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,Rcpn.!scntutivc Nuncy .lolrnson: 11111 sponsol'ing bill. 

Mnrilyn Fmilil N/J llmtkers Assodat/011 \Vl'ittcn Tt.•stituon~· 
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Fos~: /\cting us u fi11dc1·. 
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Rcpt·csctltntivc Ku);pci.:.; This opens stale hanks to do u11dcr\\'l'ili11g of' securities uml insunmce. 

Rcprcscntulivc Severson: Muy lhct·c he some l'cgions that this eould be good? 

Ruprcscnltltivc Kuspcr: This clrnngcs li·om sdling to ercnti11g, 
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Rep. Glen Froseth ✓ .. ReQ, Bill Pietsch V,1 
Rep. Roxanne Jensen ✓ .. Rep. Dan Ruh).'. v~ 
Rep, Nancy Johnson t/ Rep, Dale C, Severson ,/M 

Rep, Elwood Thorpe I/ 

--

-
Total (Yes) /3 No ------- -------·--------
Absent !)_ 
Floor Assignment 

1f the vote is on an amendment, briefly indicate intent: 



REPORT OF STANDING COMMITT'EE (410) 
January 31, 2001 4:18 p.m. 

REPORT OF STANDING COMMITTEE 

Module No: HR-17-2043 
Carrier: Lemieux 

Insert LC:. "( ltla:. 

HB 1351: Industry, Business and Labor Committee (Rep. Berg, Chairman) recommends 
DO PASS (13 YEAS, 2 NAYS, 0 ABSENT AND NOT VOTING). HB 1351 was placed 
on the Eleventh order on the calendar. 

(2) Dr.SI<, (3) COMM Page Nu, 1 llfl,17-?.0t13 
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The mceti11g was called to order. All committee 1111.•mbers pn.:sent. I lear'illg Wt1s opened 011 1113 

I )51 rclnting to the powers of' slntc-ehnrtcr·ed banks, 

Jtcf)rcst1ntutfvc Nunc~• ,Johnson, Distl'kt 37, co sponsm, This bill ,vus sub111iltcd at tile n.:qw.:st 

of the ND Bnnkcr·s, Assn. !11 I 99lJ !hi..· f'cd~r1tl government passed a ba11king bill that changed the 

powers of 1111tlonul chmtcrcd bunks, this bill is n pmity issue, Mal'ilyn Foss will explain tile 

conhmt of the 1;:11. 

Mut•flyn Foss~ ND Bunkct·s Assn. 01·:ll Counsel. In lhvor. W1·i1tcn testimony att.td1cd, 

S<.111uto1· Mutch: At'C bmkcrngc and similar uctivities already authorizl!d by GLB'! 

M Foss: OLl3 has list of nctivities defined as 11 ti111111einl 1H~tivitics'', OLB ha:\ 11 provision 

prohibiting 1wtio11~11 banks from cngnglng in insu1·1111cc u1Hicrw1·iting either directly or indir~dly 

11nlcs1
., grundfo(hcrcd. A number of shltc churtcl'cd bunks i11 ND have i11srn·nncc ugcnt ncli\'itks or 

11gc11r.:ics ns uflilintcs, 



Page 2 
Scrwte Industry, Business and Labor Committee 
Bill/Resolution Number 1-1(3 1351 
llcari11g Date February 21, 200 I. 

Joel Gilbertson, l11depcndc11t Community Banks of ND. 111 support this hill is necessary in the 

post GLB era. 

Hep. 1llm Kasper, District 46. 111 oppositio11. Submitted proposed n1111.:nd1m:11t for p;1gL' 2. Ii Ill' cl 

to remove "directly or indirectly". During I louse hearings I Hskcd Marily11 Foss if by ll.iving 

these words in tltc bill we me ttllowi11g stntc chartered b:111ks lo umk1writc tlw i11s1.1ranct ;111d 

securities and tukc the risk directly within the bank. ( 'mi they form a11 i11sun11HX' co111pi1ll~1
• not 

agency, or securities comprn1y, not agency, and subject depositors lo the risks of' till' u1Hh:J'\\Tlli11g 

losscs or gnins'! Tile answer was yes. lJndcr Ci LB tllcse ncti\'i!ks arc c1llo\\·L•d under n subsidimy. 

that WHY depositors (11'1..: 1101 nt l'isk. I suggest tile co111niittce consider this a111e11tl11w11L I \\'011·1 

drn11gt: i111c.rnt of !lie bill, wlwt it docs is prokct <.k:posito1·s, 

Scnnfur Espl1~u1·d: Tnking those words out won't cll11Pgc u11ytlli11g. 

