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2013 -- S0717

STATE OF RHODE ISLAND

IN GENERAL ASSEMBLY

JANUARY SESSION, A.D. 2013

AN ACT

RELATING TO FINANCIAL INSTITUTIONS

Introduced By:Senators Gallo, and Lynch

Date IntroducedMarch 13, 2013

Referred ToSenate Commerce

(Business Regulation)

It is enacted by the General Assembly as follows:
SECTION 1. Sections 19-1-1 and 19-1-3 of the Gdrleaavs in Chapter 19-1 entitled
"Definitions and Establishment of Financial Indiibns" are hereby amended to read as follows:

19-1-1. Definitions. -- Unless otherwise specified, the following termsikhave the

following meanings throughout this title:

(1) "Agreement to form" means the agreement tonfer financial institution or the
agreement to form a credit union, as applicablesyant to this title, and includes, for financial
institutions organized before December 31, 1995 attticles of incorporation or the agreement of

association of the financial institution, where ligable.

3)(2) "Branch" means any office or place of busineskeothan the main office or

customer-bank-communication-terminal outlets aviges for in this title, at which deposits are
received, or checks paid or money lent, or at whiaf trust powers are exercised. Any financial
institution which had, on or before June 30, 2@33ablished an office or place of business, other
than its main office, at which trust powers arereised, shall not be required to obtain the
approval of the director or the director's desigpeesuant to section 19-2-11 of the general laws
in chapter 2 of title 19 for any such offices efithted as of that date.

4)(3) "Credit union" means a credit union duly organimeder the laws of this state.

{5)(4) "Director" means the director of the departmeritudiness regulation.
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)(5) "Division of banking" means the division withinethdepartment of business
regulation responsible for the supervision and emation of regulated institutions and/or
licensees under chapter 14 of this title.

£A(6) "Federal credit union" means a credit union dulyamized under the laws of the
United States.

£8)(7) "Financial institution" means any entity, otheanha credit union, duly organized
under the laws of this state which has the staguathority to accept money on deposit pursuant
to title 19, including an entity which is prohildtérom accepting deposits by its own by-laws or
agreement to form; the term includes, but is mottéd to banks, trust companies, savings banks,
loan and investment banks and savings and loamciatisos.

{9)(8) "Main office" means, in the case of financial ingtons or credit unions, the
location stated in the agreement to form, as andrated, otherwise, the location recognized by
the institution's primary banking regulator asitain office.

10)9) "Person" means individuals, partnerships, corpamaf limited liability
companies or any other entity however organized.

41)(10) "Regulated institution" means any financial ingtdn, credit union or other
insured-deposit-taking institution which is autized to do business in this state including one
authorized by operation of an interstate bankiatugt which allowed its original entry.

£2)(11) "Retail installment contract" means any securireament negotiated or
executed in this state or under the laws of tlgeshcluding, but not limited to, any agreement in
the nature of a mortgage, conditional sale contractany other agreement whether or not
evidenced by any written instrument to pay theilrptarchase price of goods, or any part thereof,
in installments over any period of time and pursdarwhich any security interest is retained or
taken by the retail seller for the payment of tlechase price, or any part thereof, of the retall
installment contract.

43)(12) "Retail seller" means any person who sells orremid to sell any goods under
a retail installment contract to a retail buyer.

44)(13) "Superintendent" means the associate directorsapdrintendent of banking in
the department of business regulation.

£5)(14) "Unimpaired capital" means the sum of all capaad allowance accounts
minus estimated losses on assets, calculated ordsstce with generally accepted accounting
principles.

19-1-3. Applications -- General. -- (a) Fhe—directoror-thedirectors—designee—shall

ve—tall
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applications filed by regulated institutiogball be made to the director or the director'sgiese

with other thanthe exceptions set forth in this titlaH-applicatiors—filed-with-the-division—of

(b) The director or the director's designee sballse notice of applications filed to be

published for—three—{3)—consecutive—weeks—in—a—npager—of—general—ciredlatioon the

department’s website and by any other method dedaypalde director or the director’'s designee

to communicate with persons who are or may beeasted in the applicatiomhich The notice

shall include a provision allowing for a public covant period. During this period, the
application shall be open for public inspectiortret division of banking. If, at the end of the
public comment period, there are no objectors & dpplication, the director or the director's
designee may approve or deny the application. dfehare any objectors, the director or the
director's designeehall may hold a public hearing to take testimony, undertpaind after
considering this testimony, shall approve or ddwyapplication. Any applicant aggrieved by any
order regarding an application may appeal purstastfie provisions of chapter 35 of title 42.

