AMENDED IN SENATE JUNE 6, 2000
AMENDED IN SENATE MAY 10, 2000

SENATE BILL No. 2148

Introduced by Senator Polanco
(Principal coauthor: Senator Leslie)

February 25, 2000

An act to amend Sections 100, 102, 103, 105, 107, 109, 116, 276,
and—600 600, and 18003of, to add Sections 105.3, 105.5, and
105.7 to, to add Chapter 11 (commencing with Section 1400)
to Division 1 of, and to repeal Section—339-5—and—te—+epeat and

0039.6 of, the
Financial Code, relating to financial institutions, and
declaring the urgency thereof, to take effect immediately.

LEGISLATIVE COUNSEL'S DIGEST

SB 2148, as amended, Polanco. Financial institutions.

Existing law, the Banking Law, regulates all banks in the
state. Existing law, the Industrial Loan Law, regulates
industrial  loan  companies, including premium finance
agencies that provide insurance premium financing.

This bill would change the name of “industrial loan
company” except in the case of premium finance agendas
“industrial bank” and would create—Fhehe Industrial Bank
Law. Industrial banks would be subject to -the—banking law
Banking Law as revised, which would permit industrial banks
to engage in all the activities of a commercial bank, including
engaging in the trust business—Fhis—bill—would—enaet—the
tasurance—Premivm—Finanee—taw——under—whieh— the
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oHowever, existing provisions

of the Industrial Loan Law would continue to govern
industrial loan companies that act as premium finance
agencies and that provide insurance premium financing.
These entities would not be governed by the Industrial Bank
Law.

This bill would declare that it is to take effect immediately
as an urgency statute.

\Vote: 2/3.  Appropriation: no. Fiscal committee: vyes.
State-mandated local program:-yes

The people of the State of California do enact as follows:

SECTION 1. Section 100 of the Financial Code is
amended to read:

100. This division is applicable to the following:

(@) All corporations engaging in commercial banking,
industrial banking, or the trust business.

(b) All national banking associations authorized to
transact business in this state to the extent that the
provisions of this division are not inconsistent with and do
not infringe paramount federal laws governing national
10 banking associations.

11  (c) All other corporations as shall subject themselves
12 to the special provisions and sections of this division.

13 (d) All other persons, associations, copartnerships, or
14 corporations who, by violating any of its provisions,

OCoO~NOOTA, WN P
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—3— SB 2148

become subject to the penalties provided for in this
division.

SEC. 2. Section 102 of the Financial Code is amended
to read:

102. The word “bank” as used in this division means
any incorporated banking institution that shall have been
incorporated to engage in commercial banking business,
industrial banking, or trust business.

SEC. 3. Section 103 of the Financial Code is amended
to read:

103. Banks are divided into the following classes:

(@) Commercial banks.

(b) Industrial banks.

(c) Trust companies.

SEC. 4. Section 105 of the Financial Code is amended
to read:

105. “Commercial bank” means a bank authorized to
engage in the commercial banking business.

SEC. 5. Section 105.3 is added to the Financial Code,
to read:

105.3. “Industrial  bank” means a  corporation
organized under the laws of this state or a corporation of
similar type organized under the laws of any state of the
United States other than this state that is authorized to
engage in the industrial banking business in this state, but
does not include an insurance premium finance company
subject to Division 7.

SEC. 6. Section 105.5 is added to the Financial Code,
to read:

105.5. “Commercial banking business” includes
receiving deposits of money or its equivalent, including
demand deposits, savings deposits, and time deposits; to
lend money on the security of real or personal property
or without security; to discount or deal in bills, notes, or
other commercial paper; to buy and sell for the account
of customers, and, if eligible for investment, for its own
account, securities, gold and silver bullion, foreign coins,
and bills of exchange.

SEC. 7. Section 105.7 is added to the Financial Code,
to read:
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105.7. “Industrial banking business” includes the
making of loans and acceptance of deposits, including the
issuance of investment or thrift certificates, but not
demand deposits.

