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MULTISTATE TRUST | NSTITUTIONSACT

CHAPTER 1. GENERAL PrROVISIONS; TRUST INSTITUTION
AUTHORIZED ACTIVITIES

SUBCHAPTER A. GENERAL

Section

1.001. TiTLE AND PURPOSE.
1.002. CeERTAIN DEFINITIONS.
1.003. REGULATIONS.

1.004. SEVERABILITY.

CHAPTER 1. GENERAL PROVISIONS; TRUST INSTITUTION
AUTHORIZED ACTIVITIES

SUBCHAPTER A. GENERAL
§1.001. Titleand Purposes
@ This Act may be cited as the Multigtate Trust Indtitutions Act.

(b) It isthe express intent of this Act to permit banks and other depository indtitutions,
foreign banks and trust companies to engage in the trust business on amultistate and international basis
to the extent congstent with the safety and soundness of the trugt ingtitutions engaged in atrust business
in this state and the protection of consumers, clients and other customers of such trugt ingtitutions.

8 1.002. Certain Definitions
@ Inthis Act:

1) "Account” means the client relationship established with atrust company
involving the trandfer of funds or property to the trust company, including a relationship in which the trust
company acts as trustee, executor, administrator, guardian, custodian, conservator, bailee, receiver,
registrar, or agent, but excluding a reaionship in which the trust company acts soldly in an advisory

capacity.
2 "Act asafidudary" or "acting as afiducary" meansto:

(A) accept or execute trusts, including to (i) act as trustee under awritten
agreement; (ii) receive money or other property in its capacity as trustee for investment in redl or

*

DRAFTING NOTE: These two chapters of the Act, together with Chapters 3, 4and 5in
Appendix One and Chapters 6, 7 and 8 in Appendix Two, comprise a comprehensive
Multistate Trust Institutions Act.



persond property; (iii) act astrustee and perform the fiduciary duties committed or trandferred to it by
order of a court of competent jurisdiction; (iv) act as trustee of the estate of a deceased person; or
(v) act astrustee for aminor or incapacitated person;

(B) adminiger in any other fiduciary capacity red or tangible persond
property; or

(C) act pursuant to order of court of competent jurisdiction as executor or
adminigtrator of the estate of a deceased person or as a guardian or conservator for aminor or

incapacitated person.

©)] "Administer" with respect to redl or tangible persond property means, asan
agent or in another representative capacity, to possess, purchase, sell, lease or insure, safekeep or
otherwise manage the property;

4 "Affiliate’ means acompany that directly or indirectly controls, is controlled by,
or is under common control with atrugt ingitution or other company.

(5) "Bank" has the meaning st forth in 12 U.S.C. § 1813(h); provided that the
term "bank” shdl not include any “foreign bank™ as defined in 12 U.S.C. 8§ 3101(7), except for any such
foreign bank organized under the laws of aterritory of the United States, Puerto Rico, Guam, American
Somoa or the Virgin Idands, the deposits of which are insured by the Federal Deposit Insurance
Corporation.

(6) "Bank supervisory agency” means.

(A)  Any agency of another state with primary responsibility for chartering
and supervisng atrust inditution; and

(B)  The Office of the Comptroller of the Currency, the Federd Deposit
Insurance Corporation, the Board of Governors of the Federal Reserve System, the Office of Thrift
Supervison and any successor to these agencies.

@) "Branch" with respect to a depository inditution has the meaning set forth in
[state banking statute(s) defining " branch”].

(8) "Charter" means acharter, license or other authority issued by the
Commissioner or abank supervisory agency authorizing atrust inditution to act asafiduciary inits
home ate.

9 "Client" means a person to whom atrugt ingditution owes a duty or obligation
under atrust or other account administered by the trust ingtitution or as an advisor or agent, regardiess
of whether the trust indtitution owes a fiduciary duty to the person. The term includes the non-contingent
beneficiaries of an account.



(10) "Commissone™ means the Commissioner of Banks then in office and, where
appropriate, dl of hisor her successors and predecessorsin office. [DRAFTING NOTE: If your
state uses a different title for the responsible supervisor of State-chartered banks, you should
change this definition to conformto the title of the responsible supervisor, and the term
"Commissioner" as used throughout this Chapter should be changed.]

(11) "Company" includes abank, trust company, corporation, limited ligbility
company, partnership, association, business trust, or another trust.

(12) "Depatment” meansthe [state] Department of Banking.

(13) "Depogtory inditution” means any company chartered to act as afiduciary and
included for any purpose within any of the definitions of “insured depoditory inditution” as set forth in 12
U.S.C. 88 1813(c)(2) & (3).

(14) "Fduciary record" means a matter written, transcribed, recorded, received or
otherwise in the possession or control of atrust company, whether in physical or eectromagnetic form,
that is necessary to preserve information concerning an act or event relevant to an account or a client of
atrust company.

(15) "Foreign bank" means aforeign bank, as defined in section 1(b)(7) of the
Internationa Banking Act of 1978, chartered to act as afiduciary in a Sate other than this Sate.

(16) "Home dtate' means (A) with respect to afederdly chartered trust ingtitution
and aforeign bank, the state in which such inditution maintainsits principa office and (B) with respect
to any other trust indtitution, the state which chartered such ingtitution.

(17) "Home date regulator” means the bank supervisory agency with primary
respongbility for chartering and supervising an out-of-date trust ingtitution.

(18) "Hods date’ means adtate, other than the home State of atrust indtitution, or a
foreign country in which the trust inditution maintains or seeks to acquire or establish an office.

(19) "Licensg' means the authority granted by the Commissioner pursuant to this Act
to establish, acquire or maintain atrust office,

(20)  "New trugt office” means atrugt office located in a host state which (i) is
origindly established by the trust indtitution as a trust office and (ii) does not become a trust office of the
trust inditution as aresult of (A) the acquisition of another trust indtitution or trust office of another trust
indtitution or (B) a merger, consolidetion, or converson involving any such trust inditution or trust office,

(21) "Office" with respect to atrust inditution means the principd office, atrust office
or arepresentative trust office, but not a branch.



(22) "Out-of-date bank" means abank chartered to act as afiduciary in any state or
dtates other than this state.

(23) "Out-of-date trust company” means either a trust company thet is not a Sate
trust company or a savings association whose principa office is not located in this state.

(24) "Out-of-date trust indtitution” means atrust inditution that is not a Sate trust
inditution.

(25) "Person" meansan individud, acompany or any other legd entity.
(26) "Principd office" with respect to:

(A) adatetrust company, means alocation registered with the Commissoner
as the state trust company's home office a which:

() the state trust company does business,

(i)  the state trust company keeps its corporate books and a set of
its materid records, including materid fiduciary records, and

(i)  at least one executive officer of the State trust company
maintains an office; or

(B) atrug inditution other than agtate trust company, meansits principa place
of businessin the United States.

(27) "Regigraion" means the process by which atrust ingtitution has been authorized
by the Commissioner to acquire, establish or maintain arepresentative trust office in this state.

(28) "Representative trust office’ means an office a which atrust inditution has been
authorized by the Commissioner to engage in atrust business other than acting as afiduciary.

(29) "Savingsassociaion” means adepodtory inditution thet is neither abank nor a
foreign bank.

(30) "State' means any date of the United States, the Didtrict of Columbia, any
territory of the United States, Puerto Rico, Guam, American Samoa, the Trust Territory of the Pacific
Idands, the Virgin Idands, and the Northern Mariana ldands.

(31) "State bank" means (A) abank chartered to act as afiduciary by this state or
(B) aforeign bank as defined in section 1(b)(7) of the International Banking Act of 1978 chartered to
act asafiduciary in this sate.



(32) "Satetrust company™” means acorporation or alimited liability trust company
organized or reorganized under this Act, including a trust company organized under the laws of this Sate
before the effective date of this Act.

(33) "Saetrud inditution” means atrug inditution having its principd office in this
dtate.

(34) "Trust busness' means the holding out by a person to the public by advertisng,
solicitation or other means thet the person is available to perform any service of afiduciary inthisor
another gtate, including but not limited to:

(A) ating asafiduciary, or

(B) totheextent not acting as afidudary, any of thefollowing: (i) recaiving
for safekeeping persona property of every description; (ii) acting as assignee, bailee, conservator,
custodian, escrow agent, registrar, receiver or transfer agent; or (iii) acting asfinancia advisor,
investment advisor or manager, agent or attorney-in-fact in any agreed upon capacity.

(35) "Trust company” means a state trust company or any other company chartered
to act asafiduciary that is neither a depository ingtitution nor aforeign bank.

(36) "Trust inditution" means a depository inditution, foreign bank, Sate bank or
trust company.

(37) "Trug office’ means an office, other than the principa office, a which atrust
indtitution islicensed by the Commissioner to act asafiduciary.

(38) "Unauthorized trust activity" means (A) acompany, other than one identified in
section 1.101(a), acting as afiduciary within this Sate, (B) acompany engaging in atrust busnessin this
date at any office of such company that is not its principd office, if it isadae trugt inditution, or thet is
not atrust office or arepresentative trust office of such company, or (C) an out- of-Sate trust indtitution
engaging in atrust businessin this sate at any time an order issued by the Commissioner pursuant to
section 2.302(b) isin effect.

(b)  Thesedefinitions shal be liberaly construed to accomplish the purposes of the Act.
Additiond definitions applicable to this Act are contained in section 6.001. The Department by rule
may adopt other definitions to accomplish the purposes of this Act.

§1.003. Regulations

The Commissioner may promulgate such regulations as he or she determines to be necessary or
gopropriate in order to implement the provisons of this Act.



§1.004. Severability.

If any provison of this Act or the gpplication of such provison isfound by any court of
competent jurisdiction in the United States to be invalid asto any trust indtitution or other person or
circumstance, or to be superseded by federa law, the remaining provisons of this Act shal not be
affected and shdl continue to apply to any trust ingtitution or other person or circumstance.

SuBCHAPTER B. CoMPANIESAUTHORIZED TO ACT As A FIDUCIARY

Section

1.101 ComPANIESAUTHORIZED TO AcT ASA FIDUCIARY.
1.102 AcTiviTiIESNOT REQUIRING A CHARTER, ETC.
1.103 TRuUST BUSINESSOF STATE TRUST INSTITUTION.
1.104 OuT-OF-STATE TRUST INSTITUTION.

1.105 NAME OF TRUST INSTITUTION.

SUBCHAPTER B. CoMPANIESAUTHORIZED TO ACT As A FIDUCIARY
§1.101. Companies Authorized to Act asa Fiduciary
@ No company shdl act asafiduciary in this Sate except:
@ A date trust company;
2 A state bank;

©)] A savings association organized under the laws of this state and authorized to
act asafiduciary pursuant to [state savings association law].

4 A nationd bank having its principa office in this sate and authorized by the
Comptroller of the Currency to act asafiduciary pursuant to 12 U.S.C. 92a.

(5) A federdly chartered savings associaion having its principd office in this date
and authorized by itsfederd chartering authority to act asafiduciary.

(6) An out- of-gtate bank with a branch in this state established or maintained
pursuant to [state inter state banking and branching act] or atrust office licensed by the
Commissioner pursuant to this Act.

@) An out- of-gate trust company with atrust office licensed by the Commissioner
pursuant to this Act.

(8) A foreign bank with atrust office licensed by the Commissioner pursuant to this
Act, or



9 [Pursuant to the provisions of this state'sreciprocal trust activities act,
if any].

(b) No company shdl engage in an unauthorized trust activity.
§1.102. ActivitiesNot Requiring a Charter, Etc.

Notwithgtanding any other provison of this Act, acompany does not engage in the trust
business or in any other business in amanner requiring a charter, license or registration under this Act or
in an unauthorized trugt activity by:

@ acting in amanner authorized by law and in the scope of authority as an agent of atrust
indtitution with respect to an activity which is not an unauthorized trugt activity;

(b) rendering a service customarily performed as an attorney or law firm in a manner
approved and authorized by the Supreme Court [or State Bar] of this date;

(© acting as trustee under a deed of trust delivered only as security for the payment of
money or for the performance of another act;

(d) engaging inthe [ | business regulated by [applicable state agencies);

(e receiving and distributing rents and proceeds of sale as alicensed red estate broker on
behdf of aprincipd in amanner authorized by the [state real estate agency];

® engaging in a securities transaction or providing an investment advisory serviceasa
licensed and registered broker-deder, investment advisor or registered representative thereof, provided
the activity is regulated by the state [blue sky regulator] or the Securities and Exchange Commisson;

(9 engaging in the sde and adminidration of an insurance product by an insurance
company or agent licensed by the Department of Insurance to the extent that the activity is regulated by
the Department of Insurance;

(h) engaging in the lawful sde of prepaid funerd benefits under a permit issued by
[applicable state regulator] under [applicable provison of law] or engaging in the lavful business of
aperpetual care cemetery corporation under [applicable provison of law];

() acting as trustee under avoting trust as provided by [applicable provison of law];

()] acting astrustee by a public, private, or independent ingtitution of higher education or a
univergty system, as those terms are defined by [applicable provision of law], induding its effiliated
foundations or corporations, with respect to endowment funds or other funds owned, controlled,
provided to or otherwise made available to such ingtitution with respect to its educationa or research

purposes;



(k) engaging in other activities expresdy excluded from the gpplication of this Act by rule of
the Department;

() rendering services customarily performed by a certified public accountant in a manner
authorized by the [state regulator of public accountants;

(m)  provided the company isatrust ingtitution and is not barred by order of the
Commissioner from engaging in atrust business in this sate pursuant to section 2.302(b) hereof, (1)
marketing or soliciting in this state through the mails, telephone, any ectronic means or in person with
respect to acting or proposing to act as afiduciary outside of this sate, (2) ddivering money or other
intangible assets and recelving the same from a client or other person in this state; or (3) accepting or
executing outsde of this date atrust of any dient or otherwise acting as afiduciary outsde of this sate
for any dient.

8§ 1.103. Trust Business of State Trust | nstitution

@ A datetrugt indtitution may act as afiduciary or otherwise engage in atrust
businessin thisor any other sate or foreign country, subject to complying with gpplicable laws of such
state or foreign country, at an office established and maintained pursuant to this Act, at abranch or a
any location other than an office or branch.

(b) In addition, a state trust ingtitution may conduct any activities a any office
outsde this sate that are permissible for atrust ingtitution chartered by the host state where the officeis
located, except to the extent such activities are expresdy prohibited by the laws of this state or by any
regulation or order of the Commissioner gpplicable to the state trust ingtitution; provided, however, that
the Commissioner may waive any such prohibition if he or she determines, by order or regulation, that
the involvement of out- of-gate offices of date trust indtitutionsin particular activities would not threaten
the safety or soundness of such gtate trust ingtitutions.

8§ 1.104. Trust Business of Out-Of-State Trust I nstitution

An out-of-gate trugt inditution which establishes or maintains one or more officesin this
gtate under this Act may conduct any activity at each such office which would be authorized under the
laws of this date for agate trust ingtitution to conduct at such an office.

8 1.105. Name of Trust I nstitution

A date trust company or out-of-gate trust inditution may register any name with the
Commissioner in connection with establishing aprincipa office, trust office or representative trust office
in this state pursuant to this Act, except that the Commissioner may determine that a name proposed to
be registered is potentialy mideading to the public and require the registrant to sdlect aname which is
not potentidly mideading.
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CHAPTER 2. TRUST INSTITUTION OFFICES
SUBCHAPTER A. STATE TRUST INSTITUTION OFFICES

8§2.001. Trust Business

10



A date trust company or a state bank may:

@ perform any act asafiduciary;
(b) engage in any trust business;

(© exercise any incidental power that is reasonably necessary to enableit to fully exercise,
according to commonly accepted fiduciary customs and usages, a power conferred in this Act; and

(d) if adtate trust company, exercise any other power authorized by Section 4.101 of this
Act.

§2.002. Branches and Officesof State Trust I nstitutions

@ A date trust indtitution may act as afiduciary and engagein atrust busness a each trust
office as permitted by this Act and a a branch.

(b) A datetrust indtitution may not act as afiduciary but may otherwise engage in atrust
business a a representative trust office as permitted by this Act.

(© Notwithstanding the foregoing subsections (a) and (b), a Sate bank or a state trust
company may not engage at an out- of-dtate office in any trust business not permitted for such an office
by the hogt state where the office islocated to trust institutions chartered by such state.

§2.003. State Trust Company Principal Office

@ Each gae trust company must have and continuoudy maintain aprincipa office in this
date.

(b) Each executive officer at the principa officeis an agent of the state trust company for
service of process.

(© A date trust company may changeits principd office to any location within this sate by
filing awritten notice with the Commissoner setting forth the name of the state trust company, the street
address of its principa office before the change, the street address to which the principd officeisto be
changed, and a copy of the resolution adopted by the board authorizing the change.

(d) The change of principa office shall take effect on the 31t day after the date the
Commissioner receives the notice pursuant to paragraph (c) above, unless the Commissioner establishes
an earlier or later date or unless prior to such day the Commissioner notifies the sate trust company that
it must establish to the satisfaction of the Commissoner that the relocation is congstent with the origind
determination made under section 4.003(b) of this Act for the establishment of a state trust company at
that location, in which event the change of principd office shdl take effect when gpproved by the
Commissioner.

11



§2.004. Trust Office; Representative Trust Office

@ A datetrugt indtitution may establish or acquire and maintain trust offices or
representative trust offices anywhere in thisstate. A state trust ingtitution desiring to establish or acquire
and maintain such an office shdl file awritten notice with the Commissioner setting forth the name of the
date trust ingtitution, the location of the proposed additiona office and whether the additiona office will
be atrust office or a representative trust office, furnish a copy of the resolution adopted by the board
authorizing the additiona office and pay thefiling fee, if any, prescribed by the Commissoner.

(b) The natificant may commence business at the additiona office on the 31t day after the
date the Commissioner receives the notice, unless the Commissioner specifies an earlier or later date.

(© The 30 day period of review may be extended by the Commissioner on a determination
that the written notice raises issues that require additiond information or additiond timefor andyss. If
the period of review is extended, the Sate trust indtitution may establish the additiond office only on
prior written gpprova by the Commissioner.

(d) The Commissoner may deny approva of the additiona office if the Commissioner finds
that the notificant lacks sufficient financia resources to undertake the proposed expans on without
adversaly affecting its safety or soundness or that the proposed office would be contrary to the public
interest.

§ 2.005. Out-of-State Offices

@ A date bank, a state trust company or a savings association chartered under the laws of
this state may establish and maintain a new trust office or a representative trust office or acquire and
maintain an office in a ate other than this gate. Such atrugt indtitution desiring to establish or acquire
and maintain an office in another state under this section shdl file anotice on aform prescribed by the
Commissioner, which shdl set forth the name of the trust indtitution, the location of the proposed office,
whether the office will be atrust office or a representative trust office, and whether the laws of the
jurisdiction where the office will be located permit the office to be maintained by the trust inditution,
furnish a copy of the resolution adopted by the board authorizing the out- of-state office, and pay the
filing feg, if any, prescribed by the Commissioner.

(b) The natificant may commence business a the additiona office on the 31t day after the
date the Commissioner receives the notice, unless the Commissioner specifies an earlier or later date.

(© The 30 day period of review may be extended by the Commissioner on adetermination
that the written notice raises issues tha require additiond information or additiond time for andyss. If
the period of review is extended, the trust ingtitution may establish the additiona office only on prior
written approva by the Commissioner.

(d) The Commissioner may deny gpprova of the additiond office if the Commissioner finds

12



that the notificant lacks sufficient financia resources to undertake the proposed expanson without
adversdy affecting its safety or soundness or that the proposed office would be contrary to the public
interest. In acting on the notice, the Commissioner shal condder the views of the appropriate bank

SUpervisory agencies.
SUBCHAPTER B. OUT-OF-STATE TRUST INSTITUTION TRUST OFFICE
8§2.101. Trust Businessat a Branch or Trust Office

An out- of-gate trust indtitution may act as afiduciary in this state or engage in atrust business at
an officein thisgtate only if it maintains (i) atrust officein this State as permitted by this subchapter or
(i) abranch inthis Sate.

§2.102. Establishing an Interstate Trust Office

@ An out- of-date trust inditution that does not operate atrust office in this state and that
meets the requirements of this subchapter may establish and maintain anew trust office in this sate.

[(OPTIONAL PROVISION: b) Until January 1, 1999, an out-of-statetrust institution
may not establish a new trust office in this state unlessa similar ingtitution chartered under
thelaws of thisstateto act asafiduciary, is permitted to establish a new trust office that may
engage in activities substantially similar to those per mitted to trust offices of out-of-state trust
institutions under section 2.101 of thisAct, in the state wher e such out-of-state trust ingtitution
hasitsprincipal office]

§2.103. Acquiring an Interstate Trust Office

@ An out- of-gate trust ingtitution that does not operate atrust officein this state and that
meets the requirements of this subchapter may acquire and maintain atrust office in this sate.

[(OPTIONAL PROVISION: b) Until January 1, 1999, no out-of-statetrust institution
may maintain atrugt officein this state unlessa smilar ingtitution chartered under the laws of
thisstateto act asa fiduciary is permitted to acquire and maintain a trust office through an
acquisition of atrust officein the state where such out of state trust ingtitution hasits principal
office and may engagein activities substantially similar to those permitted to trust offices of
out-of-state trust institutions under section 2.101 of thisAct, in the state wher e such out-of-
statetrust institution hasits principal office.]

