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. Ax Act permitting insured institutions and savings and loan
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‘holding com*)anies to acquile other insured institutions or sav-. -

mgs ‘and loan holdmw compames and supplementmv P. L 1963

€. 144 (C 17 12]3—1 et beq)

-,_BE T ENACTED by ﬂ;e Seazaté and General Assembly of the State

of New Jersey:

1. As used in thls act: . .
. ““Insured mstltutlon,”_ ‘savmgc ‘and loan holdlno* company,
and “contlol” shall have the recpectne meanmgs set f01th in

sectlon 408(a) of the ‘‘National Housing Act,”’ as amended (12

CU.S. G 1130a) “Insured institution”’ shall also include federal

savings banks,‘whose accounts are insured by the Federal Savings
and Loan Insurance Corporation, as defined in 12 CFR 561. 1.
: b “Savmgs and loan subnldlan"’ means an msured institution

or savings and loan holding eompan\ more than 50% of the

_voting *[share}” *shares® or memoers rights of which are owned

or ’control ed, dnecth or mdn ectly, by a savmm and loan hold-

‘ing compan\

¢. “‘Central- Atlantm Recrmn” means the states of New Jeraev, B

Delaware, Tllinois, Indiana, Ixentuclxy, Mar\land Mlc];ucran, Mis-

souri, Ohio, Pennsylvania, Tennes:ee Vlronna West Vuo"mla

Wisconsin and the District of (‘olumbla

EXPLAI\ATIO‘N—]\IaNer enclosed in bold-faced brackets [lhus] in the ahme ‘bill
is not enacted and is intended to bc omitted in the law. - .

Matter printed in italics tius is new matter. -

" “Matter enclosed in asterisks or stars has»-:been adopted as follows:

*__Senate commiittee amendments-adopted. February 26'," 1987,



16
17
18
19
20
21

22

23

24
25

26

27

28

29

30
31

39

Or. Y O
D Ot

9

~d. ““Insured iﬁsti_tﬁtion ' depoéits” means the total domestic

“deposits in insured institutions in each state according to the

most recent'available statistics of the Federal Savings and Loan
Insurance Corporation or thev Federal Home Loan Bank System
or, if those sfatistiés are not- available, from sources designated
by the commissioner. | - 7
“Comrmssmner” means the ‘Commissioner of Banking. »
f. “Ehvlble state’’ means any ~tate which meeta either or- both
of the following conditions: v ,
- (1) Any state in the Central- Atlantic Recrlon, When at
least two of than states, in addition to this State, each of -
.\xblch has at least $20,000, 000 000.00 in insured institution
deposits, have re01p10cal legislation in effect; and
(9) Any state or territory of the Umted States, when at
least 13 states in addition to thiz State (for this purpose the
© District of - Columbia 1is included as a state, but all other
territories are excluded), at least four, other than thls State,
of which are ‘among the 10 state:.,, other than this State, with
the largest amounf of i‘nsured‘institution deposits, have re-
ciprocal legislation in' etfect. | B
g. “Eligiblé insured institution’’ means an insured institution: '
(1) Located in an eligible state which has reciprocal legis-
lation"in effect, other than this State;” o
~ (2) Which is not directly or indirectly controlled by an
insured institution or a savings and loan holding company
‘which is not located in an eligible state; and -
(8) Which has at least 75% of the total a‘ggregate deposits
of the insured institution and ‘the savings and loan sub-
sidiaries of any savings and loan holdmv company directly or
‘indireetly. controlhnfr the insured matltutlon if any, m an-
eligible state or states.

h. “Ehglble savings Yand‘ loan holding company’’ means a sav-

~ings and loan holding company:

(1) Located in an eligible state which has reciprocal leg-
1slat10n in’ effect, other than this State;