Rep J<uspc1·: Yes because !hey would have to abidi.! by the CJL.B pro\·isio11s for 1w1io1111I b1111ks. 

Scnn(or l<l'ehshuch: ULB rcstt·icts i11surm1cc lt11dcrwri!i11g'! We are tryi11g lo set the same rules 

!hr both stale 1111d 11atio11ul cllu1·tcrcd bn11ks: 

M Foss: GLB restricts insu1·,1111.:c u11dc1writi11g by national bn11ks. The i11tentio11 of' drnlli11g tile 

bill is to nllow stute clHu·tcrcd bnnks to l'cquest aulhority to do dircdly activities 11utio1wl 

chn1·tcrcd banks can do only tht·ottgh subsidimics. To udd1·css Rcp1ese11tativc Kuspcr's cotH:cm 

thl!t'c will be the fire wnll oftlrn FDIC imd the stntc board which at\i th,~ on,~s who will be 

gn1nting the authority. The \1oint is to pmvidl' ffoxibility to compete in the 1r•.•;u1·a11cc a11d 

securities industry without : 1 • v i,1g to sl.!t 11p u sttbsidinry nt\•,'' 1111 thal it involvl.!s. 

St.!nutot' Espc"nl'd: The umendmcnl won't do nnything'' 

M Fos~ : I ug1·cc, 

Gut·y Prcsilcr, Bunking Commisslo11ct\ clnl'ilicd nctlvltics nllowcd t11tdl!r GLB to bunks, 
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Senate Industry, Business and Labor Committee 
Blll/Rcsolution Number HB 1351 
Hearing Date Febrnary 21, 200 I. 

subsidiaries and holding companies. If activity is done by subsidinry or in bunk. its still their 

i11vestmcmt that is Ht stake. If done by holding company shareholders' money is at slake. Cil.13 

never gave states right to dctcrntirw powcl's of state hanks. tlwt is still up to the slnlcs legisluturc. 

FDIC would still have to approvr.: them. Distributed eopi<.'s of Title I~ hicilitaling /\f'liliation 

Among l3anks Securities 1:inrn.;, and lnsurnnce Companies 

No additional testimony. 1-lenring closed. 

Discwrnion held. Sr1111tor l~spcgunJ: Motio11: do puss. Sl1nalor· k'.lt•llr: Second. 

Roll call vole: 7 yes: 0 no. Motion earricd. Floor assig111ttL'11t: S<..1 11111,u· Espt•~unJ, 



18303.0101 
Title. 

Prepared by the Legislative Council staff tor 
Representative Kasper 

February 20, 2001 

PROPOSED AMF..NDMENTS TO HOUSE BILL NO. 1351 

Page 2, line 4, remove "directly or indi.m.Ql!i' 

Renumber accordingly 

Page No, 1 1830:3.0101 
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REPORT OF STANDING COMMITTEE 

Module No: SR-32-4224 
Carrier: Espegard 

Insert LC: . Title: . 

HB 1351: Industry, Business and Labor Committee (Sen. Mutch, Chairman) recommends 
DO PASS (7 YEAS1 0 NAYS, 0 A8SENT AND NOT VOTING), HB 1351 was placed 
on tho Fourteenth order on the calendar. 

(2) Ot:SK, (3) COMM Page No, 1 
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TESTIMONY OF MARILYN FOSS 
IN FAVOR OF 1-18 1351 

(On Behalf of North Dakota Bankers Association) 

Chairman Berg, members of the I louse Industry Business and Labcw Connnittee, my 

nnmc is Marilyn Foss. I am general counsel for the North Dakota Bankers Association 

and am appearing before you to support 1-IB 135 I which amends NDCC 6-03-38. NDCC 

6-03-38 is North Dakota's "parity" statute: it is the means by which state chartcrl'd hanks 

can keep up with national banks as national bank powers arc expanded. 