§2.104. Requirement of Notice
An out-of-gate trust ingtitution desiring to establish and maintain a new trust office or acquire
and maintain atrust office in this sate pursuant to this subchapter shal provide, or cause its home Sate

regulator to provide, written notice of the proposed transaction to the Commissioner on or after the date
on which the out-of-date trust ingtitution gpplies to the home state regulator for approva to establish

13



and maintain or acquire the trust office. Thefiling of such notice shal be preceded or accompanied by a
copy of the resolution adopted by the board authorizing the additiona office and the filing fee, if any,
prescribed by the Commissioner.

§2.105. Conditionsfor Approval

€)) No trust office of an out-of-gate trust ingitution may be acquired or established in this
dtate under this subchapter unless:

Q) The out-of-gtate trust indtitution shal have confirmed in writing to the
Commissoner that for aslong asit mantains atrus office in this sate, it will comply with dl gpplicable
laws of this Sate.

2 The natificant shal have provided satisfactory evidence to the Commissioner of
compliance with (i) any gpplicable requirements of [state foreign cor poration qualification statute]
and (i) the applicable requirements of its home state regulator for acquiring or establishing and
maintaining such office.

©)] The Commissioner, acting within 60 days after receiving notice under section
2.104, shall have certified to the home state regulator that the requirements of this subchapter have been
met and the notice has been gpproved or, if gpplicable, that any conditions imposed by the
Commissioner pursuant to paragraph (b) below have been satisfied.

(b) The out-of-date trust ingtitution may commence business a the trust office on the 61t
day after the date the Commissoner receives the notice unless the Commissioner specifies an earlier or
later date, provided, with respect to an out- of-date trust inditution that is not a depository indtitution
and for which the Commissioner shdl have conditioned such gpprova on the satisfaction by the
notificant of any requirement applicable to a Sate trust company pursuant to section 4.103(b) or section
4.107 of this Act, such indtitution shall have satisfied such conditions and provided to the Commissioner
satisfactory evidence thereof.

(© The 60 day period of review may be extended by the Commissioner on a determination
that the written notice raises issues that require additiond information or additiond time for andyss. If
the period of review is extended, the out- of-gate trust inditution may establish the office only on prior
written approva by the Commissioner.

(d) The Commissoner may deny gpprova of the office if the Commissioner finds that the
notificant lacks sufficient financia resources to undertake the proposed expansion without adversely
affecting its safety or soundness or that the proposed office is contrary to the public interest. In acting
on the notice, the Commissioner shal consider the views of the appropriate bank supervisory agencies.
§2.106. Additional Trust Offices

An out- of-gate trugt indtitution that maintains atrust office in this state under this subchapter
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may establish or acquire additiona trust offices or representative trust officesin this state to the same
extent that a gate trust ingtitution may establish or acquire additiond offices in this ate pursuant to the
procedures for establishing or acquiring such offices set forth in section 2.004.

SuBCHAPTER C. OuUT-OF-STATE TRUST INSTITUTION REPRESENTATIVE TRUST OFFICE
§2.201. Representative Trust Office Business

@ An out-of-gate trugt ingtitution may not act as afiduciary, but may otherwise engagein
atrust business, at a representative trust office as permitted by this subchapter.

(b) Subject to the requirements contained in this subchapter, an out- of- date trust inditution
may establish and maintain representative trust offices anywhere in this state.

§2.202. Registration of Representative Trust Office

@ An out-of-gate trust indtitution may establish or acquire and maintain a representative
trust officein thisstate. An out-of-date trust indtitution not maintaining atrust office in this state and
desiring to establish or acquire and maintain a representative trust office shdl file anotice on aform
prescribed by the Commissioner which shall set forth the name of the out- of- Sate trust indtitution and
the location of the proposed office and satisfactory evidence that the notificant is atrust inditution,
furnish a copy of the resolution adopted by the board authorizing the representative trust office, and pay
the filing fee, if any, prescribed by the Commissioner.

(b) The notificant may commence business a the representative trust office on the 31t day
after the date the Commissioner receives the notice, unless the Commissioner specifies an earlier or later
date.

(© The 30 day period of review may be extended by the Commissioner on adetermination
that the written notice raises issues that require additiona information or additiona time for andyss. If
the period of review is extended, the out- of-gtate trust ingtitution may establish the representative trust
office only on prior written gpprova by the Commissioner.

(d) The Commissioner may deny gpprovd of the representative trust office if the
Commissioner finds that the notificant lacks sufficient financid resources to undertake the proposed
expangon without adversely affecting its safety or soundness or that the proposed office would be
contrary to the public interests. In acting on the notice, the Commissoner shall consder the views of the
appropriate bank supervisory agencies.

SUBCHAPTER D. SUPERVISION OF OUT-OF-STATE TRUST INSTITUTION
§2.301. Examinations; Periodic Reports, Cooper ative Agreements, Assessment of Fees

@ To the extent congstent with subsection (c) of this section, the Commissioner may make
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such examinations of any office established and maintained in this state pursuant to this chapter by an
out-of-gate trust inditution as the Commissioner may deem necessary to determine whether the officeis
being operated in compliance with the laws of this state and in accordance with safe and sound banking
practices. The provisionsof [state bank examination statute] shdl apply to such examinations.

(b) The Commissioner may require periodic reports regarding any out- of- Sate trust
ingtitution that has established and maintained an office in this State pursuant to this chepter. The
required reports shal be provided by such trust indtitution or by the home state regulator. Any reporting
requirements prescribed by the Commissioner under this subsection (b) shall be (i) consstent with the
reporting requirements applicable to Sate trust companies and (i) appropriate for the purpose of
enabling the Commissioner to carry out his or her respongbilities under this chapter.

(© The Commissioner may enter into cooperdtive, coordinating and informationsharing
agreements with any other bank supervisory agencies or any organization affiliated with or representing
one or more bank supervisory agencies with respect to the periodic examination or other supervision of
any officein this date of an out- of-date trugt indtitution, or any office of a date trust ingtitution in any
hogt state, and the Commissioner may accept such a party's report of examination and report of
investigation in lieu of conducting his or her own examination or investigation.

(d) The Commissioner may enter into contracts with any bank supervisory agency that has
concurrent jurisdiction over a gtate trust ingditution or an out-of-gate trust ingtitution mantaining an
officein this Sate to engage the services of such agency's examiners at a reasonable rate of
compensation, or to provide the services of the Commissioner's examiners to such agency a a
reasonable rate of compensation. Any such contract shal be deemed a sole source contract under
[appropriate section of state procurement law].

(e The Commissoner may enter into joint examinations or joint enforcement actions with
other bank supervisory agencies having concurrent jurisdiction over any office established and
maintained in this Sate by an out-of-gate trust indtitution or any office established and maintained by a
date trugt indtitution in any host state; provided, that the Commissioner may at any time take such
actions independently if the Commissioner deems such actions to be necessary or appropriate to carry
out hisor her responsihilities under this subchapter or to ensure compliance with the laws of this Sate;
but provided further, that, in the case of an out-of-gate trust ingtitution, the Commissioner shdl
recogni ze the exclusive authority of the home state regulator over corporate governance metters and the
primary responsbility of the home state regulator with respect to safety and soundness matters.

® Each out- of-date trust indtitution that maintains one or more offices in this sate may be
assessed and, if assessed, shdl pay supervisory and examination fees in accordance with the laws of this
gate and regulations of the Commissioner. Such fees may be shared with other bank supervisory
agencies or any organization affiliated with or representing one or more bank supervisory agenciesin
accordance with agreements between such parties and the Commissioner.

§ 2.302. Enforcement
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Consgtent with [state administrative procedur es act], after notice and opportunity for
hearing,

@ The Commissioner may determine:

Q) that an office maintained by an out- of- date trust inditution in this State is being
operated in violaion of any provison of the laws of this state or in an unsafe and unsound manner; or

2 that a company is engaged in an unauthorized trugt activity.

In elther event, the Commissioner shdl have the authority to take al such enforcement actionsashe or
she would be empowered to take if the office or the company were a ate trust company, including but
not limited to issuing an order temporarily or permanently prohibiting the company from engaging in a
trust busnessin this date;

(b) The Commissioner may determine by order that an out-of- state trust ingtitution engaging
in or proposing to engage in atrust busnessin this state does not meet the requirements for establishing
arepresentative trugt office in this state pursuant to section 2.202, which order shal be effective on the
date of issuance or such other date as the Commissoner shal determine;

(© In cases involving extraordinary circumstances requiring immediate action, the
Commissioner may take any action permitted by section 2.302 (a) or (b) without notice or opportunity
for hearing, but shal promptly afford a subsequent hearing upon an gpplication to rescind the action
taken. The Commissioner shdl promptly give notice to the home state regulator of each enforcement
action taken againgt an out- of-gtate trust ingtitution and, to the extent practicable, shal consult and
cooperate with the home state regulator in pursuing and resolving said enforcement action.

§ 2.303. Notice of Subsequent Merger, Closing, Etc.

Each out-of-date trugt indtitution that maintains an office in this state pursuant to this chapter, or
the home state regulator of such trust ingtitution, shall give at least 30 days prior written notice (or, in the
case of an emergency transaction, such shorter notice asis consistent with gpplicable state or federal
law) to the Commissioner of (i) any merger, consolidation, or other transaction that would cause a
change of control with respect to such out-of-gate trust inditution or any bank holding company that
controls such trust ingtitution, with the result that an application would be required to be filed pursuant to
the federa Change in Bank Control Act of 1978, as amended, 12 U.S.C. 81817(j), or the federa Bank
Holding Company Act of 1956, as amended, 12 U.S.C. 81841 et seg., or any successor statutes
thereto, (ii) any trandfer of al or substantialy al of the trust accounts or trust assets of the out- of-state
trust inditution to another person or (iii) the dlosing or dispostion of any office in this Sate.
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APPENDIX ONE

ADDITIONAL CHAPTERSOF
MULTISTATE TRUST INSTITUTIONSACT
TO STRENGTHEN STATE TRUST I NSTITUTIONS

STATE TRUST INSTITUTION CHARTER M ODERNIZATION ACT
CHAPTER 3. TRUSTS AND FIDUCIARIES

Section
3.001. TiTLE AND PURPOSES.
3.002. DEFINITIONS.

SUBCHAPTER A. DESIGNATION OF TRUSTEE AND GOVERNING LAW
Section
3.101. DESIGNATION OF TRUSTEE.
3.102. CHoicE oF LAw GOVERNING TRUSTS.
3.103. CHoicE oF LAw GOVERNING FIDUCIARY INVESTMENTS.
SUBCHAPTER B. DELEGATION; AFFILIATES
Section
3.201. DELEGATION AND FIDUCIARY RESPONSIBILITY.
3.202. AFFILIATES.
SuBCHAPTER C. FEES
Section
3.301. FEE DETERMINATION.
3.302. DiscLOSURE OF POTENTIAL CONFLICTS OF INTEREST.

SuBCHAPTER D. ACQUISITION OF TRUST ASSETS

Section
3.401. PURCHASE OF ASSETS OF ANOTHER TRUST INSTITUTION.

CHAPTER 4. STATE TRUST COMPANY
SUBCHAPTER A. ORGANIZATION; GENERAL

Section
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4.101. ORGANIZATION AND POWERS OF STATE TRUST COMPANY.

4.102. ARTICLESOF ASSOCIATION OF STATE TRUST COMPANY.

4.103. APPLICATION FOR STATE TRUST COMPANY CHARTER.

4.103. NOTICE AND INVESTIGATION OF CHARTER APPLICATION.

4.105. HEARING AND DECISION ON CHARTER APPLICATION.

4.106. IssUANCE OF CHARTER.

4.107. ReQUIRED CAPITAL.

4.108. APPLICATION OF LAWSRELATING TO GENERAL BUSINESS CORPORATIONS.
4.109. CoMMISSIONER HEARINGS, APPEALS.

[4.110 TrRust CoMPANIES CHARTERED UNDER PRIOR LAW. OPTIONAL PROVISION]

SUBCHAPTER B. AMENDMENT OF ARTICLES;
CHANGESIN CAPITAL AND SURPLUS

Section

4.201. AMENDMENT OF STATE TRUST COMPANY ARTICLES OF ASSOCIATION.
4.202. ESTABLISHING A SERIES OF SHARES OR PARTICIPATION SHARES.
4.203. CHANGE IN OUTSTANDING CAPITAL AND SURPLUS.

4.204. CAPITAL NOTES OR DEBENTURES.

SUBCHAPTER C. PrRIVATE TRuST COMPANY

Section

4.301. PrivATE TRUST COMPANY.

4.302. REQUIREMENTSTO APPLY FOR AND MAINTAIN STATUSASA PRIVATE TRUST COMPANY.
4.303. CoNVERSION TO PuBLIC TRUST COMPANY.

CHAPTER 5. INVESTMENTS, LOANSAND DEPOSITS

SUBCHAPTER A. ACQUISITION AND OWNERSHIP
OF STATE TRUST CoMPANY FACILITIESAND OTHER REAL ESTATE

Section
5.001. INVESTMENT IN STATE TRUST COMPANY FACILITIES.
5.002. OTHER ReAL ESTATE.

SUBCHAPTER B. INVESTMENTS

Section

5.101. SECURITIES.

5.102. TRANSACTIONSIN STATE TRUST COMPANY SHARES OR PARTICIPATION SHARES.
5.103. StATE TRUST COMPANY SUBSIDIARIES.

5.104. MuTuAL FunDs.

5.105. ENGAGING IN COMMERCE PROHIBITED.
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SUBCHAPTER C. LOANS

Section
5.201. LENDING LIMITS.
5.202. LEASE FINANCING TRANSACTIONS.

SUBCHAPTER D. TRUST DEPOSITS
Section
5.301. TrusT DEPOSITS.
5.302. CoMMON INVESTMENT FUNDS.
SUBCHAPTER E. LIABILITIESAND PLEDGE OF ASSETS
Section

5.401. BORROWING LIMIT.
5.402. PLEDGE OF ASSETS
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CHAPTER 3. TRUSTS AND FIDUCIARIES

Section
3.001. TiTLE AND PURPOSES.
3.002. DEFINITIONS.

SUBCHAPTER A. DESIGNATION OF TRUSTEE AND GOVERNING LAW

Section

3.101. DESIGNATION OF TRUSTEE.

3.102. CHoice oF LAw GOVERNING TRUSTS.

3.103. CHoicE oF LAW GOVERNING FIDUCIARY INVESTMENTS.

SUBCHAPTER B. DELEGATION; AFFILIATES
Section
3.201. DELEGATION AND FIDUCIARY RESPONSIBILITY.
3.202. AFFILIATES.

SUBCHAPTER C. FEES

Section
3.301. FEE DETERMINATION.
3.302. DiscLOSURE OF POTENTIAL CONFLICTS OF INTEREST.

CHAPTER 3. TRUSTS AND FIDUCIARIES

§ 3.001. Titleand Purposes

@ This Act may be cited as the State Trust Ingtitution Charter Modernization Act.

(b) The express purposes of thisAct areto:

(1) provide for the chartering of trust companies and to permit trust companiesto act as
fiduciaries and otherwise engage in the trust business in this sate, provided they are adequately
capitaized, competently managed by persons of integrity, and supervised by the Commissioner of
Banks, dl in order to ensure that such trust companies are operated in compliance with law, in asafe
and sound manner and in amanner which protects their clients and customers and other consumersin

this sate;

(2) improve service and reduce costs for trugt ingtitution clients and customers and other
consumersin this state by modernizing sate laws to permit the delegation by trust inditutions of fiduciary
functions but not fiduciary responsibility, authorize dients to desgnate any trust indtitution to act for them
and to choose an appropriate Sate's law to govern fiduciary instruments and investments, and protect
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consumer's from excessve fees or undisclosed conflicts of interest of trust inditutions and their affiliates;
and

(3) permit adequeately capitdized and professonally managed trust companies serving
only family members and their effiliated entities to operate as private trust companies which may not
provide servicesto the genera public.

§ 3.002. Definitions

Definitions contained in sections 1.002 and 6.001 of the Multistate Trust Institutions Act shall
apply to this Act unless the context otherwise requires.

SUBCHAPTER A. DESIGNATION OF TRUSTEE AND GOVERNING LAW
§3.101. Designation of Trustee

Any person residing in this state may designate any trugt ingtitution to act as afiduciary on behalf
of such person.

§3.102. Choiceof Law Governing Trusts

Any trugt indtitution that maintains a trust office or representative trust office in this date and its
affected clients may designate either (i) this Sate, (ii) a state where affected clientsreside or (iii) the state
where such trugt ingtitution hasiits principd office as the sate whose laws shdl govern any written
agreement between such trust indtitution and its client or any instrument under which the trust indtitution
actsfor aclient.

§3.103. Choice of Law Governing Fiduciary Investments

Any trugt indtitution that maintains atrust office or representative trust office in this date and its
affected clients may designate elther (i) this Sate, (ii) a state where affected clientsresde or (iii) the state
where such trugt inditution has its principd office as the state whose laws shal govern with respect to
the fiduciary investment standards gpplicable to any written agreement between such trust ingtitution or
its dlient and any other instrument under which the trust indtitution acts for aclient.

SUBCHAPTER B. DELEGATION; AFFILIATES

§ 3.201. Delegation and Fiduciary Responsibility

@ Any person acting as atrustee or as any other fiduciary under the laws of this state may
delegate any investment, management or administrative function if such person exercises reasonable
care, judgment and caution in:

Q) selecting the delegate, taking into account the delegate's financid standing and
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reputation;
2 establishing the scope and other terms of any delegation; and

©)] reviewing periodicaly the delegate's actions in order to monitor overdl
performance and compliance with the scope and other terms of the delegation.

(b) Notwithstanding any delegation permitted by subsection (&) of this section, any person
acting as atrustee or in any other fiduciary capacity under the laws of this state shall retain respongbility
for the due performance of any ddegated fiduciary function.

§3.202. Affiliates

@ Any person acting as atrustee or in any other fiduciary capacity under section 3.201
may hire and compensate, as a ddegate, an affiliate of such person if:

@ authorized by atrust or fiduciary instrument;
2 authorized by court order;

©)] authorized in writing by eaech affected client; or
4 the standards of section 3.201 are satisfied.

(b) Fees paid to an afiliate shall be competitive with fees charged by non-affiliates thet
provide subgtantialy smilar services.

[DRAFTING NOTE: Optional proviso to subsection (b):

... provided, if an affiliate is used pursuant to subsection (a)(4) above, the amount of
fees paid to the affiliate shall also be consistent with best execution.]

SuBcHAPTER C. FEES
§ 3.301. Fee Determination

The compensation arrangement between a client and any person acting as atrustee or as any
other fiduciary pursuant to this Act shdl be at arm's length and any compensation pursuant to such
arrangement shall be a reasonable amount with respect to the services rendered.

§3.302. Disclosure of Potential Conflicts of I nterest
@ Any company, proposing to act as atrustee or in any other fiduciary capacity pursuant

to awritten agreement to be entered into with a prospective client after the effective date of this Act,
which company has any potentid or actua conflict of interest which may reasonably be expected to
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have an impact on the independence or judgment of such trustee or fiduciary, shal deliver adisclosure
statement to the prospective client (i) not less than 48 hours prior to entering into any written or ora
trust or fiduciary agreement with such client or prospective client, or (ii) a the time of entering into any
such agreement if the client has aright to terminate the agreement without penaty within 3 or more
business days after entering into the agreement.

(b) The disclosure statement shal contain appropriate information concerning the actua or
potentid conflict of interest. If such trustee or other fiduciary proposes to delegate any fiduciary
function to an ffiliate, the nature of the affiliation and whether the trustee or other fiduciary may directly
benefit from the delegation shdl be disclosed in the disclosure statement.

SUBCHAPTER D. ACQUISITION OF TRUST ASSETS
8 3.401. Purchase of Assatsof Another Trust Institution

@ Subject to the provisions of this section 3.401, atrust ingtitution may purchase assets of
a date trust company or trust-related assets of another trust inditution, including the right to control
accounts established with the trust ingtitution. Except as otherwise expressy provided by this or another
datute, the purchase of dl or part of the assets of the trust ingtitution does not make the purchasing trust
inditution respongble for any liability or obligation of the sdling trust indiitution that the purchasing trust
ingtitution does not expresdy assume. Except as otherwise provided by this Act, this subchapter does
not govern or prohibit the purchase by a state trust ingtitution of al or part of the assets of a corporation
or other entity that is not atrugt indtitution.

(b) If the acquiring indtitution is a state bank, a Sate trust company, an out- of-state trust
indtitution which maintains neither a branch nor atrust officein this sate, or a savings association
chartered under the laws of this sate, an gpplication in the form required by the Commissioner must be
filed with the Commissioner for any acquistion of al or subgtantidly dl of (i) the assets of a state trust
company or (ii) the trust assets of another trugt ingtitution. The Commissoner shdl investigate the
condition of the purchaser and seller and may require the submission of additiona information as
consdered necessary to make an informed decison. The Commissioner shal gpprove the purchase if:

@ the acquiring trust inditution will be solvent and have sufficient capitalization for
its business and location;

2 the acquiring trust indtitution has complied with al gpplicable statutes and rules
including without limitation any applicable requirements of chapter 3 of this Act;

(3 dl fiduciary obligations and lighilities of the parties have been properly
discharged or otherwise assumed by the acquiring trust ingtitution;

4) al conditions impaosed by the Commissioner have been satisfied or otherwise
resolved; and
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(5) al fees and cogts have been pad.