(2) Which is not duecth or 1nd1recth controlled by a sav-

ings and loan holdlncr company  which is not located in an

: ehglble state and . ‘

(3) Which has at least 75% of the total aggregate deposits

of its saving sand- loan a11b51d1ar1e._s in savings and_loan sub-

. \s,id‘iar‘ie's‘ located 'mk'an'. eligjibie‘ state or states.
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1. “Location’’ or ‘“located,”" when referring to an insured insti-

tution, means the state in which the amount of aggregate dep’osité

“of all of its offices in that state is greater thanthe amount of :

aggregate deposits of all its offices in any ome other state or

foreign jurisdiction; when referring to a savings and loan holding

company, ““location’’ or “‘located’’ means the state in which the

.amount of aggregate‘ deposits of all of its savings and loan sub-

sidiaries in that state is 01eater than the amount of aworeg“ate‘

deposits of all of its savings and loan subsidiaries in any one
other state or foreign jurisdiction. | o

j- ““‘Reciprocal legislation’’ means statutory law of a state of
the United States, includinw the District of Columbia, which
authorizes or pelmlts an insured mctltutlon or a savings. and

loan holding company, or both, located in this State to acquire

insured institutions or savings and loan holding companies, or

both, located in that Slate on terms and conditions substantially
the same as the terms and conditions pursuant to which an in-

sured institution or a savings and loan holding company located

in that state may 'acqu'ire insured institutions or holding com-

panies, or botl, located in this State The fact that the law of that
other state imposes limitations or -restrictions on the acqumtlon

of insured institntions or savings and loan holdm«r compames,

or both, located in that btate bx an insured institation or savings.

and loan holdmg company, or both, located in this State shall not

necessarily mean that the law of that state is mnot reciprocal

legislation; provided, however, that if ‘the law of the other state

limits acquisitions by an insured imstitution or a savings and
loan holding company, or both, located in this State to insured
‘institutions .or savings and loan holding companies, or both,

which are not in competition with insured institutions or savings

and loan holding companies, or both, located in or chartéred by

that state or to insured institutions or savings and loan holding

companies which: do not have customary deposit and commereial
loan powers, the law of that other stéte shall not be‘reciprocal
legiélatioxl. If the reciprocal legislation of that other state ‘impoées
limitations oyr restrictions on the acquisition dr ownership of an
insured institution or savings and loan holding company located

in that state by an insured institution or savings and loan holding

~company, or both, located in this State, substantially the same

limitations and restrictions shall be applicable to the eligiblé, in-
sured institution or eligible savings and loan holding company,

or hoth, located in that other state with réspectrto its acquisition
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of m:uxed institutions or savings and loan holdlng companies,
or both, 1ocated in this State. : ‘
2. a. otmthatambn'v the provisions of any other law of this
State, an eligible insured institution or eligible savings and loan
holding company may acquire vahd_ retaiﬁ control of an insured

institution or savings and loan holding company or insured insti-

“tutions or savings and loan holding companies located in this

- State providing the following conditions are complied with:

(1) At the time of the acquisition of control of the insured

institution orrsa‘vings and loan holding company or insured

: institlltibns or savings and loan holding cémpanies.located
in this State, the insured institution or savings and loan
holding company is an eligible insured institution or eligible
savings and loan holding company-located in an eligible
state which has reciprocal legislation in effect.

(2) (a)bThe eligible insured institution shall have more
than 509 of the total aggregate deposits of the insured in-
stitution and the savings and loan subsidiaries of any savings
and loan holding company directly or 1nd1rectlv controlling
the insured institution, if any, in insured institutions located
in an ehglble state or siates each of which has reciprocal
legislation in effect. : :

(b) The- eligible savings and loan holding company shall
have more than 509 of the total ageregate deposits of its
savings and loan subsidiaries in savings and loan subsidiaries
located in-an -eligible state or eligible states each of which
has reciprocal legislation in eifect. v

*b. It is mot the intent of this aci, and nothing in this act shall
be deemed to permit acquisitions in any form that would result
m bnmchmg mto New. Jersey of msured mstztutzons or savings
and loan holdzng companies.* »

“Ib.J* *c.* Nothing in ﬂus act shall be deemed to eliminate, re-
duce or waive any 1'10'ht= of any a\'ln"s member, borrowing mem-
ber or ahareholders of the insured institution or savings and loan
holding company being acquired pursuant to any applicable law
logardmg those rights. |