This bill is a "housekeeping" bill and is an offshoot of the Federal 1:inalll:ial 

Modernization /\ct (Grnrnm Lench Blilcy) ("GLlf') which became federal law in 

November, 1999, <JLB removed barriers which kept the hanking. insurnnce and sccuritiL·s 

industries scparnte and implemented the co11<.:cpts o/'"fi11a11cial'' activities and m:tivitics 

which arc "complementary" to linnrn.:inl activitit:s lo provide a franwwork f'or expanding 

bunk powers. 

However, since we were looking at the statute weals() took the opportunity lo 

modernize the lnnguugc which uutltnrizcs a state chartered bank to invest in subsidiaries 

which u,·c orgnnizcd in a business cntlty form other than n business corporntions, cg .. an 

LLC. This second point is the sole purpose of changing "corporation" to "organizutio11" 

on page l, 

The bill also r~movcs the word "banking" as a modifier nnd clnssilicatio11 of the 

types of nctivitics which n subsidiary of n stutc bunk ( r,, I, line22) or tt stntc bank ( page 

2, line 4) cun cngngc with stntc bunking bonr·d upproval. Before GLB, bunk powers a11d 

ncti vities were generally authorized us 11bnnking activities or powers or 11 i11cidc11tul" to 

the bunkit1g business. Indeed, these words became "terms of art" un<l had specific 

mcuning within the banking industry, Bnnk uppllcntions to cnguge in new activities were 

unnlyzcd to mnke sure the powers fell within the rcstl'ictions expressed by these tc1·111s uf 

nrt. Classic Hbanking" powers are typically s<~l out in stntutcs such us NDCC 6-03 or the 

Nntionnl Bunk Act. For example, the power to mnkc n Mui cstntc loan under specified 

conditions is set out in NDCC 6·03- 05 nnd is u banking ttctivity. Both stlltc nnd fcdcrul 

Jaw nlso authorize banks to engnge in netivitics which nrc 11 incide11tol" to the business of 

banking, "lncidentaP' bunking powers include, under North Dnkotn law, the power to 



offer electronic funds transfer scrvic.:cs. The rcgulatol' for national banks has dt·l.ennincd 

that hunks may sell excess data stDrage as a corrcspondl!nt service to other banks and to 

the public as an inc.:idcnt to a national bank\; business when the cxc..:ss cnpaeity is 

acquired in good faith in connection with bank operations. (Interpretive Lctkr 1!888, 

May 2000). 

GLB has added "financial" activities and activities which are "co111plcme111nry" to 

finaneinl activities lo the activities lingo. GLB includes a list of some "J1nancial'' 

m:tivitics, hut assigns much of the responsibility for developing the concept to f'i.:dernl 

bank l'egulators. ;\s a result federal bank regulators are uuthorizing national banks to 

expand theit· business operations into activities which me defined as hl!ing "li1rnncial' 1 or 

'\:omplemcntar/' to financial uctivitics. ;\ couple ofl!xumpks of a "linanc:ial' activity 

arc investment and economic advisory services. and ucting us a tinder. Real estate 

brokerage is now being proposed as a 11 timtncial'' activity. By removing the word 

"banking" as a modifier to activities, this bill makes it clear that the ;,late hnnking hourd 

may ullow North DHkota's state chartered banks to use subsidiaries to engage "indircctiy" 

in any kind of activity which is permitted for a :rnbsidinry of a 11atio11al bank, 110 matter 

how the activity is clnssiffod by fod!.!ral regulators. 

