall make and retain a copy thereof.

(c) Effect of certificate—Upon the issuanceof an approved cer-

tificate of an election to dissolve, the institution shall ceaseto carry on
its businessexcept insofar as may be necessaryfor the proper winding
up thereofbut its corporateexistenceshall continue until issuanceof a
certificate of dissolutionunder this act.

Section 1805. Winding Up in Voluntary Dissolution Proceedings
(a) Authority of board—The board of directors shall have full

power to wind up and settle the affairs of an institution in voluntary
dissolutionproceedings.

(b) Notices—Within thirty days after the issuanceof an approved

certificate of election to dissolve,the institution shall give notice of its
dissolution:
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(i) by mail to eachdepositorand creditor (except those as to
whom the liability of the institution has beenassumedby another
institution or national bank pursuant to the plan), including a

statementof the amount shown by the booksof the institution to
be due to suchdepositor or creditor and a demandthat any claim
for a greateramount be filed with the institution beforea specified

dateat least sixty daysafter the dateof the notice,
(ii) by mail to eachlesseeof a safe-depositbox and eachcus-

tomer for whom property is held in safe-deposit(except those as
to whom the liability of the institution has been assumedby an-
other institution or national bank pursuantto the plan), including
a demand that all property held in a safe-depositbox or held in
safe-depositby the institution be withdrawn by the personentitled
theretobefore a specified dateat least sixty days after the dateof
the notice,

(iii) by mail to each person interestedin funds held in a
fiduciary account or other representativecapacity,

(iv) by a conspicuousposting at each office of the institution,
and

(v) by such publication as the departmentmay prescribe.

(c) Fiduciary accounts—Assoon as feasible after the issuanceof
an approvedcertificateof electionto dissolve,the institution shall resign
all fiduciary appointmentsand take such action as may be necessaryto
settle its fiduciary accounts.

(d) Paymentof claims—All claims of depositorsandcreditorsshall
be paid promptly after the date specified in the notice given undersub-
section (b)(i) of this section. Unearnedportions of rentals for safe-
deposit boxes shall be rebatedto the lesseesthereof.

(e) Unclaimed property—Safe-depositboxes whose contents have
not beenremovedafter the date specifiedin the notice given undersub-
section (b)(ii) of this section shall be openedunder the supervisionof
the departmentand the contents placed in sealedpackageswhich, to-
getherwith unclaimedproperty held by the institution in safe-deposit,
shallbe transmittedto the Departmentof Revenueto be convertedinto
cashand paid into th~State Treasury, without escheat.After payment
of amountsdueto all k~iowndepositorsandcreditors,unclaimedamounts
due’ to depositorsand creditorsshall be paid through the Departmentof
Revenueinto the StateTreasury,without escheat.

(f) Distributions to shareholders—Assetsremainingafter the per-
formanceof all obligations of the institution under subsections(c), (d)
and (e) of this sectionshall be distributedto its shareholdersaccording
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to their respectiverights andpreferences.Partial distributions to share-
holders may be made prior to such time only if, and to the extent,
approvedby the department.

(g) Reportsand examinations—Duringthe course of ‘dissolution
proceedingsthe institution shall make such reports as the department
may require and the institution shall continueto be subject to the pro-

visions of this act concerningexaminationsof institutionsuntil comple-
tion of the ‘dissolution of the institution.

(h) Possessionby department—Ifat any time during the courseof
dissolutionproceedingsthe departmentfinds that the assetsof the insti-
tution will not be sufficient to dischargeits obligations, the department
may then or at any time thereaftertake possessionof the businessand
propertyof the institution and completethe dissolution in accordance

with the provisionsof the Departmentof BankingCode.

Section 1806. Articles of Dissolution
(a) Contents—Whenall the liabilities of the institution havebeen

dischargedand all of its remaining assetshave beendistributed to its

shareholderspursuant to section 1805, articles of dissolution shall be
signedby two duly authorizedofficers of the institution under its seal
and shall contain:

(i) the nameof the institution and the post office addressof
its principal place of business,

(ii) a statementthat the institution has previouslydelivered a
certificateof election to dissolveto the Departmentof Bankingand
the date on which the approvedcertificatewas filed in the Depart-
ment of State,

(iii) a statementthat all liabilities of the institution havebeen

dischargedandthat the remainingassetsof the institutionhavebeen
distributed to its shareholders,and

(iv) a statementthat there are no suits pending against the
institution.
(b) Action by Departmentof Banking—The articlesof dissolution

shall be delivered to the departmenttogetherwith any applicablefiling
fee. If the Departmentof Banking finds that the articlessatisfy the re-
quirementsof this act, it shall deliver them with its written approvalto
the Departmentof State.
Section 1807. Certificate of Dissolution

If all applicablefees, chargesand taxesrequiredby law havebeen

paid, the receipt of articles of dissolutionby the Departmentof State
with the written approvalof the Departmentof Bankingshall constitute

‘“dissolutoin” in original.
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filing of the articlesof dissolutionas of the dateand time of receipt. The
Departmentof Stateshall immediatelyissueto theinstitution a certificate
of dissolutionasof the dateandtime of filing with the approvedarticles
of dissolutionattachedtheretoand shallmakeandretain a copy of such
certificateandarticles.Upon the filing of the articlesof dissolution,the
existenceof the institution shall cease.