*Te.3* *d.® In the event an ehrrlb}e insur ed m<ntutlon or eligible

savings and- 1oan holding company which controls an insured in-

stitution or savings and loan holding company or insured institu-

tions or savings and loan ! 10!ding companies in this State and in one
or more ehglble states shall cease to be an eligible insured institu-

tion or eligible savings and loan holding company (1) as a result
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of obtaining control of an in.ured institution or savings and loan

wholding company or insured institutions or savings and loan

‘holding ‘companies Jocated in a state which is mot an eligible

state -or this State, or (2) as.a result of having control of it
obtained by an insured institution .or savings -and loan holding
company or insured institutions or savings and loan holding .
companies which is not an eligible insured institution or eligible |
savings and loan holding company, the insured inmstitution or
savings and loan holding company shall within bne vear miake
such divestitures as are necessary to comply with the provisions
of this act. The:commissi-oner shall promulgate regulations to
provide a procedure for divestiture. v

*[d.3* *e.* Notwithstanding the provisions of this éet, an insured
nstitution or sévingrs_and loan holding company shall not be re-
quired to divest its control of any insured institution or savings and ‘
loan holding company -as a result of any subsequent change in,
or ini’alidity of, the laws of this State; another state or the Tnited
States or as a result of a state ceasing for any other reason to be -
an eligible state. | -

8. a. Notwithstanding the provisions .of any law of ‘this S‘ta’"f:e,
an insured institution -or savings and loan holding company lo-
cated in this State may acquire an insured institution or savings
and loan helding eompany located in ‘any -eligible state other than
this State. o | .

b Nothing in this act or in any other law of this State shall be
deemed to prohibit or 'limit an insured institution .or savings and
loan holding company located in this State from acquiring an in-
sured institution or sa.vingvs and loan holding company or insured
institutions or savings and loan holding companies located in any '
jurisdiction other than an eligible state, which acquisition is other-

wise permitted by applicéble law of the United States or any

‘other state, provided that, if the insured -institution or savings

and loan hblding company becomes an insured institution or sav-
ings and loan holding compahy not located in this State, it shall
comply with the prbvisi‘ons of this act if it is to continue to control
an insured institution or savings and-loan holding company or in-
sured institutions or savings _é.knd loan holding companies located in
this State. _ » ’ _

4. This act shall take effect ou the 3Uth'da_\' after enactment but

section 2 of this act shall remain inoperative until such time as

“‘the commissioner determines that-the number of eligible states,

as defined in and required by subsection *[g}* *£.* of section 1
of this act, has been established.
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ASSEMBLY FJNANCIA.L INSTITUTIOI\S COMMITTEE
STATEMENT TO

SENA’IE Ne. 2428

A - v [(»)‘F.FICIAL‘(;OPY RE?RI*\'T], | S
STATE OF NEW JERSEY

DATED: MAY 21, 1987

This bill permlts the interstate operations-of . :’mte or federallv char-
‘fered savings and loan assoclations or iederal]v chartered savings banks:
and savings and loan bolding companies on a remona] or mational.
reciprocal hac1< under certain circumstances.

The bill suppl.ements the “‘Savings and Tioan Aet ( U()B) ” P 1. 1963,
¢. 144 to establish a Central-Atlantic region for the 1nter tate operaticn
of insured institutions and qavm(m and loan holding companies conzist-
ing of New . Iel sev, Dela\\ are, lllinois, Indmna Kentucky, '\vLm*ylanu.'
"Michifﬂ'an.' Mis ssouri, (ihio, ,Pennsvh‘ama, Tennossee, Vv n‘mnia. West
\711‘01113 \\ isconsin, and the District of Columbia. It provides that if
any two of these states, excluding New Jersey, with £20 hillon in in-
»sured:mshtntxon deposits adopt legislation permutmg‘ New Jersey