The bill also gives the board and stale chmtcrcd banks the broadest possiblr.: 

f1cxibility about how to structure new uctivitics, /\s u result of th1: changes 011 page 2, 

line 4, the stutc bunking bonrd \Viii hnve more power nnd flexibility to apply the financial 

modcrniznlion co11ccpls which arc cxprcm;cd by GLB to stntc banks themselves. With the 

insertion of the words "c.Hrcctly or indirectly" we intcnu to cmpo\vcr tlw state bunking 

board to permit a stntc bnnk to ~ngnge directly in nny activity whir.::h is nuthorizcd for u 

nutionnl bank even though n nutionnl bnnk is required to conduct the same activity 

indirectly through u subsidinry, But a stntc bnnk will only he nblc lo do so if the stote 

bunking bomd nnd FDIC both determlnc the snfcty wnll of a subsicliury isn't required 

under for rcusons of sufoty and soundnciss, The idea here is to permit stutc bnnk 's to 

nvoid the expense nnd complicutions of n complex business structure if the bank cnn 

convince its stnte and federal regulators that conducting u finuncinl activity directly is 

nppropriute, 



The parity provisions of NDCC 6·03-38 have kept North Dakota 
1

s state chartered 

banks competitive with national banks. The changes proposed by the bill continue tlwt 

tradition. For that reason we urge you to give the bill n do puss recon1me11dation. 



TITLE I - FACILITATING AFFILIATION ,\i\lON(; B,\NKS, 
SECURITIES FIRMS, AND L"JSURANCE COt\lPA,'iIES 

Subtitle A-Affiliations 

Section 101 repeals Section ~O and Section 32 of the Banking Act of 1933 
( commonly rcferreu to as the "G lnss-S tengnll Act") thus allowing Federal Reserve 
member banks to affiliate with, and have director or employee interlocks with, 
firms principnlly engaged in securities activities. 

Section 102 allows bank holding companies (ns opposed to financial 
services holding companies, discussed below) to own companies that conduct 
nct.ivlties deemed "closely related to banking'' by the Federal Reserve Bonrd as of 
November 12, 1999. This provision will allow bank holding compnnies thnt do 
not meet the requirements for financial holding companies, or do not want to 
become financinl holding companies, to continue to perform activities thnt have 
already been determined to be closely related to banking. I3nnk holding 
compnnies will be Hm1ted to these activities. 

Section.)Q3 makes the distinction bctwccnjinancial holding companies 
and bank holding companies, nnd allows financial holding companies to conduct 
activities that the Federal Reserve Board, in coordination with the Treasury 
Department, deems ''finoncinl in nature" or 11complcmcntnry to n finnncinl 
nctivityt without posing substantial safety nnd soundness risks, Both Treasury 
and the Fed hnve the authority to override the other ngency1s determination that nn 
activity is financinl in nature or complementary to a finnnclnl activity. 

PcrntJssible activities. A new Section 4a)(4) of the Bonk HQ.l.di~ 
Company At:t specifies eig_ht IXR;g--of activity thnt are nllowed: 

i&b 

♦ Lending, exchanging, transferring, investing for others, or safeguarding 
money or securities: 

.....-, Insurance underwriting nnd agency: 
♦ Investment ndvice: 
♦ Issuing or selling instruments reprP-scnting interests it, pools of assets 

permjssibl~ for n bunk to hold directly; 
f ~.ecurlties underwridng and dealing: 
• Activities deemed ''closely rclatl~d to hanking:" 
♦ Acti· 1ities allowed for U.S. bun~ holdin)..! compnnies in other countries, 

subject to the Fed's approval: and 

10 



• Men.:hi.1nt hanking. or owning non financial firms 1hrout,1h in~ur:111n· ()f' 

,i.;ecurities .:iffiliate.'i. provitk'd th.:ll thL' h.:ink holding company is nol 
directly involveJ in tht! management ol' these fir111s. 

Financial holding companies gencrally need not apply to the Fed !'or 
permission to acquire n new affilinte or begin a new activity. but 111us1 give notke 
within 30 dnys, 

The Federal Reserve Board and the Treasury will develop joint regulations 
on trnnsuctions between banks and their merchant banking nffilintcs, 

By the end of 2003, the Fed and the Treasury must report jointly to 
Congress on the activities, including grandfathered commercial activities, of 
financial holding companies. The report must describe the agencies' criteria for 
determining activities to be financial in natllrc; analyze the safety and soundness 
risks of commercial nffilintes; nnd evaluate the effects of mergers and 
consolidations on market concentration. 