(c) The superintendent shall collect a filing feith respect to applications submitted to

the division of banking for consideration. All feparsuant to this section shall be paid to the

director for the use of the state. The fees to lerged for each type of application shall be

established by the division of bankifiy regulation The-division—of-banking-shall-publish a

(d) The superintendent is hereby authorized tonpigate rules and regulations for the
implementation of this section, including, but fiatited to, the establishment of specific time
periods within which a decision for the variousdgpof applications must be rendered by the
division of banking.

(e) Any party adversely affected by a decisiorthef director or the director's designee

may make written demand upon the director or thecthr's designee within thirty (30) days

notification of the decision from which the partydppealingeencerirg-an-agreementtoform

citizens-of-the-state-and-issue-its-own-decisiciehvbhal-governA hearing conducted pursuant
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to this section shall be conducted pursuant tAdministrative Procedures Act, chapter 42-35.

(f) Anyone adversely affected by a decision of tlector or the director's designee

board-of-bank-incerperatiomay appeal the decision by filing an appeal with superior court

pursuant to section 42-35-15 of the general laitigin-thirty(30)-days-afterentry-of deecision. A

SECTION 2. Section 19-1-2 of the General Laws ira@har 19-1 entitled "Definitions

and Establishment of Financial Institutions" iséi®r repealed.
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SECTION 3. Section 19-2-3 of the General Laws im@hr 19-2 entitled "Creation and

Expansion" is hereby amended to read as follows:

19-2-3. Application to form financial institution -- | ssuance or denial of certificate. --

The subscribers to the agreement to form shall ragigdication to the director or the director's
designee for a certificate that public conveniemaeel advantage will be promoted by the
establishment of the financial institution, whicbrtificate the director or the director's designee
is hereby authorized to grant. The decision oncémtificate may be appealéd-the-board-of
bark-ineorporationpursuant tahis-title chapter 19-1

SECTION 4. Section 19-4-12 of the General Laws la@er 19-4 entitled "Regulatory
Oversight" is hereby amended to read as follows:

19-4-12. Order to cease unlawful or unsafe practices -- Impairment of capital --

Appeal. -- (&) Whenever it appears to the director or theador's designee that a regulated
institution has violated its agreement to form,amy law or regulation, or is conducting its
business in an unauthorized or unsafe mannergeaetjulated institution has been notified by its
federal deposit insurer of its intent to termindeposit insurance, the director or the director's
designee may exercise any or all of the followingvers:

(1) Restrict the withdrawal of deposits when heloe finds the restriction necessary for
the protection of depositors;

(2) Order any person to cease violating any pronisf the banking laws of this state or
any rule or regulation issued thereunder, or ceagaging in any unsafe or unsound or deceptive
banking or credit union practices;

(3) Order that capital be restored, to the extieait the capital of the financial institution
or credit union has been impaired,;

(4) Suspend or remove any director, committee neembfficer, or employee who
becomes ineligible to hold his or her position drowafter receipt of an order to cease under this
chapter, violates the banking laws of this state arle, regulation, or order issued thereunder, or

who is reckless or incompetent in the conduct & fimancial institution's or credit union's

LC01384 - Page 6 of 8



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

business. Each suspension or removal order shatifgghe grounds therefor, and a copy of the
order shall be sent to the financial institutiorcoedit union concerned.

(b) Any action taken pursuant to subsection (ay fma taken in the director's or the
director's designee's discretion before or afttardihg the regulated institution and/or affected
individuals an opportunity for hearing. When aniactis not preceded by an opportunity for
hearing, such an opportunity must be afforded t® thgulated institution and/or affected
individuals within a reasonable time after the @ctiprovided further, that a request for hearing
subsequent to an action by the director or thecttirls designee shall not act to stay the action of
the director or the director's designee pendingtiieome of the hearing, although the director or

the director's designee may, in his or her dismnetjrant a stayAll hearings shall be conducted

pursuant to the Administrative Procedures Act, tira$2-35.
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EXPLANATION
BY THE LEGISLATIVE COUNCIL

OF

AN ACT

RELATING TO FINANCIAL INSTITUTIONS

*%k%k

This act would eliminate the board of bank incogpian.

This act would take effect upon passage.
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