SEC. 8. Section 107 of the Financial Code is amended
to read:

107. “Trust company” means a corporation, industrial
bank, or a commercial bank that is authorized to engage
in the trust business.

SEC. 9. Section 109 of the Financial Code is amended
to read:

109. “Bank” or “banks” embraces commercial banks,
industrial banks, and trust companies unless the context
otherwise requires. However, “bank” does not include a
savings association or a credit union.

SEC. 10. Section 116 of the Financial Code is amended
to read:

116. No corporation shall hereafter be organized
under the laws of this state to transact the business of a
commercial bank, industrial bank, or trust company
except as provided in this division.

SEC. 11. Section 139.6 of the Financial Code is
repealed.

SEC. 12. Section 276 of the Financial Code is amended
to read:

276. (a) In this section, “assessment statute” means
any statute that authorizes the commissioner to make or
collect an assessment (other than a fine) on financial
institutions, including the following:

(1) Sections 270 to 271.5, inclusive.

(2) Section 1801.1.

(3) Section 33302.

(4) Article 2 (commencing with Section 8030) of
Chapter 7 of Division 2.

(5) Article 4 (commencing with Section 14350) of
Chapter 3 of Division 5.

(6) Section 1402.

(b) The commissioner may charge to and collect from
the Financial Institutions Fund, the Credit Union Fund,
each of the accounts included in the Financial Institutions
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Fund, and each of the programs included in the State
Banking Account an amount equal to the fund’s,
account’s, or program’s pro rata share of those expenses
of the department which, in the opinion of the
commissioner, it is not feasible to attribute to any single
one of the funds, accounts, or programs. The fund’s,
account’s, or program’s pro rata share shall be
determined and paid in the manner and at the time
ordered by the commissioner.

(c) The provisions of any assessment statute that
authorize the commissioner to make or collect an
assessment for the purposes specified in the assessment
statute include authority for the commissioner to make
and collect an assessment for the additional purpose of
providing money in an amount that will, in the
commissioner’s  judgment, be sufficient to make
payments that may be required under subdivision (b).

SEC. 13. Section 600 of the Financial Code is amended
to read:

600. The articles of each bank shall contain the
applicable one of the following statements:

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

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

(c) In case the bank is, or is proposed to be, an
industrial bank not authorized to engage in trust business,
that the purpose of the corporation is to engage in
industrial banking business and any other lawful activities
which are not, by applicable laws or regulations,
prohibited to an industrial bank.
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(d) In case the bank is, or is proposed to be, an
industrial bank authorized to engage Iin trust business,
that the purpose of the corporation is to engage in
industrial banking business and trust business and any
other lawful activities which are not, by applicable laws
or regulations, prohibited to an industrial bank
authorized to engage in trust business.

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

SEC. 14. Chapter 11 (commencing with Section 1400)
is added to Division 1 of the Financial Code, to read:

CHAPTER11l. INDUSTRIAL BANKS
Article 1. General Provisions

1400. The terms “industrial loan company,” “thrift
and loan,” and “investment and loan” mean an industrial
bank.

1401. As of the operative date of this section:

(@) There is established an Industrial Bank Account in
the Financial Institutions Fund in the State Treasury. All
money received or collected by the commissioner in
administering the laws relating to industrial banks or the
industrial banking business shall be deposited in the State
Treasury to the credit of the Industrial Bank Account of
the Financial Institutions Fund.

(b) All moneys and other assets and all liabilities of the
Industrial Loan Account of the Financial Institutions
Fund shall be transferred to the Industrial Bank Account
of the Financial Institutions Fund.

1402. (a) The commissioner shall annually levy on
and collect from industrial banks authorized to transact
industrial banking business in this state, pro rata on the
basis of total assets, an assessment in a total amount that
is sufficient in the commissioner’s judgment to (1) meet
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the expenses of the department in administering laws
relating to industrial banks or to the industrial banking
business that are not otherwise provided for and (2)
provide a reasonable reserve for contingencies.