Requirements for expanded activities. To conduct nn expanded activity 
through a financial holding company, n bank holding company must declare its 
intention to the Fed to become a finnncinl holding company and ccrti fy that all the 
depository institutions within the holding company are well~cnpitnlized nncl wcllw 
mnnaged, All insured depository institutions in the holding company must have 
CRA rntings of satisfactory or outstanding. The Federal Reserve Board will have 
enforcement authority over the financial holding company, and the section lays out 
procedures for enforcement actions against noncompliant FHCs, An existing 
financial holding company that has an insured depository institution with less thnn 
a satisfactory CRA rating may not begin nny new flnancinl activity until it 
improves its CRA rating. Noncompliance with CRA brings no other enforcement 
nctior,s. 

Grandfathering for non-flnnncfal activities. Financial holding 
compnnies that were not bank holding compnnies or foreign bnnks muy continue 
to engage in activities beyond those permitted for FHCs if they were conducting 
these octi vities on September 30, 1999; derive at least 85% of gross revenues from 
finnnclal nctlvlties: and ogree not to expand these activities beyond their status on 
September 30. Aggregate gross revenues from commercial nctivities may not 
exceed 15% of total gross revenues of the FMC. This ·grandfather expires in 2009. 
with the option of a five-year extension. In genernL depository institutions within 
these FHC~ may not cross-mnrket the services of their commercial affiliates. but 
tht! law makes some exceptions tc this, nnd th~ Fed hns the authority to mnkc 
more. 



FDIC 
Ftderal Des,Qalt lneuranc-,e Corporation 0111co 01 the Oirecto, 
Washington, OC 20~29 ---------'--~------------..!?~~$ur>t>M$1on 

Fll.-1-2001 
January 8, 20C I 

ACTl VITIES OF INSURED DEPOSITORY INSTITUTIONS 

TO: CHIEF EXECUTIVE OFFICER 

SUBJECT: Final Rule Governing Actlvitics of Insured State Banks 
( Port 362 oC FDIC's Rules ond B!:¥lllntioos) 

The Federal Deposit lnsurance Corporation 1 f> (FDIC) Board of Directors has revised the 
ugencyts regulation governing the activities of insured state banks-Part 362 of the FDIC's rules 
nnd regulations, The revisions reflect statutory changes made pursuant to the new financial 
modernization law, the Gramm-Lerich~Bliley Act (OLBA), The final rnlc, whiclLi.~attar.hed_ 
tnje~r.Li.tnmediately._ ...- e =¼:~ ---====-
The revised final rule provides the framework for subsidinrics of state nonmember banks to 
engage in flnancinl activitics--includln securities unden~ng-thnt the new lnw permits 
national banks to conduct throug a nancial subsidiary. As in the past, all contemplated 
activities must be pennitted by the institution's chartering authority. 

• Under the flnal rule, a srnte nonmember bank must submit a notice to the FDIC to engage in 
flnanclal activities through a subsidiary. The finnl rule contains a self.eyi:t/flcation process 
that is effective upon r,eceipt of the nolice. The rule ~peci fies in formation that must be· 
certified by the bank e.nd clarifies that the FDIC may impose any limitatio1ts on the conduct 
of activities when the bank fails to continue to meet the regulation's requirements, To 
engage in tin(.ncial activities under the new GLBA authority, the insured state nonmember 
bank must certify thut: 

~► it is well-managed, and 
► it and all of its insured depository institutions nre \Veil-capitalized after deducting its 

/ investment in r.he subsidinry. 

The insured state nonmember bank must ulso me('~. and continue to meet, the following 
additional requirem~nts: 

• Disclose, and continue to disclose, the capital deduction in any published financial 
statements: 

• Comply with sections 23A and 23 B of th~ Fed~ral Reserve Act: und 
• Comply with the required tinnncial and oper::itional :mfegunrds. 



When th~ stuto nonmornber bunk submits its notice, the bunk and all of its depository institution 
ufl11iutes must have a Community Reinvestment Act compliunce rating of no less thnn 
sutisfnctory, The notice required undor the rulo must be flied before acquiring an intcrust in ll 

subsidiary that engages in flnanclnl activities or commencing a now financial activity. 