(© A purchase requiring an application pursuant to section 3.401(b) is effective on the date
of gpprova, unless the purchase agreement provides for, and the Commissioner consents to, adifferent
effective date.

(d) The acquiring trust indtitution shal succeed by operation of law to dl of therights,

privileges and obligations of the selling trust ingtitution under each account included in the assets
acquired.
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CHAPTER 4. STATE TRUST COMPANY
SUBCHAPTER A. ORGANIZATION; GENERAL

Section

4.101. ORGANIZATION AND POWERS OF STATE TRUST COMPANY.
4.102. ARTICLESOF ASSOCIATION OF STATE TRUST COMPANY.
4.103. APPLICATION FOR STATE TRUST COMPANY CHARTER.
4.103. NOTICE AND INVESTIGATION OF CHARTER APPLICATION.
4.105. HEARING AND DECISION ON CHARTER APPLICATION.
4.106. |ssUANCE OF CHARTER.

4.107. ReEQUIRED CAPITAL.

4.108. APPLICATION OF LAWSRELATING TO GENERAL BUSINESS CORPORATIONS.
4.109. CoMMISSIONER HEARINGS, APPEALS.

4,110 TrusT CoMPANIES CHARTERED UNDER PRIOR LAW.

SUBCHAPTER B. AMENDMENT OF ARTICLES;
CHANGESIN CAPITAL AND SURPLUS

Section

4.201. AMENDMENT OF STATE TRUST COMPANY ARTICLES OF ASSOCIATION.
4.202. ESTABLISHING A SERIES OF SHARES OR PARTICIPATION SHARES.
4.203. CHANGE IN OUTSTANDING CAPITAL AND SURPLUS.

4.204. CAPITAL NOTES OR DEBENTURES.

SUBCHAPTER C. PrIVATE TRUST COMPANY
Section
4.301. PrivATE TRUST COMPANY.
4.302. REQUIREMENTSTO APPLY FOR AND MAINTAIN STATUSASA PRIVATE TRUST COMPANY.
4.303. CoNVERSION TO PuBLIC TRUST COMPANY.

CHAPTER 4. STATE TRUST COMPANY

SUBCHAPTER A. ORGANIZATION; GENERAL

84.101. Organization and Powersof State Trust Company
€)) Subject to the other provisions of this chapter, one or more persons may organize and

charter a dtate trust company. A date trust company may perform any act as afiduciary or engagein
any trust business within or without this state.

(b) Subject to section 4.108 of this Act, a Sate trust company may exercise the powers of
a[state] business corporation reasonably necessary or helpful to enable exercise of its specific powers
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under this Act.

(© A date trust company may contribute to community funds, or to charitable,
philanthropic, or benevolent insgrumentaities conducive to public wefare, amounts that its board
condders gppropriate and in the interests of the state trust company.

(d) Subject to section 5.301 of this Act, a ate trust company may deposit trust funds with
itsdf or an effilicte.

(e Subject to obtaining any required insurance from the Federal Deposit Insurance
Corporation (FDIC), agtate trust company may receive and pay deposits with or without interest, made
by agencies of the United States Government or of a sate, county, or municipality.

§4.102. Articlesof Association of State Trust Company

The articles of association of a state trust company must be signed and acknowledged
by each organizer and must contain:

@ the name of the gate trust company;
(b) the period of its duration, which may be perpetud,;
(© the powers of the State trust company, which may be stated as.
(@)} al powers granted to a state trust company in this state; or

2 aligt of the specific powersthat the sate trust company choosesand is
authorized to exercise;

(d) the aggregate number of shares, or participation shares in the case of alimited
ligbility trust company, that the state trust company will be authorized to issue, the number of classes of
shares or participation shares, which may be one or more, the number of shares or participation shares
of each cdlassif more than one class, and a statement of the par vaue of the shares or participation
shares of each class or that the shares or participation shares are to be without par value;

(e if the shares or participation shares are to be divided into classes, the
designation of each class and statement of the preferences, limitations, and relative rights of the shares or
participation shares of each class, which in the case of alimited trust association may be more fully set
forth in the participation agreement;

® any provison limiting or denying to shareholders or participants the preemptive
right to acquire additiona or treasury shares or participation shares of the state trust company;

(9 any provision granting the right of shareholders or participants to cumulative
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voting in the eection of directors or managers,

(h) the aggregate amount of consderation to be received for al shares or
participation sharesiinitidly issued by the sate trust company, and a statement thet al authorized shares
or participation shares have been subscribed and that al subscriptions received provide for the
consderation to be fully paid in cash before issuance of the charter;

() any provison congstent with law that the organizers eect to set forth in the
articles of asociation for the regulation of the internd affairs of the sate trust company or that is
otherwise required by this Act to be set forth in the articles of association;

()] the street address of the state trust company's principal office required to be
maintained under section 2.003 of this Act; and

(k) the number of directors or managers condtituting the initia board, which may not
be fewer than 5 or more than 25, and the names and street addresses of the persons who are to serve
as directors or managers until the first annua meeting of shareholders or participants or until successor
directors or managers have been eected and qudified; or, at the option of the organizers of alimited
ligbility trust company, that will have not fewer than 5 or more than 25 participants, a statement that
management is vested in a board comprised of al participants, with management authority vested in
each participant in proportion to the participant's contribution to capita as adjusted from timeto timeto
properly reflect any additiona contribution, and the names and street addresses of the personswho are
to be the initid managing participants.

§84.103. Application for State Trust Company Charter

@ An gpplication for a sate trust company charter must be made under oath and in the
form required by the Commissioner and must be supported by information, data, records, and opinions
of counsd that the Commissioner requires. The gpplication must be accompanied by dl charter fees
and deposits required by statute or rule.

(b) The Commissioner shall grant a state trust company charter only on proof that one or
more viable markets exist within or outsde of this state that may be served in a profitable manner by the
establishment of the proposed state trust company. 1n making such a determination, the Commissioner
ghdl (i) examine the business plan which shal be submitted as part of the gpplication for agtate trust
company charter and (ii) consder:

Q) the market or markets to be served;

2 whether the proposed organizationa and capita structure and amount of initia
capitalization is adequate for the proposed business and loceation,

©)] whether the anticipated volume and nature of business indicates a reasonable
probability of success and profitability based on the market sought to be served;
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4 whether the proposed officers, directors, and managers, or managing
participants, as agroup, have sufficient fiduciary experience, ability, standing, competence,
trustworthiness, and integrity to justify abelief that the proposed state trust company will operatein
compliance with law and that success of the proposed state trust company is probable;

(5) whether each principa shareholder or participant has sufficient experience,
ability, sanding, competence, trustworthiness, and integrity to justify a belief that the proposed state
trust company will be free from improper or unlawful influence or interference with respect to the sate
trust company's operation in compliance with law; and

(6) whether the organizers are acting in good faith.

(© The falure of an gpplicant to furnish required information, data, opinions of counsd,
other materid or the required fee is considered an abandonment of the application.

84.104. Notice and Investigation of Charter Application

@ The Commissioner shdl notify the organizers when the gpplication is complete and
accepted for filing and al required fees and deposits have been paid. Promptly after this notification, the
organizers shdl publish notice of the gpplication and solicit comments in form specified by the
Commissioner at locations reasonably necessary to solicit the views of potentialy affected persons
specified by the Commissioner by regulation.

(b) At the expense of the organizers, the Commissioner shdl investigate the gpplication and
inquire into the identity and character of each proposed director, manager, officer, managing participant,
and principa shareholder or participant. The Commissioner shdl prepare a written report of the
investigation, and any person may request a copy of the nonconfidentia portions of the application and
written report as provided by [applicable provision of state law]. Rules adopted under this Act may
gpecify the confidential or nonconfidentia character of information obtained by the Department under
this section. Except as provided in rules regarding confidentia information, the financia statement of a
proposed officer, director, manager, or managing participant is confidential and not subject to public
disclosure.

84.105. Hearing and Decison on Charter Application

@ Any person may file a protest to an gpplication.

(b) On or after the 15th day after the last date the notice was published under section 4.104
of this Act, the Commissoner shal determine whether the gpplication meets the requirements of section
4.103(b) of this Act, based on the gpplication and investigation, and gpprove the application for charter
or st the charter gpplication for hearing.

(© If the Commissioner sets a hearing, the Commissioner shdl conduct a public hearing and
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as many prehearing conferences and opportunities for discovery as the Commissioner considers
advisable and consstent with governing statutes and rules.

(d) Based on the record of any hearing set pursuant to paragraph (c) above, the
Commissioner shal determine whether dl of the necessary conditions set forth in section 4.103(b) of
this Act have been established and shall enter an order granting or denying the charter. The
Commissioner may make gpprova of any gpplication conditiond and shdl include any conditionsin the
order granting the charter.

8 4.106. Issuance of Charter

@ A date trust company may not engage in the trust business until it receives its charter
from the Commissioner. The Commissioner may not deliver the charter until the state trust company hes:

@ recelved cash or marketable securitiesin at least the full amount of required
capita from subscriptions for the issuance of shares or participation shares,

2 elected or qudified theinitid officers and directors or managers, as appropriate,
named in the gpplication for charter or other officers and directors or managers approved by the
Commissioner; and

©)] complied with dl other requirements of this Act relaive to the organization of a
state trust company.

(b) If agtate trust company does not open and engage in the trust business within Six
months after the date it recelvesiits charter or conditiona approva of gpplication for charter, or within
such further period as such period may be extended, the Commissioner shdl revoke the charter or
cance the conditiona approva of application for charter without judicid action.

§ 4.107. Required Capital

@ The Commissioner may not issue a charter to a state trust company having required
capitd of lessthan § | except as provided in subsection (b) of this section.

(b) The Commissioner may require additional capita for a proposed or existing sate trust
company or, on application in the exercise of discretion consstent with protecting safety and soundness,
reduce the amount of minimum capita required for a proposed or exigting state trust company, if the
Commissioner finds the condition and operations of an existing state trust company or the proposed
scope or type of operations of a proposed state trust company requires additiona, or permits reduced,
capitd conggtent with the safety and soundness of the state trust company. The safety and soundness
factors to be condgdered by the Commissioner in the exercise of such discretion include but are not
limited to,

Q) the nature and type of business conducted;
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2 the nature and degree of liquidity in assets held in a corporate capacity;

©)] the amount of fiduciary assets under management;
4 the type of fiduciary assets held and the depository of such assets;

(5) the complexity of fiduciary duties and degree of discretion undertaken,
(6) the competence and experience of management;
) the extent and adequacy of internd controls;

(8) the presence or absence of annua unqudified audits by an independent certified
public accountant;

9 the reasonableness of business plansfor retaining or acquiring additiond capitd;
and

(10) the existence and adequacy of insurance obtained or held by the trust company
for the purpose of protecting its clients, beneficiaries and grantors.

(© The proposed effective date of an order requiring an existing state trust company to
increase its capitd must be stated in the order as on or after the 21t day after the date the proposed
order ismailed or ddlivered. Unless the state trust company requests a hearing before the Commissoner
in writing before the effective date of the proposed order, the order becomes effective and isfina and
nongppedlable. This subsection does not prohibit an gpplication to reduce capital requirements of a
proposed or an existing state trust company under subsection (b) of this section.

(d) Subject to subsection (b) of this section and section 4.301 of this Act, a Sate trust
company to which the Commissioner issues acharter shdl at dl times maintain capitd in a leest the
amount required under subsection (a) of this section, plus any additional amount or less any reduction
the Commissioner directs under subsection (b) of this section.

§4.108. Application of Laws Réating to General Business Cor porations

@ The [state] Business Corporation Act appliesto atrust company to the extent not
inconsistent with this Act or the proper business of atrust company, except that;

@ areference to the secretary of state means the Commissioner unless the context
requires otherwise; and,

2 the right of shareholders or participants to cumulative voting in the eection of
directors or managers exists only if granted by the State trust company's articles of association.
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(b) Unless expresdy authorized by this Act or arule of the Department, atrust company
may not take an action authorized by the [state] Business Corporation Act regarding its corporate
satus, capita structure, or a matter of corporate governance, of the type for which the [state] Busness
Corporation Act would require afiling with the secretary of state if the trust company were a business
corporation, without first submitting the filing to the Commissioner for the same purposes for which it
otherwise would be required to be submitted to the secretary of Sate.

(© The Department may adopt rules to limit or refine the gpplicability of subsection (a) of
this section to atrust company or to ater or supplement the procedures and requirements of the [state]
Business Corporation Act applicable to an action taken under this chapter.

§4.109. Commissioner Hearings, Appeals

@ This section does not grant aright to hearing to a person that is not otherwise granted
by governing law.

(b) The Commissoner may convene a hearing to receive evidence and argument regarding
any matter before the Commissioner for decision or review under this Act. The hearing must be
conducted under [applicable provison of state law].

(© A hearing before the Commissioner that is required or authorized by law may be
conducted by a hearing officer on behdf of the Commissioner. A matter made confidentia by law must
be consdered by the Commissioner in a closed hearing.

(d) Except as expresdy provided otherwise by this Act, adecison or order of the
Commissioner made under this Act after hearing may be appeded directly to the Digtrict Court of
[ ] as provided by subsection (€) of this section.

(e A person affected by afind order of the Commissioner that eects to gpped directly to
digtrict court may apped thefind order by filing a petition for judicid review under the subgtantial
evidencerulein the Didrict Court of | ] asprovided by [applicable provison of
state law]. A petition for gpped filed in the district court does not stay or vacate the appeaed order
unless the court, after notice and hearing, expresdy stays or vacates the order.

[DRAFTING NOTE: Optional Provision:
§4.110. Trust Companies Chartered Under Prior Law

The charter of a corporation with trust powersincor porated under any laws of this

state before , isvoid if the charter was not presented to the Department
before , 199  for substitution of a charter or if the Department did not issue
anew substitution charter before ;199 ]

SUBCHAPTER C. AMENDMENT OF ARTICLES;
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CHANGES IN CAPITAL AND SURPLUS
§84.201. Amendment of State Trust Company Articles of Association

@ A date trust company that has been granted a charter under section 4.106 of this Act or
a predecessor statute may amend or restate its articles of association for any lawful purpose, including
the creation of authorized but unissued shares or participation sharesin one or more classes or series.

(b) An amendment authorizing the issuance of shares or participation shares in series must
contain:

Q) the designation of each seriesand aof any variationsin the preferences,
imitations, and relaive rights among series to the extent that the preferences, limitations, and relative
rights are to be established in the articles of association; and

2 a statement of any authority to be vested in the board to establish series and
determine the preferences, limitations, and relative rights of each series

(© A limited ligbility trust company may not amend its articles of association to extend its
period of existence for aperpetua period or for any period of years, unless the period of existenceis
expresdy contingent on those events resulting in dissolution of the limited liability trust company under
subchapter B of Chapter 8 of this Act.

(d) Amendment or restatement of the articles of association of a ate trust company and
approvd of the board and shareholders or participants must be made or obtained in accordance with
provisons of the [state] Business Corporation Act for the amendment or restatement of articles of
incorporation except as otherwise provided by this Act or rules adopted under this Act. The origina
and once copy of the articles of amendment or restated articles of association must be filed with the
Commissioner for gpproval. Unless the submisson presents novel or unusud questions, the
Commissioner shdl approve or rgect the amendment or restatement not later than the 31t day after the
date the Commissioner considers the submission informationally complete and accepted for filing. The
Commissioner may require the submission of additiond information as considered necessary to an
informed decision to gpprove or regject any amendment or restatement or articles of association under
this section.

(e If the Commissioner thinks that the amendment or restatement conformsto law and any
conditions imposed by the Commissioner, and any required filing fee has been paid, the Commissoner
ghdl.

Q) endorse the face of the origind and copy with the date of gpprova and the
word "Approved";

2 filethe origind in the Department's records; and
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©)] ddiver a certified copy to the amendment or restatement to the state trust
company.

® An amendment or restatement, if approved, takes effect on the date of approva, unless
the amendment or restatement provides for adifferent effective date.

§4.202. Esgtablishing a Seriesof Sharesor Participation Shares

@ If the articles of association expresdy give the board authority to establish series and
determine the preferences, limitations, and relative rights of each series, the board may do so only on
compliance with this section and any rules adopted under this chapter.

(b) A series of shares or participation shares may be established in the manner provided by
the provisions of the [state] Business Corporation Act asif the state trust company were adomestic
corporation, but the shares or participation shares of the series may not be issued and sold except upon
compliance with this section. The state trust company shdl file the origind and one copy of the
statement of action required by the [state] Business Corporation Act with the Commissioner. Unless
the submission presents nove or unusua questions, the Commissioner shal approve or regject the series
not later than the 31t day after the date the Commissioner congders the submission informationally
complete and accepted for filing The Commissioner may require the submission of additiond information
as consdered necessary to an informed decision.

(© If the Commissioner finds that the interests of the clients and creditors of the Sate trust
company will not be adversely affected by the series, that the series otherwise conforms to law and any
conditions imposed by the Commissioner, and that any required filing fee has been pad, the
Commissioner shdl:

Q) endorse the face of the origina and copy of the statement with the date of
gpproval and the word "Approved”;

2 filethe origind in the Department's records; and
©)] ddiver acertified copy of the satement to the State trust company.
84.203. Changein Outganding Capital and Surplus
@ A date trust company may not reduce or increase its outstanding capital through
dividend, redemption, issuance of shares or participation shares, or otherwise, without the prior

gpproval of the Commissioner, except as permitted by this section or rules adopted under this chapter.

(b) Unless otherwise restricted by rules, prior gpprova isnot required for an increasein
capital accomplished through:

Q) issuance of shares of common stock or their equivaent in participation shares
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for cagh;

2 declaration and payment of pro rata share dividends as defined in the [stat €]
Business Corporation Act; or

©)] adoption by the board of aresolution directing thet al or part of undivided
profits be transferred to capitd.

(© Prior gpproval is not required for adecrease in surplus caused by incurred lossesin
excess of undivided profits.

§4.204. Capital Notesor Debentures

@ With the prior written approva of the Commissioner, any dtate trust company may, a
any time, through action of its board, and without requiring action of its shareholders or participants,
issue and sl its capital notes or debentures, which must be subordinate to the claims or depositories
and may be subordinate to other claims, including the claims of other creditors or classes of creditors or
the shareholders or participants.

(b) Capital notes or debentures may be convertible into shares or participation shares of
any class or series. The issuance and sde of convertible capital notes or debentures are subject to
satisfaction of preemptive rights, if any, to the extent provided by law.

(© Without the prior written gpprova of the Commissoner, interest due or principa
repayable on outstanding capital notes or debentures may not be paid by a state trust company when
the state trust company is in hazardous condition or insolvent, as determined by the Commissioner, or to
the extent that payment will cause the state trust company to be in hazardous condition or insolvent.

(d) The amount of any outstanding capita notes or debentures that meet the requirements of
this section and that are subordinated to unsecured creditors of the state trust company may be included
in equity capitd of the state trust company for purposes of determining hazardous condition or
insolvency, and for such other purposes provided by rules adopted under this Act.

SUBCHAPTER C. PrRIVATE TRUST COMPANY
Section
4.301. PriVATE TRuST COMPANY.
4.302. REQUIREMENTSTO APPLY FOR AND MAINTAIN STATUSASA PRIVATE TRUST
CoOMPANY.
4.303. CoNVERSION TO PuBLIC TRUST COMPANY.
SUBCHAPTER C. PRIVATE TRUST COMPANY

§4.301. Private Trust Company
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@ A privae trust company engaging in the trust businessin this state shal comply with
each and every provision of this Act gpplicable to atrust company unless expresdy exempted therefrom
in writing by the Commissioner pursuant to this section, by rule adopted by the Department or under a
predecessor statute.

(b) A private trust company or proposed private trust company may request in writing that
it be exempted from specified provisions of sections 2.105(b), 4.102(k), 4.103(b), 4.104(a) and(b),
4.107(a), 5.002, 5.101(b), (c) and (d), 5.105, and 5.201 of this Act. The Commissioner may grant the
exemption in whole or in part if the Commissioner finds that the private trust company does not and will
not transact business with the genera public. For purposes of this section,

(2) "Transact busness with the generd public’ means any sdes, solicitations,
arrangements, agreements, or transactions to provide trust or other business services, whether or not for
afee, commission, or any other type of remuneration, with any client thet is not afamily member or a
sole proprietorship, partnership, joint venture, association, trust, estate, business trust, or other company
that is not 200% owned by one or more family members. For purposes of this section;

(2) "Family member" means any individua who is related within the fourth degree of
affinity or consanguinity to an individua or individuas who control a private trust company or which is
controlled by one or more trusts or charitable organizations established by such individud or individuds;
and

(3) All individuas who control a private trust company or establish trusts or charitable
organizations controlling such private trust company must be related within the second degree of affinity

or consanguinity.

(© At the expense of the private trust company, the Commissioner may examine or
investigate the private trust company in connection with an gpplication for exemption. Unless the
gpplication presents novel or unusua guestions, the Commissioner shall gpprove the application for
exemption or set the gpplication for hearing not later than the 61t day after the date the Commissioner
consders the application complete and accepted for filing. The Commissioner may require the
submission of additiond information as considered necessary to an informed decison.

(d) Any exemption granted under this section may be made subject to conditions or
limitations imposed by the Commissioner consstent with this Act.

(e The Department may adopt rules defining other circumstances that do not condtitute
transaction of business with the public, specifying the provisons of this Act that are subject to an
exemption request, and establishing procedures and requirements for obtaining, maintaining, or revoking
exempt status.