Section 1808. Involuntary Dissolution
(a) Issuance of certificate of dissolution by department—In the

event that:
(i) a certificateof authorizationhas not beenissuedto a newly

incorporatedinstitution within two years after the date of its in-
corporationor such longer time as the departmentmay allow for
satisfactionof conditionsprecedentto the issuanceof a certificate,

(ii) pursuantto the Departmentof Banking Code,the assetsof
the institution have been liquidated or, after the departmenthas
taken possession,havebeen returnedto the institution for liquida-

tion or to liquidating trusteesor others,or
(iii) the departmentshall find, after notice to the institution

and a hearingif requestedby the institution,’ that the institution
has’ not exercisedany of its powersunderits articles,or in the case
of a privatebankunderits certificateof authorization,for any con-
tinuous period of two years,

the departmentshall issue under its seal a certificate of dissolutionre-
citing the applicablefactsandstatingthat the certificateof authorization
of the institution and, in the case of an incorporatedinstitution, its
articleshavebeenforfeited by reasonof such factsandshall file the cer-
tificate in the Departmentof State.

(b) Effect of certificate—Uponfiling of thecertificateof dissolution
in the Departmentof Stateall rights of the institution underits certifi-
cateof authorizationshall ceaseandin the caseof an incorporatedinsti-

tution, its existenceshall cease.

Section 1809. Distribution of Assetsupon Insolvency
In the distribution of the assetsof an institution which is liquidated

or dissolved,whetherunderthis act or under theDepartmentof Banking
Codeor by any othermethod,the order of paymentof liabilities of the
institution in the eventthat its assetsare insufficient to pay in full all its
liabilities for which claims are duly madeshall be:

(a) First, the paymentof costs and expensesof administrationof
the liquidation or dissolution,

(b) Second,the paymentof claims which aregiven priority by appli-

cable statutesand,if the assetsare insufficient for the paymentin full of
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all such claims, in the orderprovided by such statutesor, in the absence
of contraryprovisions, pro rata,

(c) Third, the paymentof all other claims pro rata, exclusiveof

claims on subordinatedsecuritiesof a savings bank or capital securities
of any other institution, and

(d) Fourth, the paymentof such subordinatedsecuritiesor capital
securities.

Chapter 19
Private Banks and Employes’ Mutual Banking Associations

Section 1901. Application of Chapter
This chaptershall apply to, and the words “unincorporatedinstitu-

tion” in this chaptershallmean,a private bankand an employes’mutual

banking association.

Section 1902. Continuationof and Changesin Existing Private Banks
and Employes’ Mutual Banking Associations

(a) Continuation—Any individual or partnershiplawfully engaged
upon theeffectivedateof this act in conductingthe businessof a private
bank,and any unincorporatedassociationso engagedin conducting the
businessof an employes’mutual bankingassociation,may continueto do
sobutno newprivate bankor employes’mutualbankingassociationshall
hereafterbe established.

(b) Admission of new partners in a private bank—A partnership
which owns and operatesa private bank may admit a new partner, and
an ~individual private banker may form a partnershipfor conducting

the private bank with one or more other individuals, but if any new
partner is a limited partner, or if he takespart in the conduct of the
businessof the privatebank,it shallprocurea new certificateof authori-
zation.

(c) Deathor withdrawalof partnerin a private bank—Neitherthe
deathnor withdrawalof a partnerin a privatebankshall changeits status
if one or more of the remainingpartnerselect to continue its business
and assumeall of its obligations, but if the deceasedor withdrawing
partnerhadtakenpart in the conductof the businessor if its net worth
is reducedas a result of such deathor withdrawalthe privatebank shall
procure a new certificateof authorization.

(d) Deathof individual private banker—In case of the death of a

private bankerwho had conducteda private bank individually, his per-
sonalrepresentativeshall forthwith liquidate the private bank following
the order of distribution establishedby section1809, unlessthe depart-

‘“individaul” in original.
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ment shall takepossessionof the privatebankandthe Secretaryof Bank-
ing, as receiver,shall liquidate it. If thepersonalrepresentativeshallnot
begin or continuethe liquidation promptly and in a reasonablemanner
thedepartmentshall takepossessionfrom the personalrepresentativeand
the secretaryshall liquidate the private bank.

(e) Changesin employes’ mutual banking associations—Anem-
ployes’ mutual bankingassociationmay admit new membersin the man-
ner set forth in its articles of associationor by-laws. Neither the death
nor withdrawal of a membershall affect the statusof the association,
except that in caseof the deathor withdrawalof all of the membersof
the association,the departmentshall take possessionof the association
and the Secretaryof Banking shall liquidate it.

Section 1903. Application for Certificate of Authorization

(a) Signature—Everyprivate bank which is required to obtain a
new certificate of authorizationshall file a written application with the

department,which shall be signed in duplicateoriginals:
(1) in the case of a private bank owned and operatedby an

individual, by him, and
(ii) in the case of a private bank owned and operatedby a

partnership,by not less than two of the partnersand also, in the
caseof a privatebank filing an applicationby reasonof the admis-
sion of a new partneror partners,by the partner or partnersbeing

admitted.
(b) Contents—Theapplication shall be in the form prescribedby

the department,and shall set forth:

(i) the name of the private bank;

(ii) the locationof the place or placesof businessof theprivate
bank;

(iii) the full name,residence,post-officeaddressand citizenship
of the individual applicantor of each partnerof the applicant and
the namesandpost-office addressesof the officersor agentsin active
chargeof the businessof the private bank;

(iv) the statementthat, in the case of a private bank owned
by an individual, he is a residentof Pennsylvania,and in the case
of a privatebank ownedby a partnership,at leastone partneris or
is about to becomea residentof Pennsylvania;

(v) in the caseof a partnership,the partnershipagreement,or
a statementthat the liability of eachpartneris unlimited;

(vi) a detailed statementof the resources,liabilities, and net
worth of the private bank; and
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(vii) any other informationbearinguponits financial condition,

which the departmentshallprescribe.