Because the final rule provides for a self-certification process ruther thnn tho 30 .. dn;/ process 
included in the interim rule, the flnnl rule provides that a stutc nonmember bunk certify thut it is 
well-managed before It engages in activities pursuant to section 46. The FDIC considers this 
requirement necessary for safety and soundness reasons; however, the FDIC will consider 
applications for relief from this requirement in appropriate circumstances. 

The Board has also eliminated section 337.4 of the FDIC's regulations relating to securities 
activities of insured state nonmember banks, and incorporated its remaining provisions into 
Subt,irt B of Part 362. In making this change, the FDIC is making its rules for bank aft11iation 
with a securities f1nn consistent with its rules for bunk ownership of a subsidiary engaging in 
general securities underwriting activities. The FDIC is retaining limited separation standards for 
flnanclal subsidiaries engaging in general securities underwriting activities. 

For further infonnatlon, please contact Curtis Vnughn (202-898~6759), Examination Specinlist in 
the Division of Supervision; or Linda Stamp (202-898-7310), Counsel in the Legnl Division, 

Attachment 

~ . 
Michael J. Znmorski 
Acting Director 

Distribution: FDIC-Supervised Banks (Commercial and Savings) 
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REGULATORY NOTICE 
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Bank Holding Companies and Change In Bank Control 
(Regulation Y) 

January 12, 2001 

To All Those Concerned 1n the 
Ninth Federal Reserve District: 

Docket No.: R-1091 

SUMMARY: The Board of Governors of the Federal Reserve System and the Secretary of the 
Treasury Jointly propos·:· to seek com.!llent on whether to determjne .by. .. ntle_that rJ?_al estate 
brok~~e is an activity that is financial in nature or incidental to a financial activity and 
"ifere ore pennissib)e for flnanci~ iioJding companies and financial subsidiaries of national 
banks. The Board and the Secretary also jointly propose to solicit comment on whether real 
estate management activities could be considered financial in nature or incidental to a financial 
activity. The Board's proposed rule would amend subpart I of the Board's Regulation Y to add 
real estate brokerage and real estate management to the list of activities pennlssible for financial 
holding companies. The Secretary's proposed rule would amend its financial subsidiary 
regulations to add real estate brokerage and real estate management to tho activities permissible 
for financial subsidiaries of national banks. The Board and the Secretary solicit comment on all 
aspects of the proposal, 

DATES: Comments must be received by March 2, 2001. 

The Federal Register notice is attached. The proposed rule is also available at the following web 
site: http://www.access.gpo.gov/nara/index.html, 

For Further Information, Contact: 

Mr. Daniel R. Hanger, Manager, Banking Supervision, (612) 204-5066. 
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Tl:'BTIMONY OF MARILYN FOSS 
IN FAVOR OF JIB 135 l 

(Ori Bc}rnlf of North Dakotn Bunkers Assoclntion) 

Chulrmun Mutch. mcmhcrs of the Scnntc Industry Business nnd Luhor Committee, my 

nmnc is Mnril)1n Foss, I um gtmcrnl counsel for the North Dnkotn Bunkers Associntion 

und um uppcnring before ycH1 to support IIB 1351 which nmcnds NDCC 6-03-38. NDCC' 

6-03-38 is is the mctm!~ by which stutc churt,~rcd bunks can keep up with nntinnul bunks 

us nutionnl bunk powers nre cxpnndcd bccnusc It empowers the stute bunking honrd to 

uuthorizc stntc churtcred bunks to ongngc in uctlvities in which nutionul t,,mks muy 

cngngc. 

This bill is nnothcr offshoot of the Grnmm Lcuch Blilcy Finunclnl Modernization 

Act C'OLB 1
'). GLB removed barriers which kept tlw bunking, insurnncc nnd securities 

industries scpnrutc nnd Implemented the con1,;cpts of 11 finunciul 0 uctivitlcs and uctivitics 

which are 0 complcmcntury" to finuncinl ,ictivitics to provide n framework for expnndlng 

bnnk powers. 

However, since we were looking nt the stututc we ulso took the opportunity to do 

some housekeeping by modernizing the lungungc which authorizes a state chartered bank 

to Invest in subsidiaries which arc organized inn business entity form other than a 

business corporations, eg, 1 an LLC. This Is the sole purpose of changing 0 corporntion" to 

"organization11 on page 1. 

