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.'Bkg 3.01 Bank-owned banks, Ieﬁding and dei)osftory authority. A bank-
owned bank organized under s. 221.57, Stats., may provide banking and
bank related services to:

(1) Sﬁbsid_iaries or organizations owned by depository institutions,

(2) Directors, officers or.emplo'yes\of depository institﬁti.ons, _in_cluding
any subsidiary or organization owned by a deposifory institution, and,

(3) Depository institution trade associations.
7 History: Cr. Register, September, 1982, No. 821, eff, 10-1-82, ’

‘Bhkg _3.62 Bank-owned hanks, iihxitaiions on lending and depository au-
thority. The total loans made and deposifs received of a bank-owned
bank pursuant to Bkg 3.01 may not exceed the following: -

: (1)' The total loans made to all entit.ies and individﬁalé'described in
Bkg 3.01 may not exceed 10% of the total assets of the bank.

(2)- The total deposits received . from all individuals and entities de-
ls)v:zril}){ed in Bkg 3.01 may not exceed 10% of the total liabilities of the
ank. co o .

History: Cr. Register, September, 1982, No, 321, eff, 19-1-82, .

Bkg 3.02 Use of dala processing cquipment and furnishing of data
processing service. As part of its banking business and incidental thereto,
a bank may collect, transeribe, process, analyze, and store, for itself and
others, banking, financial, or related economic data. In addition, ineiden-
tal to its banking business, a bank may: : -

(1) Market a by-produet (such as program or output) of a dafa
processing activity deseribed in this rule; and :

{2) Market excess time on ifs data processing equipment so long as the
only involvement by the bank is furnishing the facility and necessary
operating personnel, . ' ‘

History: Cr. Register, September, 1982, No, 321, off, 10-1-82.

Bkyg 3.04 Operations through subsidiaries. (1) GENERAL RULE, With the
prior approval of the commissioner, 2 bank may engage in activities
which are a part of the business of banking or incidental to the business
of banking by means of an operating subsidiary corporation. In order to
qualify as an operating subsidiary hereunder, at least 80% of the voting
stock of the subsidiary must be owned by the parent bank. o
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(2) ACTIVITIES PERMITTED. An operating subsidiary may perform any
business funetion which is a part of the business of banking or incidental
to the business of banking, For example, an operating subsidiary may,
among other things, issue eredit cards, service mortgages, lease property
or operate a credit bureau.

(3) TRANSACTIONS WITH PARENT BANK. Transactions between the par-
ent bank and the operating subsidiaries are subjeet to the limitations
contained in s. 221.29, Stats., unless the subsidiary engages solely in fur-
nishing services to or in performing services for a parent bank.

(4) APPLICABILITY OF BANKING Laws. All provi'sions of the banking
laws and rules applicable to the operations of the parent bank shall be
equally applicable to the operations of its operating subsidiaries. = *

(5) CONSOLIDATION OF IGURES. Unless otherwise provided by banking
laws or regulations, pertinent book figures of the parent bank and its
operating subsidiaries, except agricultural eredit corporations, shall be
consolidated for the purpose of applying applicable statutory limita-
gons, including but not limited to ss. 221,14, 221.29, 221,33 or 221.38,

tats. . . g : .

(6) EXAMINATION AND SUPERVISION, Each operating subsidiary shall
be subject to examination and supervision by the commissioner in the
same manner.and to the same extent as the parent bank. If, upon exami-
nation, the commissioner ascertains that the subsidiary is created or op-
erated in violation of the banking law or regulation or that the manner of
operation is detrimental fo the business of the parent bank and its depos-
itors, the commissioner may order the bank to dispose of all or part of the
subsidiary upon such terms as the commissioner may deem proper.

‘(7) REPORT OF DISPOUSITION OF OPERATING SUBSIDIARY, Prior to dispo-
sition of an operating subsidiary, the parent bank shall inform the com-
missioner by letter of the terms of the transaction.

History: Cr, Register, January, 1983, No. 325, eff, 2-1-83.
Bkg 3.05 Leasing of personal property. (1} DERINITIONS, In this section:

' (é) “'F"ull—payout. lease” means a lease from which the lessor can rea-
sonably expect to realize a return of its full investment in the leased prop-
frty pflus the estimated cost of financing the property over the term of the

ease from:

1. Reﬁfals;
2, Bstimated tax benefits; and

3. The estimated residual value of the property at the expiration of the
initial term of the lease, provided any unguaranteed portion of the esti-
mated residual value relied upon by the bank to yield a full return under
t?is 1subsection does not exceed 25% of the orginal cost of the property to
the lessor,: s SR : o

( b) .“N et leaéé’? .meja'm‘s a_]eaée under which the bank will not, directly
or indirectly, provide or be obligated to provide for any of the following:

“* 1, The servicing, repair or maintenance of the leased property during
the lease term;
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2. The purchasing of parts and accessories for the leased property.
However, improvements and additions to the leased property may be
leased to the lessee upon its reqguest in accor dance wnth the full~payout
requirements of this rule;

3. The loan of replacement or substitute property whlle the leased
property is being serviced;

4, The purchasing of insurance for the lessee, except whiere the lessee
has failed in its contractual obligation to purchase or:maintain the re-
quued insurance; or . ‘

5. The renewal of any license or registration for the property unless
such action by the bank is clearly necessary to protect its interest as an
owner or finaneier of the property.