§4.302. Requirementsto Apply for and Maintain Statusas a Private Trust Company
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€)) APPLICATION.

@ A private trust company requesting an exemption from the provisons of this Act
pursuant to section 4.301 shdl file an gpplication with the Commissioner containing the following:

(A)  anonrefundable gpplication fee as set by the Department;

(B) adetaled satement under oath showing the private trust company's
assets and liahilities as of the end of the month previous to the filing of the application;

(C) adaement under oath of the reason for requesting the exemption;

(D)  adaement under oath thet the private trust company is not currently
transacting business with the public and that the company will not conduct business with the public
without the prior written permisson of the Commissoner;

(E)  thecurrent Sreet malling address and tel ephone number of the physica
location in this state at which the private trust company will maintain its books and records, together
with a statement under oath that the address given is true and correct and isnot a U.S. Postal Service
post office box or a private mail box, postal box, or mail drop; and

(F) ligting of the specific provisons of the Act for which the request for
exemption is made.

2 The Commissioner shdl not gpprove a private trust company exemption unless
the gpplication is completed as required in paragraph (1) of this section.

(b) REQUIREMENTS.

Q) To maintain datus as an exempt private trust company under this Act, the
private trust company shdl comply with the following:

(A)  Anexempt private trust company shall not transact business with the
public.

(B)  Anexempt private trust company shdl file an annua certification that it
ismantaining the conditions and limitations of its exempt gatus This annua certification shdl befiled on
aform provided by the Commissioner and be accompanied by afee determined by the Department.
The annud certification shdl be filed on or before June 30 of each year. No annua certification shdl be
vaid unlessit bears an acknowledgment stamped by the Department. The Department shall have 30
days from the date of receipt to return a copy of the acknowledged annua certification to the private
trust company. The burden shdl be on the exempt private trust company to notify the Department of
any fallure to return an acknowledged copy of any annua certification within the 30-day period. The
Commissioner may examine or investigate the private sate trust company periodicaly as necessary to
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verify the certification.

(C)  Anexempt private trust company shdl comply with the principd office
provisions of section 2.003 of this Act and with the address and tel ephone requirements of subsection
@()(E) of this section.

(D)  the exempt private trust company shdl pay the [state] corporate
franchise tax, as certified by the [state] Comptroller of

(© CHANGE OF ConTRoL. Control of an exempt private trust company may not be
transferred or sold with exempt status. In any change of control, the acquiring control person must
comply with the provisions of this Act and the exempt status of the private trust company shall
automaticaly terminate upon the effective date of the transfer. A separate application for exempt status
must befiled if the acquiring person wishes to obtain or continue an exemption pursuant to this section.

(d) AUTHORITY TO REVOKE. The Commissioner shdl have authority to revoke the exempt
datus of a private trust company in the following circumstances:

@ the exempt private trust company makes a fdse statement under oath on any
document required to befiled by the Act or by any rule promulgated by the Department; or

2 the exempt private trust company fails to submit to an examination as required
by section 2.003 of this Act; or

©)] the exempt private trust company withholds requested information from the
Commissioner; or

4 the exempt private trust company violates any provision of this section
gpplicable to exempt private trust companies.

(e NOTIFICATION OF REVOCATION OF EXEMPTION. If the Commissioner determines from
examination or other credible evidence that an exempt private trust company has violated any of the
requirements of this section, the Commissioner may by persona delivery or registered or certified mall,
return receipt requested, notify the exempt private trust company in writing that the private trust
company's exempt status has been revoked. The notification must state grounds for the revocation with
reasonable certainty. The notice must sate its effective date, which may not be before the 5th day after
the date the natification is mailed or delivered. The revocation takes effect for the private trust company
if the private trust company does not request a hearing in writing before the effective date. After taking
effect the revocation is find and nonapped able as to that private trust company, and the private trust
company shdl be subject to al of the requirements and provisions of the Act gpplicable to non-exempt
dtate trust companies.

® CoMPLIANCE PerIOD. A private trust company shdl have 5 calendar days after the
revocation is effective to comply with the provisons of this Act from which it was formerly exempt. If,
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however, the Commissoner determines, at the time of revocation, that the private trust company has
been engaging in or attempting to engage in acts intended or designed to deceive or defraud the public,
the Commissioner may shorten or diminate, in the Commissioner's sole discretion, the 5 calendar days
compliance period.

(9 ReMEDIES FOR FAILURE TO ComPLY. If the private trust company does not comply
with al of the provisons of this Act, including such capitaization requirements as have been determined
by the Commissioner as necessary to assure the safety and soundness of the private trust company,
within the prescribed time period, the Commissioner may:

@ ingtitute any action or remedy prescribed by this Act, or any applicable rule or
regulation, or

2 refer the private trust company to the attorney generd for ingtitution of a quo
warranto proceeding to revoke the charter.

(h) PrRIVATE TRUST COMPANY UNDER PRIOR LAW. A private trust company that currently
has a vaid exemption under a predecessor Satute is considered exempt under this Act.

§4.303. Conversion to Public Trust Company

@ A private trust company may terminate its Satus as a private trust company and
commence transacting business with the generd public. A private trust company desiring to commence
transacting business with the generad public shal file a notice on aform prescribed by the Commissioner,
which shdl st forth the name of the private trust company and an acknowledgement that any exemption
granted or otherwise applicable to the private trust company pursuant to Section 4.301 hereof shall
cease to apply on the effective date of such notice, furnish acopy of the resolution adopted by the
board authorizing the private trust company to commence transacting business with the genera public,
and pay thefiling fee, if any, prescribed by the Commissioner.

(b) The natificant may commence transacting business with the generd public on the 31t
day after the date the Commissioner receives the notice, unless the Commissoner specifies an earlier or
later date.

(© The 30 day period of review may be extended by the Commissioner on determination
that the written notice raises issues tha require additiond information or additiond time for andyss. If
the period for review is extended, the natificant may commence transacting business with the public only
on prior written gpprova by the Commissioner.

(d) The Commissioner may deny approva of the notice of the private trust company to
commence transacting business with the generd public if the Commissioner finds that the natificant lacks
sufficient financia resources to undertake the proposed expansion without adversdly affecting its safety
or soundness or that the proposed transacting of business of the genera public would be contrary to the
public interest or if the Commissioner determines that the natificant will not within a reasonable period

App. 1-23



be in compliance with any provison of this Act from which the notificant had been previoudy exempted
pursuant to section 4.301.
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CHAPTER 5. INVESTMENTS, LOANSAND DEPOSITS

SUBCHAPTER A. ACQUISITION AND OWNERSHIP
OF STATE TRUST CoMPANY FACILITIESAND OTHER REAL ESTATE

Section
5.001. INVESTMENT IN STATE TRUST COMPANY FACILITIES.
5.002. OTHER ReAL ESTATE.

SUBCHAPTER B. INVESTMENTS

Section

5.101. SECURITIES.

5.102. TRANSACTIONSIN STATE TRUST COMPANY SHARES OR PARTICIPATION SHARES.
5.103. STATE TRUST COMPANY SUBSIDIARIES.

5.104. MuTuAL FuNDs.

5.105. ENGAGING IN COMMERCE PROHIBITED.

SUBCHAPTER C. LOANS
Section
5.201. LENDING LIMITS.
5.202. LeEaSE FINANCING TRANSACTIONS.
SUBCHAPTER D. TRuSsT DEPOSITS
Section
5.301. TrRusT DEPOSITS.
5.302. CoMmMON INVESTMENT FUNDS.
SUBCHAPTER E. LIABILITIESAND PLEDGE OF ASSETS
Section
5.401. BORROWING LIMIT.
5.402. PLEDGE OF ASSETS

CHAPTER 5. INVESTMENTS, LOANSAND DEPOSITS

SUBCHAPTER A. ACQUISITION AND OWNERSHIP OF
STATE TRUST COMPANY FACILITIESAND OTHER REAL ESTATE

§5.001. Investmentin State Trust Company Facilities
@ In this subchapter, "gate trust company facility” meansred edtate, including an
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improvement, owned, or leased to the extent the lease or the leasehold improvements are capitdized, by
a date trust company for the purpose of:

Q) providing space for ate trust company employees to perform their duties and
space for parking by state trust company employees and customers,

2 conducting trust business, including meeting the reasonable needs and
convenience of the state trust company's customers, computer operations, document and other item
processing, maintenance and record retention and storage;

©)] holding, improving, and occupying as an incident to future expansion of the Sate
trust company's facilities; or

4 conducting another activity authorized by rules adopted under this Act.

(b) Without the prior written approva of the Commissioner, a Sate trust company may not
directly or indirectly invest an amount in excess of its redtricted capita in state trust company facilities,
furniture, fixtures, and equipment. Except as otherwise provided by rules adopted under thisAct, in
computing this limitation a Sate trust company:

Q) shdl indlude:
(A)  itsdirect invesment in state trust company facilities,
(B)  anyinvestment in equity or investment securities of acompany holding
title to afacility used by the state trust company for the purposes specified by subsection (a) of this

section;

(©)  any loan made by the state trust company to or on the security of equity
or investment securities issued by a company holding title to afacility used by the Sate trust company;
and

(D)  any indebtedness incurred on state trust company facilities by a
compary:

(i) that holdstitleto the facility;

(i) thatisan affiliate of the Sate trust company; and
(i) inwhich the Sate trust company is invested in the manner
described by paragraph (B) or (C) of this subdivision; and

2 may exclude an amount included under subdivisons (1)(B)- (D) of this
subsection to the extent any lease of afacility from the company holding title to the facility is capitdized
on the books of the state trust company.
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(© Redl estate acquired under subsection (a)(3) of this section and not improved and
occupied by the gtate trust company ceases to be a state trust company facility on the third anniversary
of the date of its acquigition, unless the Commissioner on application grants written approva to further
dday in the improvement and occupation of the property by the state trust company.

(d) A date trust company shdl comply with generdly accepted accounting principles,
consgtently applied, in accounting for its investment in and depreciation of state trust company facilities,
furniture, fixtures, and equipment.

§5.002. Other Real Estate
@ A date trust company may not acquire red estate except:

@ as permitted by section 5.001 of this Act or as otherwise provided by this Act,
including rules adopted under this Act;

2 if necessary to avoid or minimize aloss on aloan or investment previoudy made
in good faith; or

©)] with the prior written gpprova of the Commissoner.

(b) To the extent reasonably necessary to avoid or minimize loss on red estate acquired as
permitted by subsection () of this section, a state trust company may exchange red estate for other red
estate or persond property, invest additiond fundsin or improve rea etate acquired under this
subsection or subsection (a) of this section, or acquire additional rea edtate.

(© A date trust company shall dispose of any red estate subject to subsection (a)(1) and
(2) of this section not later than:

(@D} the fifth anniversary of the date:

(A) itwasacquired, except as otherwise provided by rules adopted under
thisAct; or

(B) it ceasesto be used as adate trust company facility; or
2 the third anniversary of the date it ceases to be a date trust company facility as
provided by section 5.001(c) of this Act.
(d) The Commissioner on goplication may grant one or more extensions of time for

digposing of red edtate if the Commissioner determines that:

@ the state trust company has made a good faith effort to dispose of the redl
estate; or
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2 disposd of the red estate would be detrimentd to the state trust company.
SUBCHAPTER B. STATE TRUST COMPANY INVESTMENTS
§5.101. Securities

@ A date trust company may invest its corporate fundsin any type or character of equity
or investment securities subject to the limitations provided by this section.

(b) Unless the Commissioner gpproves maintenance of alesser amount in writing, a state
trust company must invest and maintain an amount equa to at least 40 percent of the State trust
company's capital under section 4.107 of this Act in unencumbered cash, cash equivaerts, and readily
marketable securities.

(© Subject to subsection (d) of this section, the total investment in equity and investment
securities of any one issuer, obligor, or maker, held by the state trust company for its own account, may
not exceed an amount equal to 15 percent of the state trust company's capital. The Commissioner may
authorize invesments in excess of this limitation on written gpplication if the Commissoner concludes
that:

Q) the excessinvestment is not prohibited by other gpplicable law; and

2 the safety and soundness of the requesting state trust company is not adversely
affected.

(d) Notwithstanding subsection (c) of this section, a state trust company may purchase for
its own account, without limitation and subject only to the exercise of prudent judgment:

Q) bonds and other legdly created generd obligations of a Sate, an agency or
politica subdivison of a dtate, the United States, or an agency or insdrumentdity of the United States;

2 An investment security thet this state, an agency or political subdivision of this
date, the United States, or an agency or insrumentaity of the United States has unconditionaly agreed
to purchase, insure, or guarantee,

©)] securities that are offered and sold under 15 U.S.C. Sec. 77d(5);

4 mortgage related securities as defined in 15 U.S.C. Sec. 78c(a), except that
notwithstanding section 347 of the Riegle Community Development and Regulatory Improvement Act of
1994, anote or obligation that is secured by afirst lien on one or more parcels of rea estate on which is

located one or more commercid structuresis subject to the limitations of subsection (€) of this section;

(5) investment securities issued or guaranteed by the Federd Home Loan Mortgage
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Corporation, the Federa Nationa Mortgage Association, the Government National Mortgage
Association, the Federd Agricultura Mortgage Association, or the Federa Farm Credit Banks Funding
Corporation;

(6) investment securities issued or guaranteed by the North American Development
Bank; or

@) securities issued by a Federa Home Loan Bank.

(e Notwithstanding 15 U.S.C. Sec. 77r-1(c), subsection (c) of this section appliesto
investments in small business related securities as defined by 15 U.S.C. Sec. 78c(a).

® The Commissioner may adopt rules to establish limits, requirements, or exemptions

other than those specified by this section for particular classes or categories of investment, or limit or
expand investment authority for Sate trust companies for particular classes or categories of securities or

other property.

§5.102. Transactionsin State Trust Company Sharesor Participation Shares
@ A dtate trust company may acquire its own shares or participation sharesif:

Q) the amount of its undivided profitsis sufficient to fully absorb the acquisition of
the shares or participation shares under regulatory accounting principles; or

2 the Sate trust company obtains the prior written gpprova of the Commissioner.
(b) A date trust company may acquire alien upon its own shares or participation sharesif:

@ the aggregate amount of indebtedness so secured isless than the amount of the
date trust company's undivided profits; or

2 the state trust company obtains the prior written approva of the Commissioner.
(© Except with the prior written gpprova of the Commissioner:

Q) the state trust company may not hold its own shares or participation shares as
treasury stock for more than two years; and

2 alien acquired under this section may not by its origind terms extend for more
than two years.

§5.103. Subsidiaries

@ Except as otherwise provided by this chapter or rules adopted under this chapter, a
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date trust company may acquire or etablish a subsdiary to conduct any activity that may lawfully be
conducted through the form of organization chosen for the subsidiary.

(b) A date trust company may not invest more than an amount equa to 15 percent of its
capitd in asingle subsdiary and may not invest an amount in excess of its restricted capitd in dll
subsdiaries. The amount of a Sate trust company's investment in asubsdiary isthe tota amount of the
date trust company's investment in equity or investment securities issued by its subsdiary and any loans
and extengons of credit from the state trust company to its subsidiary. The Commissioner may
authorize investments in excess of these limitations on written gpplication if the Commissioner concludes
that:

Q) the excess investment is not prohibited by other gpplicable law; and

2 the safety and soundness of the requesting state trust company is not adversely
affected.

(© A date trust company that intends to acquire, establish, or perform new activities
through a subsidiary shal submit aletter to the Commissioner describing in detail the proposed activities
of the subsdiary.

(d) The state trust company may acquire or establish a subsdiary or begin performing new
activitiesin an exising subsidiary on the 31t day &fter the date the Commissioner receives the sate trust
company's letter, unless the Commissioner specifies an earlier or later date. The Commissioner may
extend the 30-day period of review on a determingtion that the state trust company's letter raisesissues
that require additiond information or additiond time for andyss. If the period of review is extended, the
date trust company may acquire or establish the subsidiary, or perform new activitiesin an existing
subgdiary, only on prior written gpproval of the Commissoner.

(e A subsdiary of a date trust company is subject to regulation by the Commissioner to
the extent provided by this chapter or rules adopted under this chapter. 1n the absence of limiting rules,
the Commissioner may regulate asubsdiary asif it were a state trust company.

§5.104. Mutual Funds

€)) A date trust company may invest for its own account in equity securities of an
investment company registered under the Investment Company Act of 1940 (15 U.S.C. Sec. 80a-1 et
seq.) and the Securities Act of 1933 (15 U.S.C. Sec. 77aet seq.) if the portfolio of the investment
company conssts whally of invesmentsin which the state trust company could invest directly for its
own account.

(b) If the portfolio of an investment company described in subsection (a) of this section
condgstswhoally of investmentsin which the Sate trust company could invest directly without limitation
under section 5.101(d) of this Act, the state trust company may invest in the investment company
without limitation,
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(© If the portfolio of an investment company described in subsection (a) of this section
contains any investment that is subject to the limits of section 5.101(c) of this Act, the State trust
company may invest in the investment company not more than an amount equa to 15 percent of the
date trust company's capital. This provison does not apply to a money market fund.

(d) In evauating investment limits under this chapter of this Act, a Sate trust company may
not be required to combine:

Q) the state trust company's pro rata share of the securities of an issuer in the
portfolio of an investment company with the state trust company's pro rata share of the securities of that
issuer held by another investment company in which the state trust company has invested; or

2 the state trust company’s own direct investment in the securities of an issuer with
the state trust company's pro rata share of the securities of that issuer held by each investment company
in which the gtate trust company has invested under this section.

§5.105. Engaging in Commer ce Prohibited

Except as otherwise provided by this Act or rules adopted under this Act, a Sate trust company
may not invest its fundsin trade or commerce by buying, sdlling, or otherwise dedling in goods or by
owning or operating a business not part of the state trust business, except as necessary to fulfill a
fiduciary obligation to a client.

SuBCcHAPTER C. LOANS
§5.201. Lending Limits

@ A date trust company's total outstanding loans and extensions of credit to a person
other than an ingder may not exceed an amount equa to 15 percent of the state trust company's capital.

(b) The aggregate |oans and extensons of credit outstanding at any time to ingders of the
dtate trust company may not exceed an amount equal to 15 percent of the state trust company's capital.
All covered transactions between an ingder and a state trust company must be engaged in only on
terms and under circumstances, including credit Sandards, that are substantialy the same as those for
comparable transactions with a noninsider.

(© The Commissioner may adopt rules to administer and carry out this section, including
rules to establish limits, requirements, or exemptions other than those specified by this section for
particular classes or categories of loans or extensons of credit, and establish callective lending and
invesment limits

(d) The Commissoner may determine whether aloan or extension of credit putatively made
to a personwill be attributed to another person for purposes of this section.
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(e A date trust company may not lend trust deposits, except that a trustee may make a
loan to abeneficiary of the trust if the loan is expresdy authorized or directed by the instrument or
transaction establishing the trust.

® An officer, director, manager, managing participant, or employee of a sate trust
company who approves or participates in the gpprova of aloan with actua knowledge that the loan
violates this section is jointly and severdly liable to the date trust company for the lesser of the amount
by which the loan exceeded applicable lending limits or the State trust company's actua loss and remains
liable for that amount until the loan and al prior indebtedness of the borrower to the Sate trust company
has been fully repaid. The gtate trust company may initiate a proceeding to collect an amount due under
this subsection a any time before the date the borrower defaults on the subject loan or any prior
indebtedness or before the fourth anniversary of that date. A person that isliable for and pays amounts
to the State trust company under this subsection is entitled to an assgnment of the state trust company's
clam againg the borrower to the extent of the payments. For purposes of this subsection, an officer,
director, manager, managing participant, or employee of a sate trust company is presumed to know the
amount of the date trust company's lending limit under subsection (&) of this section and the amount of
the borrower's aggregate outstanding indebtedness to the state trust company immediately before a new
loan or extension of credit to that borrower.

§5.202. Lease Financing Transactions

@ Subject to rules adopted under this Act, a state trust company may become the owner
and lessor of tangible persona property for lease financing transactions on a net lease basis on the
gpecific request and for the use of adient. Without the written gpproval of the Commissioner to
continue holding property acquired for leasing purposes under this subsection, the Sate trust company
may not hold the property more than Sx months after the date of expiration of the origind or any
extended or renewed lease period agreed to by the client for whom the property was acquired or by a
subsequent lessee.

(b) Renta payments received by the trust company in alease financing transaction under
this section are considered to be rent and not interest or compensation for the use, forbearance, or
detention of money. However, alease financing transaction is considered to be aloan or extenson of
credit for purposes of section 5.201 of this Act.

SUBCHAPTER D. TRusT DEPOSITS

§5.301. Trust Deposits

@ A datetrust company may deposit trust funds with itsdf as an investment if authorized
by the settlor or the beneficiary provided:

@ it maintains as security for the deposits a separate fund of securities, legal for
trust investments, under control of afederal reserve bank or aclearing corporation, as defined by [cite
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applicable provison of law], ether in this state or esewhere;

2 the tota market value of the security isat dl times at least equd to the amount
of the deposit;

©)] the separate fund is designated as such; and

4 the separate fund is maintained under the control of another trust indtitution,
bank or government agency.

(b) A date trust company may make periodic withdrawals from or additions to the
securities fund required by subsection () of this section aslong as the required value is maintained.
Income from the securities in the fund belongs to the sate trust company.

(© Security for adeposit under this section is not required for a deposit under subsection
(&) of this section to the extent the deposit isinsured by the Federal Deposit Insurance Corporation or
its successor.