(b) The amount of the annual assessment on any
industrial bank authorized to transact the industrial
banking business shall be the greater (1) five thousand
dollars  ($5,000) or (2) the sum of the products
determined by multiplying (A) increments of the bank’s
or trust company’s total assets by (B) percentages of the
base assessment rate according to the following table:

Total Assets

(In Percentage of Base Millions) Assessment Rate
First$2 ... . 100.0
Next$18 ... ... ... i 50.0
Next$80 .......... ..., 12.0
Next$100 ......... ... 6.25
Next$800 ............ ... 6.0
Next$1,000 ............. ... 4.0
Next$4,000 ............. ..., 3.5
Next$14,000 ...................... 3.0
Next$20,000 ...................... 25
Excess over $40,000 ................ 15

(c) (1) For purposes of the annual assessment, the
total assets of an industrial bank authorized to transact
industrial banking business shall be determined as of a
date fixed by the commissioner. However, if an industrial
loan company is not authorized to transact industrial
banking business as of that date but is so authorized as of
the date when the annual assessment is levied, its total
assets for purposes of the annual assessment shall be
determined as of the date of the levy.

(2) (A) In determining for purposes of the annual
assessment on the total assets of industrial banks that are
authorized to transact industrial banking business and
that have one or more foreign (other state) branch offices
or facilities, the assets of the foreign (other state) branch
offices and facilities shall be excluded from total assets.
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However, the commissioner may order the assets of
foreign (other state) branch offices and facilities to be
included in total assets if and to the extent that it is
necessary or advisable in the commissioner’s judgment to
(i) meet the expenses of the department on account of
foreign (other state) branch offices and facilities that are
not otherwise provided for and (ii) provide a reasonable
reserve for contingencies.

(B) If the commissioner finds that an industrial bank
authorized to transact industrial banking  business
allocated any asset to a foreign (other state) branch office
or facility for the purpose, in whole or in part, of reducing
its annual assessment, the commissioner may, for
purposes of calculating the annual assessment on the
industrial bank, reallocate the asset to the industrial
bank’s head office.

(d) The base assessment rate for each annual
assessment shall be fixed by the commissioner but shall
not exceed two dollars and twenty cents ($2.20) per one
thousand dollars ($1,000) of total assets.

Article 2. Business of Industrial Banks

1403. Industrial banks shall maintain insurance of
accounts from the Federal Deposit Insurance
Corporation.

1404. Subject to any order or regulation of the
commissioner, an industrial bank may issue deposits,
including investment or thrift certificates, that are
redeemable prior to their stated maturity, but may not
issue demand deposits.

1405. In addition to other provisions of this division
that are otherwise applicable to an industrial bank, the
following provisions of this division apply to the industrial
bank as if it were a California state commercial bank:

(&) Chapter 5 (commencing with Section 600).

(b) Chapter 6 (commencing with Section 750).

(e) Chapter 7 (commencing with Section 850).

(d) Chapter 8 (commencing with Section 952).

(e) Chapter 10 (commencing with Section 1200).
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(f) Chapter 12 (commencing with Section 1500).

(g) Chapter 13 (commencing with Sectier-63@6H0)

(h) Chapter 15 (commencing with Section 1900).

(i) Chapter 17 (commencing with Section 3100).

() Chapter 18 (commencing with Section 3350).

(k) Chapter 20 (commencing with Section 3600).

() Chapter 21 (commencing with Section 3700).

1406. If any provision of any code refers to “bank” or
‘commercial bank,” the reference shall be deemed to
include “industrial bank.”

Article 3. Transition Provisions

1450. In this article:

(@) “Prior Industrial Loan Law” means Division 7, as
in effect on December 31, 2000.

(b) “Revised Banking Law” means this division, as in
effect on and after January 1, 2001.

(c) “Subject institution” means any  corporation
incorporated under the laws of this state which s
authorized by the commissioner to engage in, the
industrial loan business under the Prior Industrial Loan
Law as of December 31, 2000.