(2) AUTHORITY 10 LEASE PERSONAL PROPERTY Subgect to the limita-
tions in this rule and provided the lease is a net, full-payout lease repre-
senting a noncancelable obligation of the lessee, notwithstanding the
possnble early termination of that lease, a bank may;

;

(a) Become the legal or beneficial owner and lessor of spec1ﬁc personal
property or otherwise acquire such property at the request of the lessee
who wishes to lease it from the bank; or

(b) Become the owner and lessor of pelsonaI property by pu1chasmg
the property from another lessor in econnection with its purchase of the
related lease; and

{e) Incur obligations incidental to its pesmon as the legal er beneﬁclal
owner and lessor of the leased property.

(3) REcovERY IN THE EVENT OF DEFAULT, If, in good faxth a bank
determines that there has been an unantlclpated change in conditions
which threatens its financial position by significantly increasing its expo-
sure to loss, the bank may,

{ a) As the owner and lessor under a net, fu]I payout lease, take reason-
able and appropriate action to salvage or protect the value of the prop-
erty or its interests arising under the lease, or

{b} As the assignee of a lessor’s interest in a lease, become tHe owner-
and lessor of the leased property pursuant to its contractual right, or
take any reasonable and appropriate action to salvage or protect, the
value of the property or its interests arising under the lease,

(4) APPLICATION OF OTHER LAWS. Nothing in this lule shall be con-
strued to be in conflict with the duties, liabilities and standards imposed
by the Consumer Leasing Act of 1976, 15 U.8.C, 1667 et,. seq or the
‘Wisconsin Consumer Act, ch. 421 to 427 Stats.

(B)  LIMITATION ON LEASING CONCENTRATIONS. Leases permlssﬂ)le
under this rule are sibject to the hmltatmns on obllgatlons under 8,
221.29, Stats.

Note: In operating under this rule it is anticipated that banks will estimate the tatal cost of
finaneing the property over the term of the lease to reflect, among other factors, the term of
the lease, the modes of financing available to the lessor, the credit rating of each lessor and
lessee involved in the transaction and prevailing rates in the mone: and capital markets.
Where the calculation of the cost of finaneing according to this formula is not reasonably de-
terminable, a lease maiy1 be considered to have met the test for recovering the cost finaneing if
thebank's yleid from the lease is equivalent to what the yield wauld be on a similar loan, In all
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cases, both the estimated residual value of the property and that portion of the estimated
residual value relied upon by the lessor to satisfy the requirements of a full-payout lease must
be reasonable in light of the nature of the leased property and all refevant circumstances so
that realizalion of the lessor's full investment plus the cost of financing the property primarily
depends on the creditworthiness of the lessee and any guarantor of the residual value, and not
on the residual market value of the leased item.

History: Cr. Register, July, 1983, No, 331, efi. 8-1-83,

Bkg 3.06 Purchase of money market funds shares (1) AUTHORITY. A
bank may purchase for its own account shares of open end 1nvestment
companies registered with the securities and exchange commission or a
privately offered fund sponsored by an affiliated commercial bank if these
money market funds meet the following requirements:

(a) The fund’s shares are purchased and sold at par,

{(b) The bank has an equitable and equal proportionate undmded in-
terest in the underlying assets of the fund,

{c) The bank is shielded from persona} hab:hty for acts or obligations
of the fund, and

(d) The portfoho of each fund consists solely of investment securities
which are eligible for purchase by banks pursuant to ch. 219, Stats,, and
330%20 04(6)(d), 221, 04(1)(f), and 221.29{1)(d) and (2), Stats and Bkg
4

(2) GOVERNMENT SECURITIES. Banks may purchase and hold money
market fund shares without limitation if the portiolio of the fund con-
sists entirely of investments in government seeurities in which a bank
could invest directly without limitation, Each money market fund whose
portfollo contains municipal obligations sub]ect to an investment limita-
tlon under s, 221.29(2), Stats., may be held in an amount not {o exceed
25% of the capital and surplus of the bank.

(8) OTHER SECURITIES. Each money market fund whose portfolio con-
tains securities other than government or municipal obligations sub]ect
to an investment limitation under the banking laws and rules in sub,
(1){d) of this rule may be held in an amount which does not exceed 10%
of the capital and surplus of the bank. Moreover, the dollar equivalent of
a bank’s prorata share of any security subject to this investment limita-
tion in the portfolio of more than one meney market fund whose shares
are held by the bank may not, in the aggregate, exceed 10% of the capital
and surplus of the bank.

(4} REVIEW OF INVES’I‘MENT PORTFOLIOS. The bank shall review the
investment portfolio of each money market fund in which it holds shares
on a monthly basis to make eertain that the composition of each portfolio
meets the requirements of this section.

(5) APPROVAL OF BOARD OF DIRECTORS. The bank’s investment policy,
as formally approved, by its board of directors, shall specifically provide
for investments in money market funds. Prior approval of the board
must be obtained for initial investments in specific funds and recorded in
the board’s minutes. Procedures, standards and controls for implementa-~
tion of such investments must be established.

History: Cr. Register, Mareh, 1985, Ne, 351, eff, 4-1-85.
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