8§ 5.302. Common Investment Funds

@ A date trust company may establish common trust funds to provide investment to itself
asafiduciary.

(b) The Commissioner may adopt rules to administer and carry out this section, including
but not limited to rules to establish investment and participation limitations, disclosure of fees, audit
requirements, limit or expand investment authority for particular classes or categories of securities or
other property, advertisng, exemptions, and other requirements that may be necessary to carry out this
section.

SUBCHAPTER E. LIABILITIESAND PLEDGE OF ASSETS
§5.401. Borrowing Limit

Except with the prior written approva of the Commissioner, a date trust company may not have
liahilities outstanding exceeding an amount equd to five timesits capitdl.

§5.402. Pledge of Assets
A date trust company may not pledge or cregte alien on any of its assets except to secure the
repayment of money borrowed or as specificaly authorized or required by section 5.301 of this Act,

[any other applicable provison], or by rules adopted under this chapter. An act, deed, conveyance,
pledge, or contract in violation of this section isvoid.
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APPENDIX TWO

SUPPLEMENTAL CHAPTERS FOR CREATING OR UPDATING
A COMPREHENSIVE TRUST COMPANY ACT

STATE TRUST COMPANY ACT [PARTIAL]

CHAPTER 6. ADDITIONAL DEFINITIONS;
OWNERSHIP; GOVERNANCE, M ERGERS

SUBCHAPTER A. ADDITIONAL DEFINITIONS

Section
6.001. ApDITIONAL DEFINITIONS.

SUBCHAPTER B. TRANSFER OF OWNERSHIP INTEREST IN STATE TRUST COMPANY

Section

6.101. AcqQuisiTION OF CONTROL.

6.102. APPLICATION REGARDING ACQUISITION OF CONTROL.
6.103. HEARING AND DECISION ON ACQUISITION OF CONTROL.
6.104. APPEAL FROM ADVERSE DECISION.

6.105. OBJECTION TO OTHER TRANSFER.

6.106. CiviL ENFORCEMENT; CRIMINAL PENALTIES.

SUBCHAPTER C. BoARD AND OFFICERS

Section

6.201. VOTING SECURITIESHELD BY STATE TRUST COMPANY.
6.202. ByLAws.

6.203. BoARD oF DIRECTORS, MANAGERS, OR MANAGING PARTICIPANTS.
6.204. BOARD MEETINGS.

6.205. OFFICERS.

6.206. CERTAIN CRIMINAL OFFENSES.

6.207. TRANSACTIONSWITH MANAGEMENT AND AFFILIATES.
6.208. FIDUCIARY RESPONSIBILITY.

6.209. ReCORD KEEPING.

6.210. BONDING REQUIREMENTS.

6.211. REPORTS OF APPARENT CRIME.

SUBCHAPTER D. SpeECIAL PROVISIONSFOR LIMITED LIABILITY TRUST COMPANIES

Section
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6.301. FILING oF NOTICE OF FuLL LIABILITY.

6.302. LIABILITY OF PARTICIPANTSAND MANAGERS.

6.303. CONTRACTING DEBTSAND OBLIGATIONS.

6.304. MANAGEMENT OF LIMITED LIABILITY TRUST COMPANY.

6.305. WITHDRAWAL OR REDUCTION OF PARTICIPANTS CONTRIBUTION TO CAPITAL.
6.306 INTEREST IN LIMITED LIABILITY TRUST COMPANY; TRANSFERABILITY OF INTEREST.
6.307. DiSSOLUTION.

6.308. ALLOCATION OF PROFITSAND LOSSES.

6.309. DISTRIBUTIONS.

6.310. OTHER ProOVISIONS RELATED TO LIMITED LIABILITY TRUST COMPANIES.

SUBCHAPTER E. MERGER, CONSOLIDATION, TRANSFER OF ASSETS

Section

6.401. MERGER AUTHORITY.

6.402. MERGER APPLICATION.

6.403. APPROVAL OF COMMISSIONER.

6.404. RIGHTSOF DISSENTERSTO MERGERS.

6.405. AUTHORITY TO PURCHASE ASSETS OF ANOTHER TRUST COMPANY.
6.406. AUTHORITY TO ACT ASDISBURSING AGENT.

6.407. LIQUIDATION OF SELLING STATE TRUST COMPANY.

6.408. PAYMENT TO CREDITORS.

6.409. SALE OF ASSETS.

CHAPTER 7. ENFORCEMENT ACTIONS
SUBCHAPTER A. SUPERVISION AND EXAMINATION

Section

7.001. COMMISSIONER SHALL HAVE SUPERVISION OVER AUTHORIZED TRUST INSTITUTIONS AND
SHALL EXAMINE.

7.002. FEE FOR EXAMINATION.

7.003. CoMMISSIONER TO ACT UNDER AUTHORITY OF THE DEPARTMENT.

SUBCHAPTER B. ENFORCEMENT ORDERS, TRUST COMPANY MANAGEMENT

Section

7.101. ADMINISTRATIVE ORDERS, PENALTIESFOR VIOLATION.
7.102. NoTICE AND OPPORTUNITY FOR HEARING.

7.103. SuBPOENA POWER AND EXAMINATION UNDER OATH.
7.104. ReEmMovAL OF DIRECTORS, OFFICERS AND EMPLOYEES.
7.105. ReviEw BY THE DEPARTMENT; ADDITIONAL PENALTIES.

CHAPTER 8. DISSOLUTION AND RECEIVERSHIP; CONSERVATORSHIP
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SUBCHAPTER A. VOLUNTARY DISSOLUTION AND LIQUIDATION

Section

8.001.
8.002.
8.003.
8.004.
8.005.
8.006.

REQUIRED VOTE OF SHAREHOLDERS OR PARTICIPANTS.
CORPORATE PROCEDURE.

AUTHORITY TO LIQUIDATE; PUBLICATION.
EXAMINATION AND REPORTS.

UNCLAIMED PROPERTY.

SELL OR TRANSFER OF PROPERTY.

SUBCHAPTER B. INVOLUNTARY DISSOLUTION AND LIQUIDATION

Section

8.101.
8.102.
8.103.
8.104.

8.105.
8.106.
8.107.

8.108.
8.109.
8.110.
8.111.
8.112.
8.113.
8.114.
8.115.
8.116.
8.117.
8.118.
8.119.
8.120.
8.121.
8.122.
8.123.
8.124.
8.125.
8.126.
8.127.
8.128.

WHEN COMMISSIONER MAY TAKE CHARGE.

DIRECTORS OR PARTICIPANTS MAY ACT.

NOTICE OF SEIZURE; BAR TO ATTACHMENT.

NOTICE TO TRUST INSTITUTIONS, CORPORATIONS AND OTHERS HOLDING ASSETS,
LIENSNOT TO ACCRUE.

PERMISSION TO RESUME BUSINESS.

REMEDY FOR SEIZURE; ANSWER TO NOTICE, INJUNCTION; AND APPEAL.

CoLLECTION OF DEBTSAND CLAIMS COMMISSIONER SUCCEEDSTO ALL
PROPERTY OF THE STATE TRUST COMPANY.

BoND oF THE COMMISSIONER; SURETY; CONDITION; MINIMUM PENALTY.

INVENTORY.

NoTICE AND TIME FOR FILING CLAIMS

PoweRr 1O REJECT CLAIMS NOTICE; AFFIDAVIT OF SERVICE; ACTION ON CLAIMS,

LisT oF CLAIMS PRESENTED AND DEPOSITS, COPIES; PROVISO.

DECLARATION OF DIVIDENDS, ORDER OF PREFERENCE IN DISTRIBUTION.

DePosIT OF FUNDS COLLECTED.

EMPLOYMENT OF COUNSEL; ACCOUNTANTS;, AND OTHER EXPERTS, COMPENSATION.

UNCLAIMED DIVIDENDSHELD IN TRUST.

ACTION BY THE COMMISSIONER FOLLOWING FULL SETTLEMENT.

ANNUAL REPORT OF THE COMMISSIONER; ITEMS INCLUDED.

COMPENSATION OF THE COMMISSIONER.

ExcLusiVE METHOD OF LIQUIDATION.

DisPosITION OF BOOKS AND RECORDS.

DESTRUCTION OF BOOKS AND RECORD.

TRuUST TERMINATED ON INSOLVENCY OF STATE TRUST COMPANY.

PeTITION FOR NEW TRUSTEE.

PuBLICATION AND NOTICE.

APPOINTMENT WHERE NO OBJECTION MADE.

REARING UPON OBJECTION.

REGISTRATION OF FINAL ORDER.
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8.129. PeETITION AND ORDER APPLICABLE TO ALL INSTRUMENTS.
8.130. ADDITIONAL REMEDY.
8.131. REPORT TO THE SECRETARY OF STATE.
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STATE TRUST COMPANY ACT [PARTIAL]

CHAPTER 6. ADDITIONAL DEFINITIONS;
OWNERSHIP; GOVERNANCE; M ERGERS

SUBCHAPTER A. ADDITIONAL DEFINITIONS

Section
6.001. ADDITIONAL DEFINITIONS.

SUBCHAPTER B. TRANSFER OF OWNERSHIP INTEREST IN STATE TRUST COMPANY

Section

6.101. AcouisiTION oF CONTROL.

6.102. APPLICATION REGARDING ACQUISITION OF CONTROL.
6.103. HEARING AND DECISION ON ACQUISITION OF CONTROL.
6.104. APPEAL FROM ADVERSE DECISION.

6.105. OBJECTION TO OTHER TRANSFER.

6.106. CiviL ENFORCEMENT; CRIMINAL PENALTIES.

SUBCHAPTER C. BoARD AND OFFICERS

Section

6.201. VOTING SECURITIESHELD BY STATE TRUST COMPANY.
6.202. ByLaws.

6.203. BOARD OF DIRECTORS, MANAGERS, OR MANAGING PARTICIPANTS.
6.204. BoARD MEETINGS.

6.205. OFFICERS.

6.206. CERTAIN CRIMINAL OFFENSES.

6.207. TRANSACTIONSWITH MANAGEMENT AND AFFILIATES.
6.208. FIDUCIARY RESPONSIBILITY.

6.209. RECORD KEEPING.

6.210. BONDING REQUIREMENTS.

6.211. REPORTS OF APPARENT CRIME.

SUBCHAPTER D. SPeECIAL PROVISIONSFOR LIMITED LIABILITY TRUST COMPANIES

Section
6.301. FiLiNnG oF NoTICE OF FULL LIABILITY.
6.302. LIABILITY OF PARTICIPANTSAND MANAGERS.

*

DRAFTING NOTE: A complete Trust Company Act requiresin addition Chapters 1, 2, 4
and 5 of this Project.
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6.303. CONTRACTING DEBTSAND OBLIGATIONS.

6.304. MANAGEMENT OF LIMITED LIABILITY TRUST COMPANY.

6.305. WITHDRAWAL OR REDUCTION OF PARTICIPANTS CONTRIBUTION TO CAPITAL.
6.306 INTEREST IN LIMITED LIABILITY TRUST COMPANY; TRANSFERABILITY OF INTEREST.
6.307. DiSSOLUTION.

6.308. ALLOCATION OF PROFITSAND LOSSES.

6.309. DISTRIBUTIONS.

6.310. OTHER ProOVISIONS RELATED TO LIMITED LIABILITY TRUST COMPANIES.

SUBCHAPTER E. MERGER, CONSOLIDATION, TRANSFER OF ASSETS

Section

6.401. MERGER AUTHORITY.

6.402. MERGER APPLICATION.

6.403. APPROVAL OF COMMISSIONER.

6.404. RIGHTSOF DISSENTERSTO MERGERS.

6.405. AUTHORITY TO PURCHASE ASSETS OF ANOTHER TRUST COMPANY.
6.406. AUTHORITY TO ACT ASDISBURSING AGENT.

6.407. LIQUIDATION OF SELLING STATE TRUST COMPANY.

6.408. PAYMENT TO CREDITORS.

6.409. SALE OF ASSETS.

CHAPTER 6. ADDITIONAL DEFINITIONS;
OWNERSHIP; GOVERNANCE; M ERGERS

Subchapter A. Additiond Definitions
§6.001. Additional Definitions.
@ Inthis Act:
Q) "Capitd" means.
(A) thesumof:

() thepar vaue of dl shares or participation shares of the State
trust company having a par vaue that have been issued;

(i)  the congderation fixed by the board in the manner provided by
the [state] Business Corporation Act for al shares or participation shares of the state trust
company without par value that have been issued, except a part of that consderation that:

a has been actually received,
b. islessthan dl of that condderation; and
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C. the board, by resolution adopted not later than the 60th day after the date of issuance of
those shares, has dlocated to surplus with the prior approva of the Commissioner; and
(i) an amount not included in subparagraphs (i) and (ii) that has
been transferred to capita of the Sate trust company, on the payment of a share dividend or on
adoption by the board of aresolution directing that al or part of surplus be transferred to
capital, minus each reduction made as permitted by law; less

(B) dl amounts otherwise included in Paragraphs (A)(i) and (i) of this
subdivigon that are attributable to the issuance of securities by the Sate trust company and that the
Commissioner determines, after notice and an opportunity for hearing, should be classified as debt
rather than equity securities.

2 "Consarvator”" means the Commissioner or an agent of the Commissioner
exercisng the powers and duties provided by subchapter B, Chapter 7, of this Act.

©)] "Contraol" means.

(A)  theownership of or ability or power to vote, directly, acting through one
or more other persons, or otherwise indirectly, more than 25 percent of the outstanding shares of a class
of voting securities of a state trust company or other company;

(B) theability to control the eection of a mgority of the board of a Sate
trust company or other company;

(C)  thepower to exercise, directly or indirectly, a controlling influence over
the management or policies of the Sate trust company or other company as determined by the
Commissioner after notice and an opportunity for hearing; or

(D)  theconditioning of the transfer of more than 25 percent of the
outstanding shares or participation shares of a class of voting securities of a state trust company or other
company on the trandfer of more than 25 percent of the outstanding shares of a class of voting securities
of another gtate trust company or other company.

4 "Equity capitd” means the amount by which the total assets of a date trust
company exceed the totd ligbilities of the state trust company.

(5) "Equity security” means.

(A)  stock, other than adjustable rate preferred stock and money market
(auction rate) preferred stock;

(B) acetificate of interest or participation in a profit-sharing agreement,
collatera-trust certificate, preorganization certificate or subscription, transferable share or participation
share, investment contract, voting-trust certificate, or partnership interest;
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(C)  asecurity immediately convertible at the option of the holder without
payment of sgnificant additiona congderation into a security described by this subdivison;

(D)  asecurity carrying awarrant or right to subscribe to or purchase a
Security described by this subdivison; and

(B) acertificate of interest or participation in, temporary or interim
certificate for, or receipt for a security described by this subdivision that evidences an existing or
contingent equity ownership interest.

(6) "Hazardous condition” with regpect to atrust company means.

(A)  arefusd by the trust company to permit examination of its books,
papers, accounts, records, or affairs by the Commissioner;

(B) violation by atrust company of acondition of its chartering or an
agreement entered into between the trust company and the Commissioner or the Department; or

(C©)  adrcumgtance or condition in which an unreasonablerisk of lossis
threatened to clients or creditors of atrust company, excluding risk of lossto a client thet arisesasa
result of the client's decisons or actions, but including a circumstance or condition in which atrust

company:

() isunable or lacks the means to meet its current obligations as
they come due in the regular and ordinary course of business, even though the book or fair
market value of its assets may exceed its liabilities

(i) hasequity capitd less than the amount of restricted capitd the
trust company is required to maintain under section 4.107, or the adequacy of its equity capital
is threatened, as determined under regulatory accounting principles;

(i)  has concentrated an excessive or unreasonable portion of its
asstsin aparticular type or character of investment;

(iv) violatesor refuses to comply with this Act, another statute or
regulation applicable to trust companies, or any fina and enforcegble order of the
Commissoner;

(v) isinacondition that renders the continuation of a particular
business practice hazardous to its clients and creditors; or

(Vi)  conducts businessin an unsafe or unsound manner, which
includes, but is not limited to conducting business with,
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inexperienced or inattentive management;

potentially dangerous operating practices,

infrequent or inadequate audits;

adminidration of assetsthat is notably deficient in reation to the volume and

character or responsibility for asset holdings,

failure to adhere to sound adminigtrative practices,

f. frequent occurrences of violaions of laws, regulations or terms of the governing
ingruments; or,

s} engaging in sdf-dealing or evidencing a notable degree of potentid or actud

conflicts of interest.

o0 oW

1)

(7)  “Indder” means

(A)  eachdirector, manager, managing participant, officer, and principa
shareholder or participant of the trust company;

(B)  any company controlled by a person described by Paragraph (A) of this
subdivison; or

(C)  any person who participates or has authority to participate, other thanin
the capacity of adirector, in mgor policymaking functions of the state trust company, whether or not the
person has an officid title or the officer is serving without sdlary or compensation.

(8) "Insolvent” means a circumstance or condition in which a state trust company:

(A)  isunable or lacks the meansto meet its current obligations as they come
duein the regular and ordinary course of business, even if the vaue of its assets exceeds itsliahilities;

(B)  hasequity capita less than $500,000, as determined under regulatory
accounting principles,

(C) falsto maintain depost insurance with the Federal Deposit Insurance
Corporation or its successor if the Commissioner determines that deposit insurance is necessary for the
safe and sound operation of the Sate trust company, or maintains adequate security for its depogitsin
accordance with section 5.301 of thisAct.

(D)  Hisoratemptsto sal substantidly dl of its assets or merges or
attempts to merge subgtantialy dl of its assets or business with another entity other than as provided by
chapter 3 of thisAct; or

(E) attempts to dissolve or liquidate other than as provided by chapter 8,
subchapter A, of thisAct.

9 "Investment security” means a marketable obligation evidencing indebtedness of
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aperson in the form of abond, note, debenture, or other debt instrument not otherwise classfied asa
loan or extension of credit.

(10)  "Limited lighility trust company"” means an entity organized under the Limited
Liability Company Act of this state that is chartered as a trust company under this Act.

(11) "Loansand extensonsof credit" meansdirect or indirect advances of fundshby a
dtate trust company to a person that are conditioned on the obligation of the person to repay the funds
or that are repayable from specific property pledged by or on behdf of the person.

(12) "Manager" means aperson eected to the board of alimited liability trust
compary.

(13) "Officer" meansthe presiding officer of the board, the principa executive
officer, or another officer gppointed by the board of a state trust company or other company, or a
person or group of persons acting in a comparable capacity for the sate trust company or other

company.

(14) "Operating subsdiary" means a company for which a date trust company has
the ownership, ability, or power to vote, directly, acting through one or more other persons, or
otherwise indirectly, more than 50 percent of the outstanding shares of each class of voting securities or
its equivaent of the company.

(15) "Participant” meansan owner of a participation sharein alimited ligbility trust
company.

(16) "Participaion shares' means the units into which the proprietary interests of a

limited liability trust company are divided or subdivided by means of classes, series, rdative rights, or
preferences.

(17) "Principa shareholder" means a person who owns or has the ability or power to
vote, directly, acting through one or more other persons, or otherwise indirectly, 10 percent or more of
the outstanding shares or participation shares of any class of voting securities of a state trust company or
other company.

(18) "Private trust company" means a trust company that does not engage in atrust
business with the generd public.

(19) "Shareholder" means an owner of ashare in atate trust company.

(20) "Shares' meansthe unitsinto which the proprietary interests of a Sate trust
company are divided or subdivided by means of classes, series, rdativerights, or preferences.

(21) "Subsdiary" meansacompany that is controlled by another person. Theterm
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includes asubsdiary of asubsdiary.

(22) "Surplus’ meansthe amount by which the assets of a gate trust company
exceedsitsliabilities, capital, and undivided profits.

(23) "Trust deposits’ meansthe client funds held by a sate trust company and
authorized to be depodited with itsdlf pending investment, distribution, or payment of debts on behaf of
the client.

(24) "Undivided profits' meansthe part of equity capita of a state trust company
equd to the balance of its net profits, income, gains, and losses since the date of its formation, minus
subsequent distributions to shareholders or participants and transfers to surplus or capital under share
dividends or appropriate board resolutions. The term includes amounts alocated to undivided profits as
aresult of amerger.

(25) "Voting security” means a share, participation share, or other evidence of
proprietary interest in a state trust company or other company that hes as an attribute the right to vote or
participate in the eection of the board of the state trust company or other company, regardless of
whether theright is limited to the election of fewer than dl of the board members. Theterm includesa
security that is convertible or exchangeable into a voting security and a nonvoting participation share of a

managing participant.

(b) The definitions shall be liberaly construed to accomplish the purposes of the Act.
Additiond definitions applicable to this Act are contained in section 1.002. The Department by rule
may adopt other definitions to accomplish the purposes of this Act.

SUBCHAPTER B. TRANSFER OF OWNERSHIP INTEREST
IN STATE TRUST COMPANY

§6.101. Acquisition of Control

(@) Except as expresdy otherwise permitted, a person may not without the prior written
approva of the banking Commissoner directly or indirectly acquire control of a state trust company
through achangein alegd or beneficia interest in voting securities of a state trust company or a

corporation or other entity owning voting securities of a state trust company.

(b) This subchapter does not prohibit a person from negotiating to acquire, but not acquiring,
control of a tate trust company or a person that controls a state trust company.