The bill removes the word "bunking" ns n classification of the types of nctivitics 

which a subsidiary of a state bank ( p. 1, line22) or n state bank ( page 2, liue 4) can 

engage with state banking board approval. Before GLB, national bank and state bank 

powers and activities were generally classified as "banking" activities or activities 

"incidental" to the banking busines:;. Indeed, these words became "terms of art" with 

specific meaning within the banking industry. Bank applications to engage in new 

activities were analyzed tu make sure the powers fell within the restrictions expressed by 

these terms of art. Classic "banking,, powers are typically set out in statutes such as 

NDCC 6-03 or the National Bank Act. For example, the power to make a real estate loan 

under specified conditions is set out in NDCC 6-03- 05 and is a banking activity. Both 

• state and federal law also authorize banks to engage in activities which are "incidental" to 



• tho business of bunking, 11lncid<mtul 11 bunking powers include, lllldcr North Dakota lnw, 

tho pc,wcr to offer electronic funds trnnsfor services. The rcgulntor for untionul hanks hus 

determined thot hnnks muy sell oxccss dntu storugc us n correspondent service to other 

bunks und to the public us nn incident to u nutionul bunk's business when the excess 

cupncity is ucquircd in good faith in connection with bunk opcrntions. (Interpretive Leiter 

#888, Muy 2000), 

OLA hus uddcd 11 flnunciul 11 uctivitics und uctivitics which urc ucomplcmcntury" to 

finnnciul i1cbvitics to the uctlvltlcs lingo. GL8 includes u list of some 11 finuncinl 11 

uctlvitics, but nssigns much of thu responsibility for developing the concept to fodcral 

bunk rcgulntors, As n result fodcrul bunk regulators urc authorizing nutionul hunks to 

cxpund their business opcrutions into uctivitics which nrc th.:fincd us bdng 11 l1nunciul 11 or 
11complcmrmtary" to tinuncirtl uctivitics. A couple of examples of u 11 f1nunciul 1 activity 

arc investment und economic advisory services, und ucting us a finder. Rc.~al cstutc 

brokcrngc is now being proposed ns u 0 1innncinl11 activity. By rnmoving the word 
11banking11 us u modifier to activities, this bill makes it clcur thut the state bunking bourd 

• may ullow North Dakota's state chartered bunks to use subsidiaries to cngugc uindircctly" 

in uny kind of activity which is permitted for u subsidiary of u nutionnl bunk, no matter 

how the activity is classHied by federal regulators. 

• 

The bill also gives the board and state chnrtcrcd banks the broadest possible 

flexibility nbout how to structure new activities, As a result of the chang,~s on pugc 2, 

line 4, the state banking board will have more power and flexibility to apply the financial 

modernization concepts which arc expressed by GLB to state banks themselves, With the 

insertion of the words Hdirectly or indircctJi' we intend to empower the state banking 

board to permit a state bank to engage directly in any activity which is authorized for a 

national bank even though a national bank is required to conduct the same activity 

indirectly through a subsidiary. But a state bank will only be able to do so I )if the 

activity is one which has been authorized for a national bank by federal law, ·=md, 2) if 

the state banking board and FDIC, the primary regulators for state banks, both 

<letennine the safety wall of a subsidiary isn't required under for reasons of safety and 

soundness. The idea here is to pcnnit state bank's to avoid the expense and 



• 

• 

• 

complicntions of u complex business structure if the bunk cun convince its stntc und 

fcdorul rcgulutors thnt conducting u 11nuncinl uctivity directly is upproprintc. 

Tho chnngcs proposed by the bill do not uuthorizc n stntc dmrtcrcd bunk to 

cngngc in any uctlvity which hos not been Vllthorizcd for n nationnl bunk. The purity 

provisions of NDCC 6-03-38 lmvc kept North Dukotu's stntc churtcrcd bunks competitive 

with nutlonul bunks. J'hc hill follows this trnclltion of this lcgislntlvc nsscmbly und wus 

pnsscd out of the Houso with 93 yco votes. We urge you to likewise give the blll u strong 

do pass . 