Section 1904. Issuanceof Certificate of Authorization or Rejectionof

Application

(a) Issuanceof certificate—Thedepartmentshall, immediatelyupon
receipt of the application of a private bank, conductsuch investigation
as it may deemnecessaryto ascertainthe financial condition and respon-
sibility of the private bank, and the reliability of any new partner or

partnersbeing admitted. If it shall find that the provisions of this act
have beencomplied with, that the financial condition and responsibility
of the private bank is such as to warrant a continuanceof the business
andthat it approvesany new partneror partners,it shall retain and file
one of the duplicate originals of the application,and shall issue a cer-
tificate of authorization, empoweringthe private bank to continue in

business.The otherduplicateoriginal andthe certificateof authorization
shall be sent by the departmentto the private bank.The certificateshall
at all timesbe conspicuouslypostedin the place of businessof the pri-

vatebankin view of its customers.

(b) Appeal from rejection—If the departmentshall reject the ap-
plication, it shall forthwith returnit to the privatebank,statingin detail
its reasonsfor doing so. The private bank may, within thirty days after
the departmentgives it notice of suchrejection, appeal to the Court of
CommonPleasof DauphinCounty by filing a complaint namingthe Sec-
retary of Bankingasdefendant,allegingin brief detail the facts setforth
in the applicationandthe rejectionof the applicationby the department.
The complaintshallbeservedupon the secretarywho shall, within twenty
days from the date of such service,file an answer,in which he shall set
forth the grounds for rejecting the application.Upon the filing of the
answer,the caseshall be at issue, and the court shall proceedto take
testimonyand to hear anddetermineit. From the decisionof the Court
of CommonPleasan appealmaybe takenby eitherpartyto the Supreme
Court of Pennsylvania,as in other cases.The departmentshall act in
accordancewith the final determinationof suchproceedings.

(c) Failure to apply for certificate—If a private bank doesnot file

an applicationfor a certificateof authorizationas requiredby this chap-
ter, or if it doessoand its applicationis finally rejected,the private bank
shall forthwith ceasetransactingany bankingbusinessand shall at once
liquidateits assets,following the order of distribution establishedby sec-
tion 1809. If the privatebankdoesnot begin or continuesuchliquidation
promptly and in a reasonablemanner,the departmentshall take posses-
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sion andthe Secretaryof Bankingas receivershall liquidate the private

bank.
Section 1905. ReserveAgainst Deposits

No certificateof authorizationshall be grantedto a private bank
unlessit shallhavea reservefund for depositsin an amountat least equal
to that requiredby this act for an incorporatedbank. The entire amount
of such reservefund shall be at all timesmaintainedin the mannerpro-
vided by this act for an incorporatedbank.

Section 1906. Segregationof Assets
All assetsof a private bankshallbe segregatedandkept apartfrom

the property and assetsof the owner or owners of the private bank in
their individual capacities.All such assetsshall be carriedin the nameof
the private bankor in the nameof a nomineeof the private bank. If its

nameis the sameas that of the individual owner, or, in the caseof a
partnership,of any of the ownersthereof,all assetsof the private bank

shallbe carriedin suchname,with the additionof the descriptivewords
“private bank.” In such caseall deeds,mortgages,assignments,contracts
and agreementsshall be received, taken or enteredinto in the name of
the private bank with the addition of the descriptivewords “private

bank.”

Section 1907. Exclusionfrom FinancialRecordsof Loansto Ownersof
Private Bank and Certain Investments

No loan madeby aprivatebank,directly or indirectly, to the owner
or ownersthereof,or to any personwith whom the owner or any of the
owners of such private bank is associatedas partneror memberof an
unincorporatedassociation,or to any corporationtwenty-five percentor
moreof the capitalof which is owned legal~lyor equitablyby the owners
of the private bank, andno investmentmadein any businessconducted

by any such partnership,unincorporatedassociationor corporationshall
be included as an assetupon the booksor otherrecordsor in any state-
ment of the financialcondition of the private bank,except to the extent

of the value of a mortgageupon real propertywhich complies with the
requirementsof this act or the marketvalue of collateral which secures

suchloan.

Section 1908. Powersof Private Banks
(a) Extent of powers—Exceptas otherwisespecifically provided in

this act, a private bank shallhaveall of the powersof a natural person
and,exceptfor generalcorporatepowersunder this act, it shall also have
all of the powersof a bank,but it shall be subjectto the samerestrictions
and limitations as are imposedupon a bank by this act regardingdirect
leasingof personalproperty, indebtednessacquired from a single ens-
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tomer, real estate loans, loans secured by sharesof corporate stock,
pledgesfor deposits,bondsandsuretyship,borrowings,preferential rates

of interestand loans to and agreementsfor the paymentof money of
officers and employes.

(b) Net worth as basis for limitations—Where any restriction or
limitation is imposedupon a bankbasedupon a percentageof its capital

and surplus,suchpercentage,in the caseof a privatebank,shall be com-
puted upon its net worth. No such percentagerestriction or limitation
shall apply to the issuing, negotiating,buying, or underwriting of, pri-
marily for the purposeof resaleor distribution, or to the selling or dis-
tributing of, or to the dealingat wholesaleor retail or through syndicate
participation in, bonds, debentures,notesor other securitiesby any pri-
vate bankwhich is registeredas a dealerin securitiesunder the laws of
this Commonwealthandwhich hasa networth of not less than onehun-

dred thousanddollars.
(c) Offices in other statesand 1 countries—A private bank, which,

upon the effectivedateof this act, lawfully maintainsone or more offices
or placesof businessin any other state or foreign country may do and
perform all suchacts,andmakeall suchloans,discounts,andinvestments
at such offices or placesof businessas are permittedor requiredunder
the laws of such other state or foreign country, subject to such restric-
tions or limitations as may be imposedby the laws of such other stateor
foreign country.