(¢) Thissection does not apply to:
(1) the acquidtion of securitiesin connection with the exercise of a security interest or

otherwisein full or partid satisfaction of a debt previoudy contracted for in good faith if the acquiring
person files written notice of acquisition with the banking Commissioner before the person votes the
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securities acquired;

(2) theacquidtion of voting securitiesin any class or series by a controlling person who
has previoudy complied with and received gpprova under this subchapter or who was identified as a
controlling person in a prior gpplication filed with and gpproved by the banking Commissoner;

(3) anacquistion or transfer by operation of law, will, or intestate succession if the
acquiring person files written notice of acquisition with the banking Commissioner before the person
votes the securities acquired;

(4) atransaction exempted by the banking Commissioner by rule or order because the
transaction is not within the purposes of this subchapter or the regulation of which is not necessary or
appropriate to achieve the objectives of this subchapter.

§6.102. Application Regarding Acquisition of Control

(& The proposed transferee seeking approva to acquire control of a Sate trust company or a
person that controls a state trust company must file with the banking Commissioner:

(1) an gpplication in the form prescribed by the banking Commissioner;
(2) thefiling feerequired by Satute or rule;

(3) dl information required by rule or that the banking Commissioner requiresin a
particular application as necessary to an informed decision to approve or reject the proposed
acquigtion.

(b) If the proposed transferee includes any group of individuas or entities acting in concert, the
information required by the banking Commissioner may be required of each member of the group.

(©) Information obtained by the banking Commissioner under this section is confidentid and
may not be disclosed by the banking Commissioner or any employee of the Department except as
provided by subchapter B, Chapter 2.

(d) If the proposed transferee isnot a[state] resdent, a[state] corporation, or an out- of-
state corporation qualified to do business in this state, a written consent to service of processon a
resdent of this state in any action or suit arising out of or connected with the proposed acquisition.

(e) The proposed transferee must publish notice of the gpplication, its date of filing, and the
identity of each participant, in the form specified by the banking Commissioner, in a newspaper of
generd circulation in the county where the sate trust company's home office is located, promptly after
the bank Commissioner accepts the application as complete. Publication of notice of an gpplication filed
in contemplation of a public tender offer subject to the requirements of 15 U.S.C. Section 78n(d)(1)
may be deferred for not more than 34 days after the date the application isfiled if:
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(1) the proposed transferee requests confidential treatment and represents that a public
announcement of the tender offer and the filing of gppropriate forms with the Securities and Exchange
Commission or the appropriate federa banking agency, as gpplicable, will occur within the period of
deferrd; and

(2) the banking Commissioner determines that the public interest will not be harmed by
the requested confidentia trestment.

() The banking Commissioner may waive the requirement that a notice be published or permit
delayed publication on a determination that waiver or delay isin the public interest.

8 6.103. Hearing and Decison on Acquisition of Control

(8 Not later than the 60th day after the date the notice is published, the banking Commissioner
shdl approve the application or set the application for hearing. If the banking Commissioner setsa
hearing, the banking Commissioner shdl conduct a hearing and one or more prehearing conferences and
opportunities for discovery as the banking Commissoner considers advisable and consstent with
governing datutes and rules. A hearing held under this section is confidentia and closed to the public.

(b) Based on the record, the banking Commissioner may issue an order denying an application

(1) the acquisition would subgtantidly lessen competition, be in restraint of trade, result
in amonopoly, or be in furtherance of acombination or conspiracy to monopolize or attempt to
monopolize the trust industry in any part of this sate, unless:

(A) the anticompetitive effects of the proposed acquidtion are clearly
outweighed in the public interest by the probable effect of acquisition in meeting the convenience and
needs of the community to be served; and

(B) the proposed acquisition is not in violation of law of this ate or the United
States,

(2) thefinancia condition of the proposed transferee, or any member of agroup
compaosing the proposed transferee, might jeopardize the financia stability of the Sate trust company
being acquired,

(3) plansor proposasto operate, liquidate, or sell the Sate trust company or its assets
are not in the best interests of the ate trust company;

(4) the experience, ability, sanding, competence, trustworthiness, and integrity of the

proposed transferee, or any member of a group comprising the proposed trandferee, are insufficient to
judtify abelief that the date trust company will be free from improper or unlawful influence or

App. 2-14



interference with respect to the Sate trust company's operation in compliance with law;
(5) the gate trust company will not be solvent, have adequate capitdization, or bein
compliance with the laws of this Sate after the acquisition;

(6) the proposed trandferee has failed to furnish al information pertinent to the
gpplication reasonably required by the banking Commissioner; or

(7) the proposed transfereeis not acting in good faith.

(©) If an application filed under this section is approved by the banking Commissioner, the
transaction may be consummated. Any written commitment from the proposed transferee offered to
and accepted by the banking Commissioner as a condition that the application will be approved is
enforceable againgt the Sate trust company and the transferee and is considered for al purposes an
agreement under this Act.

§ 6.104. Appeal from Adverse Decision

(@ If ahearing has been held, the banking Commissioner has entered an order denying the
gpplication, and the order has become fina, the proposed transferee may appedl the final order by filing
apetition for judicid review with a court of competent jurisdiction.

(b) Thefiling of an gpped under this section does not stay the order of the banking
Commissioner.

§ 6.105. Objection to Other Transfer

This subchapter may not be congtrued to prevent the banking Commissioner from investigating,
commenting on, or seeking to enjoin or st aside atrandfer of voting securities that evidence adirect or
indirect interest in a Sate trust company, regardless of whether the transfer isincluded within this
subchapter, if the banking Commissioner considers the transfer to be againg the public interest.
§ 6.106. Civil Enforcement; Criminal Penalties

(@ The banking Commissioner may bring any appropriate civil action againgt any person who
the banking Commissoner believes has committed or is about to commit a violation of this subchapter

or arule or order of the banking Commissioner pertaining to this subchapter.

(b) A person who knowingly fails or refuses to file the gpplication required by section 6.102 of
this Act commits an offense. An offense under this subsection isa Class A misdemeanor.

SuBCcHAPTER C. BOARD AND OFFICERS

86.201. Voting SecuritiesHeld by State Trust Company
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(& Voting securities of a gate trust company held by the ate trust company in afiduciary
cagpacity under awill or trust, whether registered in its own name or in the name of its nominee, may not
be voted in the dection of directors or managers or on a matter affecting the compensation of directors,
managers, officers, or employees of the state trust company in that capacity, unless :

(1) under the terms of the will or trust, the manner in which the voting securities are to
be voted may be determined by adonor or beneficiary of the will or trust and the donor or beneficiary
actudly makes the determination in the matter a issue;

(2) thetermsof thewill or trust expressy direct the manner in which the securities must
be voted to the extent that no discretion is vested in the Sate trust company asfiduciary; or

(3) the securities are voted solely by acofiduciary that is not an affiliate of the date trust
company, asif the cofiduciary were the sole fiduciary.

(b) Voting securities of a state trust company that cannot be voted under this section are
consdered to be authorized but unissued for purposes of determining the procedures for and results of
the affected vote.

§ 6.202. Bylaws

(@ Each gate trust company shdl adopt bylaws and may amend its bylaws from time to time
for the purposes and in accordance with the procedures set forth in the [state] Business Corporation
Act.

(b) A limited ligbility trust company in which management is retained by the participantsis not
required to adopt bylaws if provisions required by law to be contained in the bylaws are contained in
the articles of association or the participation agreement. If alimited ligbility trust company has adopted
bylaws which designate each full liability participant, the limited liahility trust company shdl file with the
banking Commissioner a copy of the bylaws. Solely that portion of the bylaws designating each full
ligbility participant shall be a public record.

8 6.203. Board of Directors, Managers, or Managing Participants

(& Theboard of a ate trust company must condst of not fewer than five or more than 25
directors, managers, or managing participants, the magjority of whom must be residents of this state.
Except for alimited ligbility trust company on in which management has been retained by its participants,
the principa executive officer of the Sate trust company isamember of the board. The principa
executive officer acting in the capacity of board member is the board's presiding officer unless the board
eects adifferent presding officer to perform the duties as designated by the board.

(b) Unless the banking Commissioner consents otherwise in writing, a person may not serve as

director, manager, or managing participant of a date trust company if:
(1) the state trust company incurs an unreimbursed | oss attributable to a charged- off
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obligation of or holds ajudgment againgt the person or an entity that was controlled by the person & the
time of funding and at the time of default on the loan that gave rise to the judgment or charged- off
obligation;

(2) the person has been convicted of afelony; or,

(3) the person hasviolated aprovison of [state law citation], relating to loan of trust
funds and purchase or sdle of trust property by the trustee, and the violation has not been corrected.

(©) If adatetrust company other than alimited liability trust company operated by managing
participants does not eect directors or managers before the 61t day after the date of its regular annual
mesting, the banking Commissioner may appoint a conservator under Chapter 6 to operate the state
trust company and elect directors or managers, as appropriate. If the conservator is unable to locate or
elect persons willing and able to serve as directors or managers, the banking Commissioner may close
the state trust company for liquidation.

(d) A vacancy on the board that reduces the number of directors, managers, or managing
participants to fewer than five must be filed not later than the 30th day after the date the vacancy occurs.
A limited lighility trust company with fewer than five managing participants must add one or more new
participants or elect aboard of managers of not fewer than five persons to resolve the vacancy. After
30 days after the date the vacancy occurs, the banking Commissioner may appoint a conservator under
Chapter 6 to operate the state trust company and elect aboard of not fewer than five persons to resolve
the vacancy. If the conservator is unableto locate or eect five persons willing and able to serve as
directors or managers, the banking Commissioner may close the sate trust company for liquidation.

(e) Before each term to which aperson is elected to serve as a director or manager of a date
trust company, or annually for a person who is a managing participant, the person shall submit an
affidavit for filing in the minutes of the date trust company stating that the person, to the extent
goplicable:

(1) acceptsthe postion and is not disqudified from serving in the postion;

(2 will not violate or knowingly permit an officer, director, manager, managing
participant, or employee of the Sate trust company to violate any law applicable to the conduct of
business of the state trust company; and

(3) will diligently perform the duties of the position.

() Anadvisory director or manager is not considered adirector if the advisory director or
manager:

(1) isnot elected by the shareholders or participants of the state trust company;

(2) does not vote on matters before the board or a committee of the board and is not
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counted for purposes of determining a quorum of the board or committee; and
(3) provides solely generd policy advice to the board.
§6.204. Required Board Meetings

The board of a date trust company shall hold at least one regular meeting each quarter. At each
regular meeting the board shdl review and gpprove the minutes of the prior meeting and review the
operations, activities, and financia condition of the state trust company. The board may designate
committees from among its members to perform these duties and approve or disapprove the
committees reports at each regular meeting. All actions of the board must be recorded in its minutes.

8§ 6.205. Officers

(& The board shdl annudly appoint the officers of the Sate trust company, who serve &t the
pleasure of the board. The tate trust company must have a principa executive officer primarily
responsible for the execution of board policies and operation of the Sate trust company and an officer
responsible for the maintenance and storage of ail corporate books and records of the state trust
company and for required attestation of signatures. These positions may not be held by the same
person. The board may appoint other officers of the state trust company as the board considers

necessary.

(b) Unless expresdy authorized by aresolution of the board recorded in its minutes, an officer
or employee may not create or digpose of a ate trust company asset or create or incur aliability on
behdf of the Sate trust company.

86.206. Certain Criminal Offenses

(& An officer, director, manager, managing participant, employee, shareholder, or participant
of adate trust company commits an offense if the person knowingly:

(1) concedsinformation or afact, or removes, destroys, or conceals abook or record
of the gate trust company for the purpose of conceding information or afact from the banking
Commissioner or an agent of the banking Commissoner; or

(2) for the purpose of concedling, removes or destroys any book or record of the Sate
trust company that is materia to apending or anticipated legd or adminidirative proceeding.

(b) An officer, director, manager, managing participant, or employee of a state trust company
commits an offenseif the person knowingly makes a fase entry in the books or records or in any report
or statement of the state trust company.

(¢) An offense under this section isafelony of the third degree.
§6.207. Transactionswith Management and Affiliates
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(& Without the prior gpprova of a disinterested mgority of the board recorded in the minutes,
or if adisnterested mgority cannot be obtained the prior written gpprova of the banking
Commissioner, a tate trust company may not directly or indirectly;

(1) <l orlease an asset of the state trust company to an officer, director, manager,
managing participant, or principa shareholder or participant of the state trust company or an effiliate of
the state trust company; or

(2) purchase or lease an asset in which an officer, director, maneger, managing
participant, or principa shareholder or participant of the state trust company or an effiliate of the state
trust company has an interest; or

(3) subject to section 5.201 of this Act, extend credit to an officer, director, manager,
managing participant, or principa shareholder or participant of the state trust company or an effiliate of
the state trust company.

(b) Notwithstanding subsection (&) of this section, alease transaction described in subsection
(a(2) of this section involving real property may not be consummated, renewed, or extended without
the prior written approva of the banking Commissoner. For purposes of this subsection only, an
affiliate of the state trust company does not include a subsdiary of the state trust company.

(c) Subject to section 5.201 of this Act, a Sate trust company may not directly or indirectly
extend credit to an employee, officer, director, manager, managing participant, or principa shareholder
or participant of the state trust company or an &ffiliate of the gtate trust company, unless the extension of
credit:

(1) ismade on subgtantidly the same terms, including interest rates and collaterd, as
those prevailing at the time for comparable transactions by the state trust company with persons who
are not employees, officers, directors, managers, managing participants, or principa shareholders,
participants or affiliates of the state trust company; and

(2) does not involve more than the normal risk of repayment or present other
unfavorable features; and

(3) the state trust company follows credit underwriting procedures that are not less
stringent than those gpplicable to comparable transactions by the state trust company with persons who
are not employees, officers, directors, managers, managing participants, or principa shareholders,
participants or affiliates of the state trust company.

(d) An officer, director, manager, or managing participant of the state trust company who
knowingly participatesin or permits aviolation of this section commits afelony of the third degree.

(e) The Department may adopt rules to administer and carry out this section, including rulesto
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establish limits, requirements, or exemptions other than those specified by this section for particular
categories of transactions.

§ 6.208. Fiduciary Responsibility

The board of a gtate trust company is responsible for the proper exercise of fiduciary powers by
the state trust company and each matter pertinent to the exercise of fiduciary powers, including:

(1) the determination of policies,
(2) theinvestment and disposition of property held in afiduciary capecity; and

(3) thedirection and review of the actions of each officer, employee, and committee
used by the state trust company in the exercise of itsfiduciary powers.

§ 6.209. Recordkeeping

A date trust company shal keep itsfiduciary records separate and distinct from other records
of the sate trust company. The fiduciary records must contain al materia information relative to each
account as appropriate under the circumstances.

§ 6.210. Bonding Requirements

(@ Theboard of agate trust company shal require protection and indemnity for clientsin
reasonable amounts established by rules adopted under this chapter, against dishonesty, fraud,
defdcation, forgery, theft, and other smilar insurable losses, with corporate insurance or surety
companies.

(1) authorized to do businessin this state; or

(2) acceptable to the banking Commissioner and otherwise lawfully permitted to issue
the coverage againg those lossesin this Sate.

(b) Except as otherwise provided by rule, coverage required under subsection (a) of this
section must include each director, manager, managing participant, officer, and employee of the Sate
trust company without regard to whether the person receives sdary or other compensation.

(c) A datetrust company may gpply to the banking Commissioner for permission to diminate
the bonding requirement of this section for a particular individud. The banking Commissioner shall
gpprove the gpplication if the banking Commissioner finds that the bonding requirement is unnecessary
or burdensome. Unless the gpplication presents novel or unusua questions, the banking Commissioner
shall approve the gpplication or set the application for hearing not later than the 61t day after the date
the banking Commissioner congders the gpplication complete and accepted for filing.
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86.211. Reportsof Apparent Crime

A trust company that isthe victim of arobbery, has a shortage of corporate or fiduciary fundsin
excess of $5,000, or isthe victim of an apparent or suspected misapplication of its corporate or
fiduciary funds or property in any amount by a director, manager, managing participant, officer, or
employee shal report such robbery, shortages or gpparent or suspected misapplication to the banking
Commissioner within 48 hours after the time it isdiscovered. Theinitid report may be ord if the report
is promptly confirmed in writing. The trust company or a director, manager, managing participant,
officer, employee, or agent is not subject to liability for defamation or another charge resulting from
information supplied in the report.

SUBCHAPTER D. SpPeECIAL PROVISIONSFOR LIMITED LIABILITY TRUST COMPANIES
§6.301. Filing of Notice of Full Liability

(@ A limited lighility trust company shdl file with the banking Commissioner a copy of any
participation agreement by which a participant of the limited liability trust company agreesto become a
ful ligbility participant and the name and address of each full ligbility participant. Solely that portion of
the filed copy containing the designation of each full liability participant shal be a public record.

(b) The banking Commissioner may require a complete copy of the participation agreement to
be filed with the Department, regardless of whether the state trust company has afull liability participant,
except that the provisons of the participation agreement other than those by which a participant of the
limited liability trust company agrees to become afull ligbility participant are confidentid and subject to
release only as provided by subchapter B, Chapter 2, of this Act.

§86.302. Liability of Participantsand Managers

(&) Except as provided by subsection (b), the participants, participant-transferees, and
managers of alimited ligbility trust company may not be held liable for a debt, obligation, or ligbility of
the limited ligbility trust company, including a debt, obligation, or liability under ajudgment, decree, or
order of court. A participant, other than afull liability participant, or amanager of alimited ligbility trust
company is not a proper party to proceedings by or againgt alimited ligbility trust company, unless the
object of the proceeding is to enforce a participant's or manager's right againg or liability to alimited
ligbility trust company.

(b) A full lidbility participant of alimited ligbility trust company is liable under ajudgment,
decree, or order of court for adebt, obligation, or ligbility of the limited liability trust company thet
accrued during the participation of the full liability participant in the limited liability trust company and
before the full liability participant or asuccessor in interest files a notice of withdrawd as afull ligbility
participant from the limited ligbility trust company with the banking Commissoner. The filed notice of
withdrawal is a public record.

§ 6.303. Contracting Debts and Obligations
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Except as provided by this section or the articles of association of the limited ligbility trust
company, debts, ligbilities, and other obligations may be contracted for or incurred on behaf of alimited
ligbility trust company by:

(1) amgority of the managers, if management of the limited liability trust company has
been vested in aboard of managers, -

(2) amgority of the managing participants, or

(3) an officer or other agent vested with actud or apparent authority to contract for or
incur the debt, liability, or other obligation.

§6.304. Management of Limited Liability Trust Company

(& Management of alimited ligbility trust company is vested in the participantsin proportion to
each participant's contribution to capita, as adjusted periodicaly to properly reflect any additiona
contribution. The articles of association may provide that management of alimited ligbility trust
company isvested in a board of managers to be eected annualy by the participants as prescribed by
the bylaws.

(b) Participants of alimited ligbility trust company may not retain management and must elect a
board of managersif:

(1) any participant is disqudified from serving as a managing participant under section
6.203 of this Act;

(2) the limited liahility trust company has fewer than five or more than 25 participants; or

(3) any participant has been removed by the banking Commissioner under subchapter
A, Chapter 6, of this Act.

(c) Thearticles of association, bylaws, and participation agreement of alimited liability trust
company may use the terms "director” and "board" instead of "manager" and "board of managers,”
repectively.

§6.305. Withdrawal or Reduction of Participant's Contribution to Capital

(@ A participant may not receive from alimited liability trust company any part of the
participant's contribution to capitd until:

(1) dl liahilities of the gtate trust company, except liabilities to participants on account
of contribution to capital, have been paid or, if after the withdrawa or reduction, sufficient property of
the state trust company will remain to pay dl lidbilities of the state trust company, except liabilitiesto
participants on account of contribution to capita;
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(2) dl participants consent, unless the return of the contribution to capital may be
demanded as provided by this chapter; or

(3) the articles of association are canceled or amended to set out the withdrawal or
reduction.

(b) A participant may demand the return of the participant's contribution to capita on the
dissolution of the limited liability trust company and the failure by the full ligbility participants to exercise
the right for the business of the limited ligbility trust company to be carried on by the remaining
participants as provided by section 6.307 of this Act.

(¢) Unlessdlowed by the articles of association or by the unanimous consent of al participants
of the limited liability trust company, a participant may demand the return of the participant's contribution
to capita only in cash.

8 6.306. Interest in Limited Liability Trust Company; Transferability of I nterest

(& Theinterest of a participant or participant-transferee in alimited ligbility trust company isthe
personal estate of the participant or the participant-transferee and may be transferred as provided by
the bylaws or the participation agreement. A transferee of a participant's interest has the status of a
participant-transferee and does not by the transfer become a participant or obtain aright to participate
in the management of the limited ligbility trust company. A paticipant-transferee is entitled to recelve
only ashare of profits, return of contribution, or other distributive benefit in respect to the interest
transferred to which the participant who transferred the interest would have been entitled. A
participant-transferee may become a participant only as provided by the bylaws or the participation
agreement.

(b) A limited ligility trust company may add additiond participantsin the same manner as
participant-transferees after payment in full of the capita contribution to the limited lidbility trust
company payable for the issuance of additiona participation interests.