1451. (a) As of January 1, 2001, the articles of
incorporation of a subject institution shall be deemed to
be amended to comply with the requirements of
subdivision (c) of Section 600 of the Revised Banking
Law.

(b) Notwithstanding Section 902 of the Corporations
Code, an amendment of the articles of a subject
institution existing on January 1, 2001, which only effects
a change to comply with the requirements of subdivision
(c) of Section 600 of the Revised Banking Law, may be
adopted by approval of the board alone. The amendment
shall be filed by the Secretary of State, provided the
amendment otherwise complies with applicable
provisions of the Revised Banking Law and Corporations
Code.

1452. (a) As of January 1, 2001, a reference in a
provision of any statute or regulation of this state to
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industrial bank, unless the context requires otherwise.
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- . set
ferth-in-Seetion165-6fthe Corperations-Code.
- S R rth
m-Section-190-ef-the-Coerpoerations-Code.
18601+—No—licensee——shall—merge—with—any—eother
cerperatterunless:
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SEC. 15. Section 18003 of the Financial Code is
amended to read:

18003. “Industrial Ioan company, “industrial bank,”
“thrift and loan company,” “‘company”as used in this

division means—aﬁy—eelcpelcaﬂeﬂ—whieh—m—the—mgular

finance agency as defined in  Section  18560.
Notwithstanding any other provision of this chapter,
these terms and this division do not apply to an industrial
bank subject to and governed by Chapter 11
(commencing with Section 1400) of Division 1

SEC. 16. This act shall be known and may be cited as
the Industrial Banking Act of 2000.

SEC—18—fayFhe—dehnittons—eontatred—n—Chapter 1

firanee-bustress

< i 2 , in
effeetonbeecember31+-2000.

ol o EY an
company—heensed—under—the—tndustrial—ean—taw 10
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SEC19.

SEC. 17. (a) The definitions contained in Chapter 1
(commencing with Section 99) of Division 1 of the
Financial Code, as amended by this act, apply to this
section. In addition, in this section, “office” means any
office that an industrial loan company is authorized to
transact industrial loan business is, as of December 31,
2000, authorized to maintain as an office and where it, as
of December 31, 2000, transacts industrial banking
business.

(b) (1) The commissioner shall, as of February 1, 2001,
issue to each industrial bank that was authorized as of
December 31, 2000, to transact industrial loan business a
certificate of authority authorizing the industrial bank to
engage in the industrial banking business. Each
certificate of authority issued pursuant to this paragraph
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shall be deemed to be issued pursuant to Section 401 of
the Financial Code.

(2) Each industrial bank to which the commissioner
has issued a certificate of authority pursuant to paragraph
(1) of this subdivision shall, promptly after February 1,
2001, surrender to the commissioner for cancellation the
certificate of authority authorizing it to engage in the
industrial loan business.

(¢) (1) The commissioner shall, as of February 1, 2001,
issue to each industrial bank authorized to transact
industrial banking business that, as of December 31, 2000,
was authorized to and did maintain an office, a certificate
of authority authorizing the industrial bank to maintain
a branch office at the site of the existing office. Each
certificate of authority issued pursuant to this paragraph
shall be deemed to be issued pursuant to Section 504 of
the Financial Code.

(2) Each industrial bank authorized to maintain an
office pursuant to paragraph (1) of this subdivision shall,
if applicable, promptly after February 1, 2001, surrender
to the commissioner for cancellation the certificate of
authority that authorized it to transact industrial loan

SEC21.

SEC. 18. Section 15 shall become operative on
January 1, 2001.

SEC. 19. This act is an urgency statute necessary for
the immediate preservation of the public peace, health,
or safety within the meaning of Article IV of the

97
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Constitution and shall go into immediate effect. The facts
constituting the necessity are:

In order to provide for a more appropriate regulatory
structure and comprehensive regulatory oversight at the
earliest possible time, it is necessary that this act take
effect immediately.
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