Section 1909. Powersof Employes’Mutual BankingAssociation
(a) Extent of powers—Exceptas otherwisespecifically provided in

this act and except for the general corporatepowerswhich are given

by this act to a bank,an employes’mutualbankingassociationshall have
all of the powersof a bank,and shall be subject to the samerestrictions
and limitations as are imposedupon a bank by this act.

(b) Net worth as basis for limitations—Where any restriction or
limitation is imposedupon a bank,basedupon a percentageof its capital

andsurplus,suchpercentage,in the caseof an employes’mutualbanking
association,shallbe computedupon its net worth.

(c) Agency in securitiestransactions—Anemployes’ mutual bank-
ing associationwithout otherwisebeing licensed, when so authorizedin

writing by a member,may, ashis agent,purchasefor his account stocks,

bondsor other obligationsof the employing corporation or of its sub-
sidiariesor affiliates.

(d) Transactionsin sharesof stock—Thelimitations and restrictions

“counties” in original.
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imposedby this act on transactionsof a bank with respectto sharesof
corporatestock shall not apply to transactionsof an employes’ mutual
bankingassociationwith respectto sharesof stock of the employingcor-
poration or its subsidiariesor affiliates.

Section 1910. Directors, Officers, Employesand Attorneys of Unincor-
poratedInstitutions

(a) Board—Thebusinessand affairs of a private bank may be, and
thoseof an employes’mutualbanking associationshallbe, managedby a
boardof directors.The partnershipagreement,the articlesof association
or the by-lawsof suchunincorporatedinstitution may grant the board of
directorssuchpowers,prescribesuchprocedures,and imposesuchrestric-
tions and limitations upon the board and upon the individual members
thereofas the partnersin the private bankor the membersof the asso-
ciation may agreeupon with respectto all mattersthat aredealt with as
to incorporatedinstitutions by chapter 14 of the act or which are nor-
mally providedfor by the articlesor by-lawsof an incorporatedinstitu-
tion.

(b) Officers—Anunincorporatedinstitution may havesuch officers,
who shall havesuch functions and authority, as may be specified in its

partnershipagreementor articlesof associationor by-laws.
(c) Bonds—Eachofficer and employeof an unincorporatedinstitu-

tion and any director who is authorizedto handlemoney or negotiable
assetsshall be bonded,and the unincorporatedinstitution shall pay the

cost of such bond. The form, amount and surety of such bondsshall be
suchas is approvedby the governingbody of the unincorporatedinstitu-
tion but the departmentmay require an additional amount or new or
additional surety.

(d) Responsibilityof directors and officers—Directorsand officers

of anunincorporatedinstitution shalldischargethe dutiesof their respec-
tive positionsin good faith andwith that diligence, careand skill which
ordinarily prudent men would exerciseunder similar circumstancesin
like positions.

Section 1911. RecordingPowersof Attorney
An unincorporatedinstitution shall, in the mannerprovidedby sec-

tion 1412 of this act with respectto incorporatedinstitutions,designate
the individual or individuals who areauthorizedto makeentriesof record
affecting mortgages.

Section 1912. Prohibitions Applicable to Directors, Trustees,Officers,
Em~loyesand Attorneys

(a) No director, trustee,officer, employeor attorneyof an unincor-
poratedinstitution or of an affiliate of the institution shall:
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(i) receive anything of value for procuring or attempting to
procureany loanfrom or investmentby the institution,

(ii) overdrawhis depositaccountin the institution, or

(ill) purchase,or directly or indirectly be interestedin the
purchase,from the institution for less than its face value of any
promissory note or other evidence of indebtednessissued by the
institution.

(b) A violation of this sectionshallbe subject to the penalty provi-
sions of this act.

Section1913. Conversionof PrivateBank into IncorporatedInstitution

(a) Authority—A private bank may convert into a bankor a bank
andtrust companyupon adoptionof a plan of conversionby its owneror
ownersand approvalof the department.

(b) Application for approvalby department—Theprivatebankshall
makean applicationto the departmentfor approvalof the conversionin

a mannersimilar to that prescribedfor the conversionof a nationalbank
into an institution by chapter 17 of this act, and shall deliver to the
departmentthe samedocumentsandfeesas a nationalbankmust deliver.
The articlesof conversionof the private bank shallbe signedby two of
the partnersin the privatebank,if it is ownedandoperatedby a partner-
ship, otherwiseby the individual private banker, and the private bank
shalladvertisein the mannerrequiredby section1705 of this act.

(c) Approval by department—Uponreceipt of the application the
departmentshall conductan investigation. It shall either approveor dis-
approvethe applicationand notify the private bank, following as nearly

as is feasible in either casethe procedureprescribedwhen the applicant
is a national bank.