§ 6.307. Dissolution
(@ A limited ligbility trust company organized under this chapter is dissolved on:

(1) theexpiration of the period fixed for the duration of the limited ligbility trust
company;,

(2) avoteto disolve or the execution of awritten consent to dissolve by dl full liability
participants, if any, and asufficient number of other participants that combined with dl full ligility
participants hold at least two-thirds of the participation shares in each class in the association, or a
greater fraction as provided by the articles of association,
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(3) except as provided by the articles of association, the degth, insanity, expulsion,
bankruptcy, retirement, or resignation of a participant unlessamgority in interest of dl remaining
participants elect in writing not later than the 90th day after the date of the event to continue the business
of the association; or

(4) the occurrence of an event of dissolution specified in the articles of association.

(b) A dissolution under this section is considered to be theinitiation of avoluntary liquidation
under subchapter B, Chapter 7, of this Act.

() Anevent of dissolution described by subsection (a)(3) of this section does not cance or
revoke a contract to which the state trust company is a party, including a trust indenture or agreement or
voluntary dissolution under subchapter B, Chapter 7, of this Act, until the period for the remaining
participants to continue the business of the state trust company has expired without the remaining
participants having completed the necessary action to continue the business of the state trust company.

§6.308. Allocation of Profitsand L osses

The profits and losses of alimited liability trust company may be alocated among the
participants and among classes of participants as provided by the participation agreement. Without the
prior written gpprova of the banking Commissioner, the profits and losses must be allocated based on
the relative interests of the participants as reflected in the articles of association and related documents
filed with and approved by the banking Commissoner.
§ 6.309. Distributions

Subject to section 4.107 of this Act, distributions of cash or other assets of alimited liability
trust company may be made to the participants as provided by the participation agreement. Without the
prior written gpprova of the banking Commissioner, distributions must be made to the participants
based on the relaive interests of the participants as reflected in the articles of association and related
documents filed with and approved by the banking Commissioner.
§86.310. Other Provisons Reated to a Limited Liability Trust Company

For purposes of the provisons of this Act other than this subchapter, as the context requires:

@ amanager and the board of managers are considered to be a director and the
board of directors, respectively;

2 if thereis not a board of managers, a participant is considered to be a director
and all of the participants are considered to be the board of directors,

©)] apaticipant or participant-transferee is consdered to be a shareholder;

App. 2-24



4) aparticipation shareis consdered to be a share of stock; and
(5) adidgribution is consdered to be adividend.
SUBCHAPTER E. M ERGER, CONSOLIDATION, TRANSFER OF ASSETS
§ 6.401. Merger Authority

€)) With the prior written approva of the Commissioner, a Sate trust company may merge
or consolidate with another person to the same extent as a business corporation under the [state]
Business Corporation Act, subject to this subchapter.

(b) Implementation of the plan of merger by the parties and gpprova of the board,
shareholders, participants, or owners of the parties must be made or obtained as provided by the
[state] Business Corporation Act asif the sate trust company were a domestic corporation and al
other parties to the merger were foreign corporations and other entities, except as otherwise provided
by rules adopted under this chapter.

§6.402. Merger Application

@ The origind articles of merger, anumber of copies of the articles of merger equd to the
number of surviving, new, and acquiring entities, and an application in the form required by the
Commissoner mugt be filed with the Commissoner. The Commissioner shal investigate the condition
of the merging parties. The Commissioner may require the submission of additiond informeation as
consdered necessary to an informed decision.

(b) The Commissoner may gpprove the merger if:

@ each resulting state trust company will be solvent and have adequate
capitaization for its busness and location;

2 each resulting state trust company hasin al respects complied with the statutes
and rulesrelative to the organization of a date trust company;

©)] al fiduciary obligations and ligbilities of each ate trust company that is a party
to the merger have been properly discharged or otherwise lawfully assumed or retained by a sate trust
company or other fiduciary;

4) each surviving, new, or acquiring person that is not authorized to engage in the
trust business will not engage in the trust business and hasiin dl respects complied with the laws of this
Sate; and

(5) al conditions imposed by the Commissioner have been satisfied or otherwise
resolved.
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§ 6.403. Approval of Commissioner

@ If the Commissioner gpproves the merger and finds that dl required filing fees and
investigative costs have been paid, the Commissoner shdl:

@ endorse the face of the origind and each copy with the date of approval and the
word "Approved”;

2 filethe origind in the Department’s records; and

©)] deliver a certified copy of the articles of merger to each surviving, new, or
acquiring entity.

(b) A merger is effective on the date of gpprova, unless the merger agreement provides and
the Commissioner consents to a different effective date.

§ 6.404. Rightsof Dissentersto Mergers

A shareholder, participant, or participant-transferee may dissent from the merger to the extent
and by following the procedure provided by the [state] Business Corporation Act or rules adopted
under thisAct.

§ 6.405. Authority to Act as Disbursing Agent

The purchasing trust inditution may hold the purchase price and any additiond funds ddlivered
toit by the sHling inditution in trust for the salling indtitution and may act as agent of the sdlling inditution
in disbursing those funds in trust by paying the creditors of the sdlling indtitution. If the purchasing trust
indtitution acts under written contract of agency approved by the Commissioner that specificaly names
each creditor and the amount to be paid each, and if the agency as limited to the purely ministerid act of
paying creditors the amounts due them as determined by the sdlling inditution and reflected in the
contract of agency and does not involve discretionary duties or authority other than the identification of
the creditors named, the purchasing trust inditution:

@ may rely on the contract of agency and the indructions included in it; and
2 is not responsible for:

(A)  any eror made by the sdlling ingtitution in determining its liabilities, and
creditors to whom the liabilities are due, or the amounts due the creditors; or

(B)  any preference that results from the payments made under the contract
of agency and theingructionsincluded in it.
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86.406. Liquidation of Sdling State Trust Company

If the sdlling trust indtitution is at any time after the sde of assats voluntarily or involuntarily
closed for liquidation by a state or federd regulatory agency, the purchasing trust company shal pay to
the recaiver of the sdling inditution the balance of the funds held by it in trugt for the sdling inditution
and not yet paid to the creditors of the sdlling inditution. Without further action the purchasing trust
indtitution is discharged of al responghilities to the sdling ingtitution, its receiver, or its creditors,
shareholders, or participants.

8§ 6.407. Payment to Creditors

Payment to a creditor of the salling indtitution of the amount to be paid the person under the
terms of the contract of agency may be made by the purchasing trust company by opening an agency
account in the name of the creditor, crediting the account with the amount to be paid the creditor under
the terms of the agency contract, and mailing or persondly ddlivering a duplicate ticket evidencing the
credit to the creditor at the person's address shown in the records of the sdling inditution. The
relationship between the purchasing trust indtitution and the creditor isthat of agent to creditor only to
the extent of the credit reflected by the ticket.

§6.408. Sale of Assets

@ The board of a gate trust company, with the Commissioner's approval, may cause a
date trust company to sell dl or substantidly dl of its assets, including the right to control accounts
etablished with the trust company, without shareholder or participant gpprovd if the Commissioner
finds

(@)} the interests of the state trust company's clients, depositors, and creditors are
jeopardized because of insolvency or imminent insolvency of the sate trust company; and

2 the sdleisin the best interest of the state trust company’s clients and creditors;
and

©)] the Federal Depodit insurance Corporation or its successor approves the
transaction unless the deposits of the state trust company are not insured.

(b) A sde under this section must include an assumption and promise by the buyer to pay
or otherwise discharge:

@ al of the gate trust companies liabilities to dients and depositors,

2 al of the gate trust company'sliahilities for salaries of the sate trust company's
employeesincurred before the date of the sale;

©)] obligations incurred by the Commissioner arising out of the supervison or sale
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of the Sate trust company; and
4 fees and assessments due the Department.

(© This section does not limit the incidental power of a Sate trust company to buy and sl
assatsin the ordinary course of business.

(d) This section does not affect the Commissioner's right to take action under another law.
The sde by atrust company of dl or substantidly al of its assets with shareholder or participant
gpproval is consdered avoluntary dissolution and liquidation and is governed by [applicable provison
of the state Banking Act].
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CHAPTER 7. ENFORCEMENT ACTIONS
SUBCHAPTER A. SUPERVISION AND EXAMINATION

Section

7.001 COMMISSIONER SHALL HAVE SUPERVISION OVER AUTHORIZED TRUST INSTITUTIONS
AND SHALL EXAMINE.

7.002 FEEFOR EXAMINATION.

7.003 COMMISSIONER TO ACT UNDER AUTHORITY OF THE DEPARTMENT.

SUBCHAPTER B. ENFORCEMENT ORDERS, TRUST COMPANY MANAGEMENT

Section

7.101. ADMINISTRATIVE ORDERS, PENALTIESFOR VIOLATION.
7.102. NoTICE AND OPPORTUNITY FOR HEARING.

7.103. SuBPOENA POWER AND EXAMINATION UNDER OATH.
7.104. ReEmMovAL OF DIRECTORS, OFFICERS AND EMPLOYEES.
7.105. ReviEw BY THE DEPARTMENT; ADDITIONAL PENALTIES.

CHAPTER 7. ENFORCEMENT ACTIONS
SUBCHAPTER A. SUPERVISION AND EXAMINATION

§7.001. Commissioner Shall Have Supervison Over Authorized Trust Ingtitutions and
Shall Examine

[DRAFTING NOTE: the term "authorized trust institutions" should be defined to mean
any state trust company, trust office or representative trust office.]

Every authorized trust ingtitution shal be under the supervision of the Commissoner. The
Commissioner shal execute and enforce through the Department and such other agents as are now or
may hereafter be created or appointed, al laws which are now or may heresfter be enacted relating to
authorized trust ingtitutions. For the more complete and thorough enforcement of the provisons of this
Act, the Department is hereby empowered to promulgate such rules not incons stent with the provisons
of the Act, as may, in its opinion, be necessary to carry out the provisions of the laws rdating to
authorized trugt indtitutions and as may be further necessary to insure safe and conservative management
of an authorized trust inditution under its supervison taking into consideration the gppropriate interest of
the creditors, stockholders, participants and the public in their relations with such authorized trust
indtitutions. All authorized trugt inditutions doing business under the provisons of this Act shdl conduct
their businessin amanner consstent with al laws rdaing to authorized trust inditutions, and al rules,
regulaions, and ingtructions that may be promulgated or issued by the Department.

8 7.002. Feefor Examination
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[DRAFTING NOTE: This provision must be structured to fit each state's method of
assessment, whether by assets under management, hourly, a combination of the two, or some
other manner.]

§7.003. Commissoner to Act under Authority of the Department

All the powers, duties and functions granted to or imposed upon the Commissioner by law shdl
be exercised under the direction and supervision of the Department, and wherever provison ismadein
any law now in effect authorizing and permitting the Commissioner to make rules and regulaions with
respect to any actions or things required to be done under this Act, such rules and regulations shdl be
made by the Department, and the words "the Commissioner" used in such atutes authorizing the
Commissioner to make rules and regulations, shal be construed to mean the Department, and the words
"Department” subdtituted in such statutes for "Commissioner.”

SUBCHAPTER B ENFORCEMENT ORDERS; TRUST COMPANY M ANAGEMENT
§7.101. Administrative Orders; Penaltiesfor Violation

@ In addition to any other powers conferred by this Act, the Commissioner shall have the
power to:

Q) Order any authorized trust ingtitution, or subsidiary thereof; or any director,
officer, or employee to cease and desist violating any provision of this Act or
any lawful regulation issued thereunder.

2 Order any authorized trugt indtitution, or subsidiary thereof, or any director,
officer, or employee to cease and desist from a course of conduct that is unsafe
or unsound and which is likely to cause insolvency or disspation of assetsor is
likely to jeopardize or otherwise serioudy prejudice the interests of the publicin
their relationship with the authorized trust inditution.

©)] Order any company to cease engaging in an unauthorized trust activity.
4 Enter any order pursuant to section 2.302 of this Act.

(b) The Commissioner may impose acivil money pendty of not more than [amount to be
determined] for each violation by any authorized trust ingtitution, or subsidiary thereof, or any director,
officer, or employee of an order issued under subdivison (1) of subsection () of this section. Provided
further, the Commissioner may impose acivil money pendty of not more than [amount to be
determined] per day for each day that an authorized trust inditution, or subsidiary thereof, or any
director, officer, or employee violates a cease and desist order issued under subdivision (2) or (3) of
subsection (8) of thissection. All civil money pendlties collected under this section shal be deposited in
the Generad Fund [define].
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§7.102. Notice and Opportunity for Hearing

Conggtent with [state administrative procedur es act], notice and opportunity for hearing
shdl be provided before any of the foregoing actions shal be undertaken by the Commissioner.
Provided, however, in cases involving extraordinary circumstances requiring immediate action, the
Commissioner may take such action, but shall promptly afford a subsequent hearing upon application to
rescind the action taken.

§7.103. Subpoena Power and Examination Under Oath

The Commissioner shal have the power to subpoena witnesses, compel their attendance,
require the production of evidence, administer oaths, and examine any person under oath in connection
with any subject related to a duty imposed or a power vested in the Commissioner.

§7.104. Removal of Directors, Officersand Employees

Conggtent with 8§ 7.102 hereof, the Commissioner shdl have the right, and is hereby
empowered, to require the immediate remova from office of any officer, director, or employee of any
authorized trust ingtitution, who shal be found to be dishonest, incompetent, or recklessin the
management of the affairs of the authorized trugt institution, or who persstently violates the laws of this
State or the lawful orders, ingtructions, and regulations issued by the Department.

§ 7.105. Review by the Department; Additional Penalties

Adminigrative orders issued by the Commissoner and civil money pendtiesimposed for
violation of such orders shal be subject to review by the Department, which shall have power to amend,
modify, or disgpprove the same a any regular or specid meeting. Notwithstanding any pendty imposed
by the Commissioner, the Department may after notice of and opportunity for hearing, impose, enter
judgment for, and enforce by appropriate process, a penaty of not more than thousand
dollars ($ ) againgt any authorized trust indtitution, or subsidiary thereof, or againgt any of its
directors, officers, or employeesfor violating any lawful orders of the Department or Commissioner. All
civil money pendlties collected under this section shal be deposited in the Generd Fund.
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CHAPTER 8. DISSOLUTION AND RECEIVERSHIP;, CONSERVATORSHIP
SuUBCHAPTER A. VOLUNTARY DISSOLUTION AND LIQUIDATION

Section

8.001. REQUIRED VOTE OF SHAREHOLDERS OR PARTICIPANTS.
8.002. CORPORATE PROCEDURE.

8.003. AUTHORITY TO LIQUIDATE, PUBLICATION.

8.004. EXAMINATION AND REPORTS.

8.005. UNCLAIMED PROPERTY.

8.006. SELL OR TRANSFER OF PROPERTY.

SuUBCHAPTER B. INVOLUNTARY DISSOLUTION AND LIQUIDATION

Section

8.101. WHEN COMMISSIONER MAY TAKE CHARGE.

8.102. DIRECTORSOR PARTICIPANTS MAY ACT.

8.103. NOTICE OF SEIZURE;, BAR TO ATTACHMENT.

8.104. NoOTICE TO TRUST INSTITUTIONS, CORPORATIONS AND OTHERS HOLDING ASSETS,
LIENSNOT TO ACCRUE.

8.105. PERMISSION TO RESUME BUSINESS.

8.106. REMEDY FOR SEIZURE; ANSWER TO NOTICE, INJUNCTION; AND APPEAL.

8.107. CoLLECTION oF DEBTSAND CLAIMS COMMISSIONER SUCCEEDSTO ALL

PROPERTY OF THE STATE TRUST COMPANY.

8.108. BoND oF THE COMMISSIONER; SURETY; CONDITION; MINIMUM PENALTY.

8.109. INVENTORY.

8.110. NoTice AND TIME FOR FILING CLAIMS

8.111. Power 1O REJECT CLAIMS NOTICE; AFFIDAVIT OF SERVICE; ACTION ON CLAIMS

8.112. List oF CLAIMS PRESENTED AND DEPOSITS, COPIES; PROVISO.

8.113. DECLARATION OF DIVIDENDS, ORDER OF PREFERENCE IN DISTRIBUTION.

8.114. DeposIT OF FUNDS COLLECTED.

8.115. EMPLOYMENT OF COUNSEL; ACCOUNTANTS, AND OTHER EXPERTS, COMPENSATION.

8.116. UNCLAIMED DIVIDENDS HELD IN TRUST.

8.117. AcTioN BY THE COMMISSIONER FOLLOWING FULL SETTLEMENT.

8.118. ANNUAL REPORT OF THE COMMISSIONER; ITEMS INCLUDED.

8.119. COMPENSATION OF THE COMMISSIONER.

8.120. ExcLusiVE METHOD OF LIQUIDATION.

8.121. DisrPosITION OF BOOKS AND RECORDS.

8.122. DESTRUCTION OF BOOKS AND RECORD.

8.123. TRUST TERMINATED ON INSOLVENCY OF STATE TRUST COMPANY.

8.124. PeTITION FOR NEW TRUSTEE.

8.125. PuBLICATION AND NOTICE.

8.126. ApPOINTMENT WHERE NO OBJECTION MADE.

8.127. REARING UPON OBJECTION.

8.128. REGISTRATION OF FINAL ORDER.



8.129. PeTITION AND ORDER APPLICABLE TO ALL INSTRUMENTS.
8.130. ADDITIONAL REMEDY.
8.131. REPORT TO THE SECRETARY OF STATE.
CHAPTER 8. DISSOLUTION AND RECEIVERSHIP, CONSERVATORSHIP

SUBCHAPTERA. VOLUNTARY DI1SSOLUTION AND LIQUIDATION
§8.001. Required Vote of Shareholdersor Participants

A date trust company may go into voluntary liquidation and be closed, and may surrender its
charter and franchise as a corporation of this State by the affirmative votes of its shareholders or
participants owning two thirds of its stock or participation shares.

§8.002. Corporate Procedure

Shareholder or participant action to liquidate a state trust company shal be taken at amesting
of the shareholders or participants duly caled by resolution of the board of directors or members,
written notice of which, ating the purpose of the meseting, shal be mailed to each shareholder or
participant, or in case of a shareholder's or participant's degth, to such shareholder's or participant's
legd representative or heirs at law, addressed to the shareholder's or participant's last known residence
10 days previous to the date of such meeting. If stockholders or participants shdl, by the required vote,
elect to liquidate a trust company, a certified copy of al proceedings of the meeting at which such action
shdl have been taken, verified by the oath of the president and secretary, shdl be tranamitted to the
Commissioner for gpproval.

§8.003. Authority to Liquidate; Publication

If the Commissioner shal gpprove the liquidation, the Commissoner shal issue to the date trust
company under the Commissioner's sed, a permit for such purpose. No such permit shdl be issued by
the Commissioner until the Commissioner shal be satisfied that provision has been made by the sate
trust company to satisfy and pay off al creditors. If not so satisfied, the Commissioner shdl refuse to
issue a permit, and shal be authorized to take possession of the state trust company and its assets and
business, and hold the same and liquidate the State trust company in the manner provided in this Act.
When the Commissioner shdl gpprove the voluntary liquidation of a Sate trust company, the directors
of sad gate trust company shall cause to be published in a newspaper in the county in which the sameis
located, or if no newspaper is published in such county, then in a newspaper having agenerd circulaion
in such county, a notice that the date trust company is closng down its affairs and going into liquidation,
and notify its creditors to present their claims for payment. Such notice shall be published once a week
for four consecutive weeks.

§8.004. Examination and Reports
When any dtate trust company shdl be in process of voluntary liquidation, it shal be subject to

examination by the Commissioner, and shdl furnish such reports from time to time as may be cdled for
by the Commissioner.
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§8.005. Unclaimed Property

All unclamed property remaining in the hands of aliquidated ate trust company shdl be
subject to the provisons of [x-ref to state escheat laws).

§8.006. Sell or Transfer of Property

Whenever the Commissioner shdl approve it, any state trust company may sell and transfer to
any other trust ingtitution, whether state or federdly chartered, dl of its assets of every kind upon such
terms as may be agreed upon and approved by the Commissioner and by two-thirds vote of its board
of directors or members. A certified copy of the minutes of any meeting at which such action is taken,
under the oath of the president and secretary, together with a copy of the contract of sde and trandfer,
shdll be filed with the Commissoner. Whenever voluntary liquidation shdl be gpproved by the
Commissioner or the sde and transfer of the assets of any state trust company shal be approved by the
Commissioner, a certified copy of such gpprova under sed of the Commissioner, filed in the office of
the Secretary of State, shdl authorize the cancellation of the charter of such state trust company,
subject, however, to its continued existence, as provided by this Act and the generd law rdative to
corporations.

SUBCHAPTER B. |NVOLUNTARY DI1SSOLUTION AND LIQUIDATION
§8.101. When Commissioner may take charge

The Commissioner may forthwith take possession of the business and property of any date trust
company to which this Act is gpplicable whenever it shal appear that such state trust company:

Q) Has violated its charter or any laws applicable thereto;

2 Is conducting its businessin an unauthorized or unsafe manner;

3 Isin an unsafe or unsound condition to transact its business;

4 Has an impairment of its capitdl;

) Has become otherwise insolvent;

(6) Has neglected or refused to comply with the terms of a duly issued lawful order
of the Commissioner;

@) Has refused, upon proper demand, to submit its records, affairs, and concerns
for ingpection and examination of a duly gppointed or authorized examiner of
the Commissioner;

(8 Its officers have refused to be examined upon oath regarding its affairs; or

9 Has made a voluntary assgnment of its assets to trustees.

§8.102. DirectorsMay Act
Any date trust company may place its assets and business under the control of the

Commissioner for liquidation by aresolution of amgority of its directors or members upon notice to the
Commissioner, and, upon taking possession of the state trust company, the Commissioner, or duly
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gppointed agent, shall retain possession thereof until such state trust company shdl be authorized by the
Commissioner to resume business or until the affairs of said Sate trust company shdl he fully liquidated
as herein provided. No dtate trust company shal make any generd assgnment for the benefit of its
creditors except by surrendering possession of its assets to the Commissioner, as herein provided.
Whenever any dtate trust company for any reason shal suspend operations for any length of time, the
date trust company shdl, immediately upon such suspension of operations, be deemed in the possession
of the Commissioner and subject to liquidation hereunder.