(d) Certificate of conversion—If the Departmentof Banking shall
approve the application,it shall deliver the articlesof conversionwith
its written approvalto the Departmentof State andnotify the private
bankof its action. If all thetaxes, feesandchargesrequiredby law shall
havebeenpaid andif the nameof the resulting institution continuesto

be reservedor is available on the recordsof the Departmentof State,
thereceiptof thearticlesof conversionby the Departmentof Statewith
thewritten approvalof theDepartmentof Bankingshall constitutefiling
of the articlesof conversionas of the dateand time of receipt or as of

any later date and time specifiedby the Departmentof Banking. The
Departmentof State shall immediatelyissue to the resulting institution
a certificate of conversion with the approved articles of conversion
attachedtheretoandshallmakeand retaina copy of such certificateand
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articles.As of the filing of the articlesof conversionin the Department
of State,the conversionshall becomeeffective.

(e) Conclusivenessof certificate—Thecertificateof conversionshall
be conclusiveevidenceof the performanceof all conditionsrequiredby
this act for conversionof a privatebankinto an incorporatedinstitution,
except as againstthe Commonwealth.

(f) Succession—Whena conversionbecomeseffective, the resulting
institution shallhave,without further act or deed,all the property,rights,
powers,dutiesand obligationsof the private bank.

(g) Articles of resulting institution—The articlesof the resulting
institution shall be the provisionsstatedin the articlesof conversion.

(h) Authorized business—Theresulting institution shall have the
authority to engageonly in such businessand exerciseonly such powers
as it would haveupon original incorporationunder this act and shall be
subject to the sameprohibitions and limitations to which it would be

subjectupon original incorporation.
(i) Liabilities—No liability of the private bank or of its owners,

partners,directors,or officers shall be affected,nor shall any lien on any
propertyof the private bankbe impairedby the conversion.In addition,
the resulting institution shall be responsiblefor all of the liabilities of
theprivatebankto the sameextentas if suchliabilities had beeninitially
incurred by the resulting institution. Any claim existingor action pend-
ing by or againsttheprivatebankmay be prosecutedto judgmentagainst
the owner or ownersof the private bank as if the conversionhad not
takenplaceandalso againstthe resulting institution, whichmay be added
as a party defendantin any such actionor may be substitutedas defend-
ant in place of the private bank.

Section 1914. Voluntary Dissolution of Private Bank or Employee’
Mutual Banking Association

(a) Planof dissolution—Anunincorporatedinstitution may elect to
dissolvevoluntarily upon:

(i) ‘adoptionby an individual private bankeror the partnersin
a private bank,or by at least two-thirds of the membersof an em-
ployes’ mutualbankingassociation,of a plan of dissolutionproviding

for the full paymentof its liabilities, and

(ii) approvalof such plan by the departmentafter application

for approval in a form prescribedby the departmentaccompanied
by a copy of theplan.

(b) Certificate of election for voluntary dissolution—Immediately
after adoption and approvalof a plan of dissolution,the unincorporated

institution shall deliver to the departmenta certificate of dissolution
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which shallbe signedby the individual private bankeror by two of the
partnersor membersof the unincorporatedinstitution and which shall
contain:

(i) thename of the unincorporatedinstitution,
(ii) the locationandpost office addressof its principal place of

business,
(iii) the nameand addressof the individual private bankeror

of eachof the partnersin the privatebank,or of eachof the officers
anddirectorsof the employes’ mutual banking association,and

(iv) astatementof themannerin which theplan of dissolution
was adopted.
(c) Filing of certificate—If the Department of Banking has ap-

provedthe plan of dissolutionand if the certificatesatisfies the require-
mentsof this act andif all applicablefeesandchargeshavebeenpaid, the
departmentshall issue to the unincorporatedinstitution the approved
certificateof electionto dissolveandshallmakeandretaina copy thereof.

(d) Effect of certificate—Upon the issuanceof an approved cer-
tificate of an election to dissolve, the unincorporatedinstitution shall
ceaseto carry on its businessexceptinsofar asmay be necessaryfor the
properwinding up thereof.

(e) Winding up—Theunincorporatedinstitution shall give notices,

payclaims,disposeof unclaimedproperty,andmakereportsto the depart-
mentin the samemanneras anincorporatedinstitution in voluntary dis-
solutionis requiredto do by section1805 of this act.

(f) Possessionby department—Ifduring the course of dissolution
proceedingsit appearsthat the assetsof the unincorporatedinstitution
will not be sufficient to dischargeits liabilities, the departmentmay take
possessionof the businessand property of the institution and complete
the dissolutionin accordancewith the provisions of the Departmentof
BankingCode.

(g) Articles of dissolution—Whenall the liabilities of the unincor-

poratedinstitution havebeendischargedandall its remainingassetshave
beendistributed to the personsentitled thereto, articles of dissolution
shallbe signedby the individual privatebankeror by two of thepartners
or membersof the institution and shall contain statementssubstantially
similar to those required in articles of dissolutionof an incorporated
institution.

(h) Certificate of dissolution—Thearticles of dissolutionshall be

deliveredto the department.If all applicablefees, chargesand taxesre-
quiredby law havebeenpaid, the departmentshall immediatelyissue to
the unincorporatedinstitution a certificateof dissolution as of the date
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and time of filing with the approved articles of dissolution attached
theretoandshall makeand retain a copy of such certificateand articles.
Upon the filing of the articles of dissolution, the existenceof the un-
incorporatedinstitution shall cease.

Chapter20
Provisions Applicable to Departmentof Banking

and Banking Board
Section 2001. Application of Chapter

Thischaptershallapply to, andthe word “institution” in this chapter

shallmean,an institution subject to this act.
Section 2002. Examinationsand Reports

(a) Frequency and scope of examinations—Thedepartmentshall
examineall institutions at least once each year and may examineany
institution more frequently and at any time it deemssuch action neces-
sary or desirablefor protectionof depositors,other creditorsor share-
holders.The examinationshall include a review of the accounts,records
andaffairs of theinstitution, its compliancewith law, suchothermatters
as the departmentmay determineand in the case of a bank and trust
companyor a trust companya review of accountsheld in a fiduciary or
otherrepresentativecapacity.

(b) Federalagencies—Inthe caseof an institution which is a mem-
berof the FederalReserveSystemor in the caseof an institution whose
depositsare insured by the FederalDeposit InsuranceCorporation,the
departmentmay accept,in lieu of any examinationrequiredby this sec-
tion and in lieu of any report required by the Departmentof Banking
Code, examinationsand reports madepursuantto the FederalReserve
Act 1 or the FederalDeposit InsuranceCorporation Act.

(c) Departmentof Banking Code—Exceptas modified by the pro-
visions of this section,the provisionsof the Departmentof BankingCode
governingexaminationsandreportsshall continueto apply to institutions.

Section 2003. Examinationof Affiliates and PersonsPerforming Bank
Services

For the purposeof determiningthe condition of an institution and

information concerningit, the departmentmay at any time examinean
affiliate of an institution to the sameextent that it may examinethe in-
stitution underthis act and the departmentof Banking Code andmay at
any time examinea personperformingbank servicesfor the institution
to the extent providedin section107(d).
Section 2004. Relationshipof Institutions and Their Personnelwith

Officials and Employeeof Department

‘“of’ in original.
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(a) Loans and Gifts—Except as provided in subsection(d) of this
section,an institution or any director, trustee, officer, employe or at-
torney thereof shallnot grantor give to the Secretaryof Banking, any
official or employe of the department,any deputy receiver of any em-
ploye of the Secretaryof Banking as receiver, none of whom shall re-
ceive, any sumof money or any propertyas a gift or loan or otherwise,
directly or indirectly—subjectto the penalty provisionsof this act.

(b) Interestin institutions—The Secretaryof Banking, any official
or employeof the department,any deputy receiver or any employe of
the Secretaryof Banking as receivershall not hold any office or posi-
tion in, haveany direct or indirect pecuniaryinterest in, or directly or
indirectly own sharesor securitiesissued by, an institution, except that
the Secretaryof Banking may continueto own sharesor securitiesis-
suedby aninstitution which areownedby him on the dateof his appoint-

ment and all sharesor securitiesdistributed by the institution and re-
ceivedby him on accountof the sharesor securitiesso owned—subjectto
the penalty provisionsof this act.

(c) Disclosureof interest of Secretaryof Banking—In the event
of such ownershipof sharesor securitiesby the Secretaryof Banking,
he shall disclosethe ownership,amount and dateof acquisitionof such

sharesor securitiesin writing to the Secretaryof the Commonwealth
immediately after his appointment and shall not during his term of
office participatein any decision or take any action concerningan in-

stitution in which he owns suchsharesor securitiesother than actionsor
decisionsgenerally applicable to institutions or classesof institutions.
In the event of disqualification of the Secretaryof Banking from par-
ticipation in any decisionor actionfor suchreason,all authority vestedin
him by law shall for the purposeof such decisionor action be exercised

by the senior Deputy Secretaryof Banking.

(d) Excepted transactions—Theprohibitions of subsections (a)
and (h) of this sectionshall not apply to either:

(i) a loan subject to the provisions of this act securedby a
lien on the homeof the Secretaryof Banking, an official or employe

of the department,a deputy receiver or an employe of the Secre-
tary of Bankingas receiver,or

(ii) a deposit account with an institution of any such indi-

vidual.

Section 2005. Banking Board
(a) Functions—Thefunctions of the Banking Board shall be:

(i) to exercisethe power to removefrom his office or position

an officer, employe,director, trustee or attorney of an institution
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pursuant to the provisions of section 501 of the Departmentof
Banking Code, and

(ii) to be availableupon call of the departmentfor advice con-
cerning any action of the departmenton any other matter arising
under this act, but the departmentshall havethe responsiblityfor

decision as to any such action.
(b) Termof office—The termof office of eachmemberof theBank-

ing Boardappointedafter the effectivedateof this act shallbe five years.
The current term of eachmemberserving on the effectivedate of this

act shall continue for the remainderof the period for which he was
appointed.

(c) Qualifications—Amemberof the Banking Board appointedby
the Governorfrom nominationssubmittedby the PennsylvaniaBankers
Associationshallhaveat leastfive years’experiencein any businessof the

kinds in which institutions are engaged.At all times at least two mem-
berswho are serving underappointmentsmadeby the Governorother
than from nominationsshallbe individuals who are not engagedin any

businessof the kinds in which institutions are engaged.

Chapter 21
Penaltiesand Criminal Provisions

Section 2101. Application of Chapter
This chaptershall apply to all personsaffectedby this act and the

word “institution” as used in this chaptershall meanan institution sub-
ject to this act.

Section 2102. Penalties and Criminal Provisions Applicable to Di-
rectors, Trustees,Officers, Employee and Attorneys

of Institutions
(a) Violations of sections1413, 1416, 1912 and 2004 (a)—A di-

rector, trustee, officer, employe or attorney of an institution who wil-

fully violatesany of theprovisionsof sections1413, 1416, 1912 or 2004
(a) of this act shall be guilty of amisdemeanorandshallupon conviction
thereof be subject to imprisonmentfor a period not exceedingone year,
or a fine not exceedingone thousanddollars ($1,000),or both; andshall
be subjectto a further fine of a sumequal to:

(i) the amount of money or the value of the property which
he receivesfor procuring or attempting to procure a loan or in-

vestmentby the institution, in the case of a violation of section
1413 (a) (i) or of section1912 (a) (i);

(ii) the amount by which his deposit account in the institu-
tion is overdrawn,in the caseof a violation of section1413 (a) (ii)

or of section 1912 (a) (ii);
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(iii) the face value of the promissory note or other evidence
of indebtednessissued by the institution, in the caseof a violation
of section 1413 (a) (iii) or section1912 (a) (iii);

(iv) the amount of any profit which he receiveson the trans-
action, in the caseof a violation of section 1416; and

(v) the amount of money or value of the property given di-
rectly or indirectly as a gift or loan or otherwise, in the caseof a
violation of section‘2004 (a).