§8.103. Notice of Seizure; Bar to Attachment

When the Commissioner, or duly appointed agent, shall take possession of any date trust
company under subsections 8.101 or 8.102 hereof the Commissioner or agent shal within 48 hours, file
with the clerk of the superior court in the county where the state trust company is located, a notice of
such action which shall state the reason therefor, and such notice shdl be deemed the equivaent of a
summons and complaint againg the state trust company in an action in the superior court except that it
shall not be necessary to make service thereof. The taking possession of any dtate trust company shall
be effective on the date when such authority was exercised and from and after such time al assets and
property of such state trust company, of whatever nature, shal be deemed to be in possession of the
Commissioner, and the exercise of such authority shdl operate as a bar to any attachment, or other lega
proceeding againgt the Sate trust company or its assats. After the Commissioner's exercise of authority,
no lien shdl be acquired, in any manner binding or affecting any of the assets of the Sate trust company
and every trandfer or assignment made theregfter by the state trust company, or by its authority, of the
whole or any part of its assets, shdl be null and void; and the Commissioner, shal be subgtituted in
place of the state trust company in al actionsin the State or federa courts, pending at the time of the
exercise of such authority.

§8.104. Noticeto Trust Ingtitutions, Corporations and OthersHolding Assets; Liens
Not to Accrue

Upon taking possession of the assets and business of any dtate trust company, the
Commissioner, or duly gppointed agent, shal forthwith give notice, by mail or otherwise, of such action
to dl trust indtitutions or other persons or corporations holding, or having in possession, any assets of
such state trust company. No trust company or other person or corporation shdl have alien or charge
for any payment, advance or clearance made, or ligbility incurred againgt any of the assets of said Sate
trust company after possession has been taken as provided under this section, except as hereinafter
provided.

§ 8.105. Permission to Resume Business

After the Commissioner has taken possession of any state trust company, such state trust
company may resume business as provided in [x-r ef to appropriate statute].

§88.106. Remedy for Seizure; Answer to Notice, Injunction; and Appeal

App. 2-36



Whenever any state trust company, of whose assets and business the Commissioner has taken
possession as herein provided, except where possession is taken under § 8.102 hereof, shal deem itsdlf
aggrieved thereby, and it may, & any time within 10 days after the filing of the notice with the derk of
the superior court, file an answer to said notice and may aso upon notice to the Commissioner, gpply to
the resdent or presiding judge of the didrict for an injunction to enjoin further proceedings by the
Commissioner. Thejudge of superior court may cite the Commissioner to show cause within 10 days
thereafter why further proceedings should not be enjoined, and after hearing the dlegations and proof of
the parties with repect to the condition of said ate trust company, may dismiss such application for
injunction or may enjoin further proceedings under this section by the Commissoner. If the judge shal
enjoin further action of the Commissioner and permit the reopening of the sate trust company, the judge
shdl have authority to require of such state trust company a surety bond as the judge deems necessary
to insure its solvency, payable to the Commissioner for the sole benefit of the generd creditors of the
date trust company, and upon such terms as the judge may deem proper. Either party shal have the
right to apped to the Supreme Court asin other actions.

§8.107. Callection of Debtsand Claims, Commissioner Succeedsto All Property
of the State Trust Company

@ Upon taking possession of the assets and business of any state trust company by the
Commissioner, or aduly appointed agent, the Commissioner or agent is authorized to collect al money
due the state trust company, and to do such other acts as are necessary to conserve its assets and
property, and shall proceed to liquidate the affairs thereof, as hereinafter provided. The Commissioner,
or aduly gppointed agent, shall collect dl debts due and clams belonging to the Sate trust company, by
uit, if necessary; and, by motion in the pending action, and, upon authority of an order of the presiding
or resdent judge of the district, may sdll, compromise or compound any bad or doubtful debt or clam,
and may upon such order, sdll the real and persond property of the state trust company on such terms
asthe order may provide or direct, except that, where the sde is made under power contained in any
mortgage or lien bond or other paper wherein thetitle is retained for sdle and the terms of sdle set o,
sde may be made under said authority.

(b) Upon taking possession of any date trust company under this section, the
Commissioner and/or the duly appointed agent, shall have the possession and the right to the possession
of al the property, assets, chosesin action, rights and privileges of the state trust company, including the
right to resgn the trust or exercise the power in al papers executed to secure the payment of money in
any form in which the state trust company shal have been named as trustee and/or pledgee, and such
property right and privileges shdl vest in the Commissioner and/or duly appointed liquidating agent
absolutdly, for the purpose of liquidating, and sales and conveyance of the same, together with any and
al other incidenta rights, privileges, and powers necessary and convenient for the enjoyment of the right
of conveyance and sde and for the exercise of the same. Upon the motion made, the date trust
company or any personinterested, may be heard, but the judge hearing the motion Shall enter an order
asin the judge's discretion will best serve the parties interested.

(© The officers and directors of any date trust company, or any state trust company that is
in liquidation as provided by law, shal not hereafter exercise any powers herein declared to be vested in
the Commissioner, and/or the duly appointed liquidating agent.
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§8.108. Bond of the Commissioner; Surety; Condition; Minimum Penalty

Upon taking possession of any state trust company, the Commissioner, or aduly appointed
agent shal execute and file a bond payable to this State, with some surety company as surety thereon,
with the clerk of the superior court of the county where the state trust company is located, conditioned
upon the faithful performance of al duties imposed by reason of the liquidetion of such state trust
company by the Commissioner, or duly gppointed agent asssting in the liquidation of a date trust
company, the penal sum of said bond to be fixed by order of the Commissioner, which in no case shdl
be lessthan [amount to be determined]. Any person interested, by motion in the pending action, shdl
be heard by the resdent or presiding judge of superior court as to the sufficiency of the bond; the judge
hearing the motion may thereupon fix the bond

§8.109. Inventory

Within 30 days after the filing of the notice of the taking possession of a date trust company in
the office of the clerk of the superior court, the Commissioner, or aduly gppointed agent, shdl file an
inventory of the assets and liahilities of such state trust company. A copy of the inventory shal be filed
with the clerk of the superior court in the pending action and a copy shdl be kept on file in the Sate trust
company. Theinventory shal be open for ingpection during the usua business hours, provided, that
nothing herein shdl require the sate trust company to remain open unnecessarily.

§8.110. Noticeand Timefor Filing Claims

Notice shdl be given by advertisement once aweek for four consecutive weeks in a newspaper
published in the county where the state trust company is located, or if no newspaper is published in the
county, then in some newspaper having agenerd circulation in the county, caling on dl persons who
may have claims againg the state trust company to present the same to the Commissioner at the office
of the gate trust company, and within the time to be specified in the notice which time shdl not beless
than 90 days from the date of thefirst publication. A copy of this notice shdl be mailed to al persons
whose names appear as creditors upon the books of the state trust company. Affidavit by the
Commissioner, or agent mailing the notice, to the effect that said notice was mailed shdl be conclusive
evidence thereof.

§8.111. Power to Rgect Claims; Notice; Affidavit of Service; Action on Claims

If the Commissioner, or aduly gppointed agent, doubts the vdidity of any clam, the
Commissioner or agent may reject the same and serve notice of such rgection upon the clamarnt, either
persondly or by registered mail, and an affidavit of the service of such notice shdl befiled in the office
of the clerk of the superior court in the pending action, and shdl be conclusive evidence of such notice.
Any action or suit upon regected claim must be brought by the claimant against the Commissoner or
agent, in the superior court of the county in which the state trust company is located within 90 days after
such sarvice, or the same shdl be barred. Objections to any claim not rgjected by the Commissioner,
or the duly appointed agent, may be made by any person interested by filing such objection in the
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pending action and by serving a copy thereof on the Commissoner, or duly appointed agent and the
Commissioner, or duly appointed agent, after investigation, shall either alow such objection and reject
the clam, or disdlow the objection. If the objection is not dlowed and the claim not rejected, the
Commissioner, or the duly gppointed agent shdl file anatice to this effect in the pending action; and
within 10 days theresfter, the person filing objection by motion in the pending action, a copy of which
notice shal be served upon the person whose claim or deposit is objected to, any present to the court
the question of the vdidity of said cdlam; and the questions of law and issues of fact shdl thereupon be
determined as in other civil actions,

§8.112. List of Claims Presented and Deposits, Copies; Proviso

Upon the expiration of the time fixed for presentation of claims, the Commissioner, or the duly
gppointed agent, shal make afull and complete list of the claims presented, including and specifying any
clams which have been rgjected. One copy shall be filed in the office of the clerk of the superior court
in the pending action, and one copy shdl be kept on file with the inventory in the office of the Sate trust
company for examination. Any clam which may be presented after the expiration of the tine fixed for
the presentation of clams in the notice hereinbefore provided shdl, if dlowed, share pro ratain the
digtribution only of those assets of the state trust company in the hands of the Commissioner, and
undistributed at the time the claim is presented. Provided, that when it is made to gppear to the judge of
the superior court, resident or presiding in the county, that the claim could not have been filed within said
period, the judge may permit those creditors or depositors who subsequently file their claim to share as
other creditors.

8 8.113. Declaration of Dividends; Order of Preferencein Distribution

At any time after the expiration of the date fixed by the Commissioner, or the duly appointed
agent, for the presentation of clams againg the state trust company, and from time-to-tine theregfter, the
Commissioner, out of the fundsin the hands of the Commissioner, after the payment of expenses and
priorities, may declare and pay dividends to the shareholders or participants and other creditors of such
dtate trust company in the order now or hereafter provided by law; and a dividend may be declared
when and as often as the funds on hand subject to the payment of dividends shal be sufficient to pay ten
per centum (10%) of dl clams entitled to share in such dividends. In paying dividends and caculating
the same, al disputed claims shal be taken into account, but no dividend shdl be paid upon such
disouted claims until the same shdl have been findly determined. The following shdl be the order and
preference in the distribution of the assets of any state trust company liquidated hereunder:

(@D} Taxes and fees due the Commissioner for examination or other services,
()] Wages and sdaries due officers and employees of the state trust
company, for a period of not more than four months;

3 Expenses of liquidation;

4 Amounts due creditors other than stockholders or participants.

The word "asset” used herein shal not be deemed to include bailments or other property to
which the gate trust company hasnotitle. A statement of dl dividends paid shal befiled in the office of
the clerk of the superior court in the pending action, and such statements shal show the expenses
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deducted and the disputed clams in determining said dividend.
§8.114. Deposit of Funds Collected

All funds collected by the Commissoner, in liquidating any state trust company, shdl be
deposited from time-to-time in abank as may be sdected by the Commissioner, and shall be subject to
the check of the Commissioner.

§8.115. Employment of Counsdl; Accountants; and other Experts, Compensation

The Commissioner, for the purpose of liquidating state trust companies as herein provided, shall
employ such liquidating agents, competent loca atorneys, accountants and clerks as may be necessary
to properly liquidate and distribute the assets of a state trust company, and shdl fix the compensation for
al such agents, attorneys, accountants and clerks, and shal pay the same out of the funds derived from
the liquidation of the assets of the Sate trust company: Provided, that adl expenditure for the purpose
herein provided shal be gpproved by the resident or presiding judge in the pending action a such time
as the same may be reported, and such charges shal be a proper charge and lien on the assets of the
date trust company until paid.

§8.116. Unclaimed DividendsHeld in Trust

Any undamed dividends remaining in the hands of the Commissioner for Sx months &fter the
order for find digtributions shdl be held in trust for the severd creditors of the liquidated State trust
company; and the money so held by the Commissioner shall be paid over to the persons respectively
entitled thereto as and when satisfactory evidence of their right to the same isfurnished. In case of
doubtful or conflicting claims the Commissioner shdl have authority to gpply to tile superior court of the
county, by motion in the pending action, for an order from the resdent or presiding judge of the superior
court directing the payment of the moneys so claimed. When issues of fact are raised by motion, the
same may, upon request of any clamant, be determined asin other civil actions. The interest earned on
the unclaimed dividend so held shdl be gpplied toward defraying the expenses incurred in the
distribution of such unclaimed dividends. The baance of interes, if any, shall be deposited and held as
other funds to the credit of the Commissioner. After the Commissioner has held the unclaimed
dividends held in trust under the provisons of this statute for the creditors of the liquidated State trust
company for aperiod of 10 years, the Commissoner is hereby given the authority to pay the principa
amount of such unclaimed dividends to the State Treasurer, to be held by the State Treasurer without
liability for profit or interest until ajust clam therefore shal be made by the parties entitled thereto.
Upon payment of unclaimed dividends to the State Treasurer, the Commissioner shdl be fully
discharged from dl further ligbility therefore.
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§8.117. Action by the Commissioner Following Full Settlement

Whenever the Commissoner shdl have paid dl the expenses of liquidation and shal have paid
to each and every creditor of such sate trust company, whose clams shall have been duly proven and
dlowed, the full amount of such dams, and shdl have made proper provision for unclamed and unpaid
and disputed claims, and shdl have in hand other assets of said state trust company, the Commissioner
shdl cal ameeting of the shareholders or participants of the sate trust company by giving notice thereof
by publication once aweek for four consecutive weeks in a newspaper published in said county, or if no
newspaper is published in said county, then in a newspaper having generd circulation in said county, and
by mailing a copy of such notice to each shareholder's or participant's address as the same shall appear
upon the books of the state trust company. Affidavit of the mailing of the notice herein required and of
the printer as to the publication shal be conclusive evidence of notice hereunder. At such meeting any
shareholders or participants may be represented by proxy and the shareholders or participants shal
elect, by amgority vote of the stock present, an agent or agents who shal be authorized to receive
from the Commissioner dl the assets of the Sate trust company then remaining in Commissioner's hands,
and the Commissioner shall cause to be transferred and ddlivered to the said agent, or agents, dl such
asats of sad gate trust company. The Commissioner shdl thereupon cause to befiled in the office of
the clerk of the superior court in the pending actions afull and complete report of al his transactions,
showing the assets of said state trust company o trandferred, together with the name of the agent or
agents receipting for the same; and the filing of such report shdl act as afull and complete discharge of
the Commissioner front al further ligbilities by reason of the liquidation of the state trust company. Such
agent, or agents, shall convert the assets coming into his or her hands, or their hands, into cash, and shdll
make distribution to the shareholders or participants of said state trust company as herein provided.
The agent, or agents, shdl file semiannudly areport of dl transactions with the superior court of the
county in which the ate trust company is located, and with the Commissioner, and shdl be dlowed for
such services such fees not in excess of five percent (5%), as may be fixed by the court. In case of
death, remova or refusal to act, of any agent or agents eected by the shareholders or participants, the
Commissioner shdl, upon report of such action on the part of such agent or agents to the superior court
of the county in which the tate trust company is located, turn over to said superior court for the
stockholders of said state trust company, al the remaining assets of the state trust company, file the
required report and be discharged from any and dl further ligbility to the shareholders or participants as
herein provided. The assets, when turned over to the superior court hereunder, shall remainin the
hands of the court until such time as, by court order or by action of the shareholders or participants,
digtribution shal be provided for.

§8.118. Annual Report of the Commissioner; ItemsIncluded.

The Commissioner shdl file, as a part of an annud report to the Governor, alist of the names of
the Sate trust companies of which possession was taken and liquidated; and the Commissioner shall,
from time-to-time compile and make available for public ingpection, reports showing the condition of
each and dl such gate trust companies, and the annua report of the Commissioner shal show the sum
of unclaimed assets, with respect to each state trust company, and shall show dl depostories of dl sums
coming into the hands of the Commissioner under the provisons of this section.
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§8.119. Compensation of the Commissioner

The Commissioner, for services rendered in connection with the liquidation of Sate trust
companies hereunder, shal be entitled to actua expenses incurred in connection with the liquidation of
each Sate trust company, including therein a reasonable sum for the time of the examiners and other
agents of the Commissoner, which expenses shdl be aprior lien on the assets of such state trust
company o liquidated until paid in full; and the Commissioner shdl have authority to prescribe
reasonable rules and regulations for fixing such expenses.

§8.120. Exclusive Method of Liquidation

No dtate trust company created prior to the effective date of this Act shdl be liquidated in any
other way or manner than that provided herein.

§8.121. Disposition of Books and Records

All books, papers and records of a gtate trust company which has been finaly liquidated shdl
be deposited by the receiver in the office of the clerk of the superior court for the county in which the
office of such state trust company islocated, or in such other place asin the receiver's judgment will
provide for the proper safekeeping and protection of such books, papers, and records. The books,
papers, and records herein referred to shal be held subject to the orders of the Commissioner and the
clerk of the superior court for the county in which such state trust company was located.

8 8.122. Destruction of Books and Records

After the expiration of [period of timeto be selected] from the date of filing in the office of the
clerk of the superior court of afind order gpproving the liquidation by the Commissoner of any
insolvent gtate trust company and the delivery to the clerk or into the clerk’s custody of the records of
such state trust company, the same may be destroyed by the clerk of the superior court.

After [period of timeto be selected] from thefiling by the Commissioner of afind report of
liquidation of any insolvent state trust company, the Commissioner, by and with the consent of the
Department or its successor, may destroy the records of any insolvent state trust company held in the
Office of the Commissioner in connection with the liquidation of such state trust company: Provided, that
in connection with any unpaid dividends the Commissioner shdl preserve the records or other evidence
of indebtedness of the trust company with reference to the unpaid dividend until the dividend shal have
been paid.

88.123. Trust Terminated on Insolvency of State Trust Company
Whenever any date trust company created under the laws of this State, which has heretofore
been, or shdl heresfter be, gppointed trustee in any indenture, deed of trust or other instrument of like

character, executed to secure the payment of any bonds, notes or other evidences of indebtedness, has
been or shall be by reason of insolvency, or for any other cause provided by law, taken over for
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liquidation by the Commissioner of this State or by any other legdly recongtituted authority, the powers
and duties of such gtate trust company as trustee in any such instrument shall, upon the entry of an order
of the clerk of the superior court gppointing a successor trustee, upon a petition as hereinafter provided,
immediately cease and terminate.

§8.124. Petition for New Trustee

Indl cases of insolvency and liquidation provided in this Chapter, the clerk of the superior court
of any county in which such indenture, deed of trust or other instrument of like character is recorded,
shdl, upon the verified petition of any person interested in any such trust, elther as trustee, beneficiary or
otherwise, which interest shall be set out in said petition, enter an order directing service on dl interested
parties either persondly or by the publication in some newspaper published in the county, or in some
adjoining county if no newspaper is published in the county where such gpplication is made, anotice
directed to dl persons concerned, commanding and requiring al persons having any interest in said trug,
appear in the clerk’s office at a day designated in the order and notice, not less than 30 days from the
date thereof, and show cause why a new trustee shal not be appointed.

§ 8.125. Publication and Notice

Such natice shdl be published in the manner required by law for service of summons by
publication, and shall set forth the names of the patties to the indenture deed of trust, or other such
instrument, the date thereof, and the place or places where the same is recorded.

§8.126. Appointment Where No Objection Made

If, upon the day fixed in said notice, No person appears and object to the gppointment of a
subgtitute trustee, the clerk, shal, upon such terms the clerk deems advisable and in the best interest of
al parties, @ppoint some competent person, or corporation authorized to act as, subgtitute trustee. The
subgtitute trustee shdl be vested with and shdl exercise dl the powers reconferred upon the trustee
named in this ingrument.

§8.127. Rearing Upon Objection

If objections are made to the gppointment of a new trustee, the clerk shall hear and determine
the matter, and from the clerk's decison an agpped may be prosecuted as in the case of specia
proceedings generdly.

§8.128. Regigtration of Final Order

Thefina order of appointment of a new trustees shdl be certified by the clerk of the superior
court in an order which shdl be recorded in the office of the register of deeds in the county or counties
in which the ingtrument under which the appointment has been made was recorded, and a notation of
the same shall be entered by the register of deeds on the margin of the record where the origina
instrument was recorded.
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§8.129. Petition and Order Applicableto All Instruments

The petition and the order gppointing a new trustee may include, relate and apply to any number
of indentures, deeds of trust or other instruments, wherein the same trustee is named.

§8.130. Additional Remedy

Sections 8.124 and 8.129 shdl be in addition to and not in substitution for any other remedy
provided by law.

§8.131. Report tothe Secretary of State

The Commissioner shdl on or before the first day of each year theregfter file with the Secretary
of the State areport showing al sate trust companies under liquidation in this State, and the names of
any and dl auditors together with the amounts paid to them for auditing eech of said date trust
companies, and the names of any and dl attorneys employee in connection with the liquidation of said
state trust companies together with the amount paid or contracted to be paid to each of said attorneys.
If any attorney has been employed on a fee contingent upon recovery, the report must state in substance
the contract.

Within five days from the receipt of the report the Secretary of the State of this State shall cause
the same to be published one time in some newspaper published in each county in which a date trust
company or date trust companies are under liquidation. If thereis no newspaper published in the
county, the Secretary of the State of this State shall cause a copy of the report to be posted at the
courthouse door in the county.
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