(b) Violations of sections107 and 1415—A director, trustee,officer
or employe of an institution who wilfully violates the accountingrules
statedin section107,or who wilfully makesor receivesa loan or acquires
anagreementfor the paymentof moneyin violation of section1415, shall
be guilty of a misdemeanorand shall upon conviction thereof be sub-
ject to imprisonmentfor a period not exceedingone year or a fine not
exceedingone thousanddollars ($1,000), or both. An individual com-
mitting a violation of section 1415 shall be subject to a further fine
equal to the amount of the loan or the agreementfor the paymentof
moneyon which a director, trustee,officer or employe of the institution
is liable, and shall be foreverdisqualifiedfrom acting as a director, trus-
tee, officer or employeof any institution.

(c) Violations of section 403 (g)—A director, officer or employe
of an institution who wilfully makesor receivesa loan of funds held
by the institution as fiduciary in violation of section 403 (g) shall be
guilty of amisdemeanorandupon conviction thereof shallbe:

(i) subject to imprisonment for a period not exceedingone
yearor a fine not exceedingone thousanddollars ($1,000),or both,

(ii) subject to a further fine equal to the amount of the loan
madein violation of section403 (g), and

(iii) forever disqualified from acting as a director, officer or
employe of any institution.

(d) Violations of section 1010 (a)—If an institution transactsany
businessbefore receipt of a certificate of authorization in violation
of section 1010 (a), the directorsor trusteesand officers who wilfully
authorizedor participatedin suchaction, excepta directoror trusteewho
dissentedtherefromand causedhis dissentto be filed at the time in the

department,or who, being absentat the time suchaction wasauthorized,
filed his dissent upon hearing of the action, shall be severally liable

for the debts and liabilities of the institution incurred prior to the
receipt of the certificate of authorization.

‘“2005(a)” in original.
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Section 2103. Penalties Applicable to Institutions for Violation of

Section 705
An institution which fails to give written notice to the department

of a deficiency in its reservefund as required by section 705 shall pay

to the departmenta penalty of fifty dollars ($50) for each day that it
doesnot give such notice after the time fixed by section 705 for the
giving of such notice. The departmentmay in its discretion relieve any
institution from the paymentof suchpenalty, in whole or in part, upon
a showing to the departmentof good causefor the failure of the in-
stitution to give such notice.If an institution fails to pay apenalty from
which it has not been thus relieved, the Departmentof Banking may
throughthe Departmentof Justicemaintainan actionat law to recoverit.

Section 2104. PenaltiesApplicable to PersonsSubject to This Act
(a) Violations of sections105, 106—Any personwho wilfully en-

gagesin the businessof receivingdepositsor money for transmission,or
who wilfully establishesa placeof businessfor suchpurpose,in violation
of section 105 and any personwhom such personrepresents,and any
corporationwhich wilfully acts in a fiduciary capacity in violation of
section 106,shall be guilty of a misdemeanorand shall upon conviction
thereof be subject, in the caseof an individual, to imprisonmentfor a
period not exceedingone year, or a fine not exceedingone thousand
dollars ($1,000), or both, and, in the caseof any otherperson, to a fine

not exceedingfive ‘thousanddollars ($5,000).
(b) Violations of section2004 (a)—A violation of the prohibitions

of section2004 (a) by the Secretaryof Banking, an official or employe
of1the department,a deputy receiveror an employeof the Secretaryof
Banking as receiver shall constitutesufficient ground for removal from
office. In addition, any such individual wilfully committing such viola-
tion shall be guilty of a misdemeanorand shall upon conviction thereof
be subject to imprisonmentfor a period not exceedingone year, or a
fine not exceedingone thousanddollar~s($1,000), or both; and shall be

subject to a further fine equal to the ‘amount of money or value of the
property which such individual has directly or indirectly received in
violation of section2004 (a).

Chapter 22
Effective Date, Repealersand Transition Provisions

Section 2201. Effective Date
This act shall take effect at 12 :01 A. M. on the first Sundayof the

month which is the secondmonth after the month in which this act is

approved.
Section 2202. Specific Repealers



SESSION OF 1965. Act No. 356 975

Exceptas provided in section2204, the following actsand partsof
acts and all amendmentsthereof are hereby repealedto the extent
specified:

(a) Theact approvedMay 15, 1933 (P. L. 624) entitled,as amended,

“An act relating to the businessof banking, and to the exerciseof fi-
duciarypowers by corporations;providing for the organizationof cor-

porationswith fiduciary powers, and of banking corporations,with or
without fiduciary powers, including the conversionof National banks
into Statebanks,and for the licensingof privatebankersand employee’
mutual banking associations;defining the rights, powers, duties, liabili-
ties, and immunities of ‘such corporations,of existent corporationsau-
thorized to engage in a banking business,with or without fiduciary

powers, of private bankersand employee’ mutual banking associations,
andof the officers, directors,trustees,shareholders,attorneys,and other
employeeof all such corporations, employes’ mutual banking associa-
tions or private bankers, or of affiliated corporations,associations,or
persons;restrictingthe exerciseof banking powersby any other corpo-
ration, association,or person, and of fiduciary powers by any other
corporation; conferring powers and imposing duties upon the courts,
prothonotaries,recordersof deeds,and certain State departments,com-
missions, and officers; imposing penalties; and repealing certain acts
and parts of acts”, absolutely;

(b) Sections301, 401 A, 401 C, 401 E, 402 B, 501 B, 501 C, 503 A,
503 C and 1011 A of the act approvedMay 15, 1933 (P. L. 565), en-
titled “An act relating to the powersand duties of the Departmentof
Banking and the Secretaryof Banking in exercisingsupervision over,

and taking possessionof and conducting or liquidating the business
and property of, corporations,associations,and personsreceiving de-

posits or otherwisetransactinga banking business,corporationsacting
as fiduciaries,and building and loan associations;providing for the pay-
ment of the expensesof the Departmentof Banking by supervisedcor-
porations,associations,or persons,and appropriatingthe Banking De-
partmentFund; authorizingthe Departmentof Banking, under certain
circumstances,to examinecorporations,associations,or personsaffiliated,

or having businesstransactionswith supervisedcorporations,associa-
tions or persons;authorizingappealsto the SupremeCourt, and pre-
scribingand limiting the powers and duties of certain other courts and
their prothonotaries,registersof wills, recordersof deeds,and certain

State departments,commissions,and officers; authorizing certain local
public officers and Statedepartmentsto collect feesfor servicesrendered
under this act; providingpenalties;and repealingcertain actsand parts
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of acts,” as applicable to banks,bank and trust companies,trust com-
panies,savingsbanks,private banksand employee’ mutualbanking asso-
ciations,in the caseof sections401 A, C andE, 402 B, 503 A, 503 C and
1011 A of that act; as applicableto the Secretaryof Banking, a deputy
examiner,clerk or other employeof the Department of Banking, or a
deputyreceiveror otheremployeof the Secretaryof Bankingas receiver

in relationshipswith banks,bankand trust companies,trust companies,
savings banks, private banks and employes’ mutual banking associa-
tions, in the case of section 301 of that act; and as applicable to the

BankingBoard to the extent 1 inconsistentwith this act in the caseof
sections501 B and 501 C;

(c) The act approvedMay 15, 1933 (P. L. 796) entitled,as amended,
“An act providing for the preservationof the recordsor photographic
film reproductions,or photographicor photostatic copies thereof, of

banks,bankand trust companies,trust companies,savingsbanks,private
banks, employee’mutual banking associations,and national banking as-
sociations;providing that suchphotographicfilm reproductionsor photo-
graphicor photostaticcopiesshall be admissiblein evidenceequally and

with the same force and effect as the original records; providing a
meansfor the final adjustmentand settlementof depositors’ accounts;
and imposing penaltiesfor violations”, absolutely;

(d) The act approvedAugust 21, 1953 (P. L. 1253), entitled “An

act authorizingminors to open and maintain bank accounts,and fixing
the rights and dutiesof minors, the minors’ parents or guardians,and

the depository bank with respectthereto,” absolutely; and
(e) As much of the lastparagraphof section1 of the act of June8,

1923, (P. L. 685), entitled “An act prescribingthe fees for the officç
of Secretaryof the Commonwealth”, as authorizes or requires a de-
termination by the Secretaryof the Commonwealththat papers to be

receivedor filed by him are in accordancewith law, insofar as it relates
to banks, bank and trust companies, trust companies,savings banks,
private banksand employes’ mutual banking associations.
Section 2203. General Repealer

Exceptas provided in section 2204, all acts and parts of acts in-
consistentwith this act are hereby repealed.
Section2204. Transition Provisions

(a) Transactionsand proceedingscommencedunder or pursuant
to statutesrepealedby this act shall be terminated, completed or en-
forced pursuantto the provisionsof such statuteswhich for such pur-
pose shall remain in full force and effect as to such transactionsand
proceedings.

“inconsistest” in original.
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(b) Any agreement, transactionor relationship which was valid
immediatelyprior to the effective date of this act and which continues
after the effective date of this act shall remainvalid although not in
compliancewith the provisions of this act, except that any affirmative

action requiredby this act which may be legally taken in connection
with such agreement,transactionor relationship shall be taken within
suchreasonabletime after the effectivedate of this act as may be fixed
by the departmentunless the requirement of such action would im-
pair any vestedright.

APPROVED—The30th day of November,A. D. 1965.

WILLIAM W. SCRANTON

No. 357

AN ACT

SB 392

Authorizing cities of the first class and counties of the first class to adopt the food

stamp program and providing for payment of the costs of administration thereof.
The GeneralAssembly of the Commonwealthof Pennsylvaniahereby

enactsas follows:

Section1. The city council of any city of the first cl’assor any county
of the first classmay by ordinanceor resolution adopt the food stamp
program.Upon adoptionof the program the city or county shall appro-
priate money and shall pay, quarterly from city or county funds, the

amountscertified to the city or county as being the obligations to the
State Departmentof Public Welfare for thirty percent of the amount
expendedby the departmentfor administrationof the food stamppro-

gram for the county or city during the fiscal year 1965-1966,for forty
percentof the amount expendedduring the fiscal year 1966-1967 and

for fifty percent of the amount expendedduring the fiscal year 1967-
1968 and thereafter.

Section 2. This act shall take effect immediately.

APPROVED—The 1st day of December,A. D. 1965.

WILLIAM W. SCRANTON