based savings and loan associations, savings banks, or savings and loan

holding companies, or both, to acquire this type of depository institution = -

or savings' and loan holding company, or bhoth, in their state, then the
region would he established. When the region is established, if ,alj_\‘
state in thé re:gic}n adopts or has adopted legislation permitting New
Jersey institutions or savings and loan holdingcom;ian‘ies to acquire
the same ‘t;y‘per of,b r"iepositéty ‘institution or savings and loan holding
" company in its state, then the depositorj' institutions or companies in
that state could.aegnire institutions or savings and loan holding com- .
panies in New Jersey. ' ‘
The bill prondeq that if at least 13 states, ezxcludln0 New Je1 'sey and
- including four of the 10 largest states in the nation, as determined by
kdepbsit’s of like binstitutions (also exc]udihg New Jersey), permit sav-
iné‘s and loan assdciations. federally chartered savings 1anL< or savings
and loan holdmD companies located in 2 e\v Jersey to acquire like m-

stitutions or savmm and loan holding compamee locatcd 1in those states,
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New Jersey would permit éavings and loan associations, federally char- -
tered séviﬁgs banks or sav‘ihgs and loan holding compahies to acquire
the same type of institution located in New Jersey and would offer
similer re_eibm(:ity to‘any ‘other state on a national basis.

‘The Till contains anti-leaptrog provisions which prohibit an eligible -
depository institution or savings and loan holdincr company in an
eligible state which has 1‘e01plov1t\ with New J ersey from purchasmcr
a like institution or savings. and loan holding company in New Jersey
it it is directly or indirectly controlled by a savings and loan associa-
tion, federally chartered bank, or savings ‘and loan holding company
which is not located in an eligible state; if, in the case of an eligible
type of institution, less than 73% of the total aggregate deposits of the
institution and the saviné;‘s and loan subsidiaries of any savings and -
loan holdine company directly or indirectly controlling the institution

~are located in an eligible state or states or if, in the case of a savings
and loan holding company, less than 75% of the total aggregate deposits
of its savings and loan subsidiaries are located in savings and loan
subsidiaries located in an elifrib‘le state or states; or if, in the case of
a depository institution, 50% or less of the total aggregate deposits
“of the institution and the savings and loan subsidiaries of any savings
and loan holding company directly or indirectly controlling the institu-
tion in like institutions located in an eligible state or states with recip-
rocal legislation in effect or if, in the case of a savings and loan holding
- company, 507 or less of the total aggregate deposits of its savings and
loan subsidiaries are located in savings and loan subsidiaries located
in an elizible state or states each of ‘which has reciprocal legislation
in effect. If any savings and loan association, federally'chartered sav-
ings bank or savings and loan holding company ceases to meet these
tests after it has acquired an institutio’n' of the same type or savings
and loan holding company in New Jersey, it must make any divestitures
as are necessary to comply with the provisions of this bill within one
year. The commissioner must promulgate regulations to provide a pro-
cedure for divestiture. However, an institution or savings and loan
holding company would not be required to divest as a result of any
subsequent change in, or invalidity of, the laws of this State, another
state or the United States or as a result of a state ceasing for any
other reason to be an eligible state. .

Lastly, the bill preserves the rights of savings members, borrowing
members and shareholders of the institution or savings and Ioan hold-
ing company heing acquired under the provisions of the bill. The pro-
visions of the bill do not apply to the acquisition of any eligible de-
pository institution or cavings and loan holding company located in
New Jersey by a like institution or savmgs ‘and loan holdmg company
located in New Jersey.



‘Ti;e Senate Labbr,,'indﬁstr)’ andrProfessions‘-Cominitt‘eé made techni-
~cal amendments to the bill and also amended the bill to provide "that‘
nothing in the bill shall be deemed to permit acquisitions that would

; "result in the branching into New Jersey of state or federally chartered

.“sav'nigs angd loan associations or federally chartered savings banks or

savings and ‘loan‘holding companies which are domiciled in a state other

“than New Jersey.
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SENATOR RAYMOND 'LESNIAK (Chairman): (Chairman begins
3public , hear1ng,‘ follow1ng - Committee meeting) R Are?7'yeu |
,representlng Senator Russo° ‘ '

THO,MAS-LINDENFELD' Yeah. , :
| SENATOR DiFRANCESCO: What are we on thls time?
‘ ~SENATOR LESNIAK: S & Ls. We're trylng to establlsh
" the record here-- B _ '

SENATOR DiFRANCESCO: ,SenatorlRusso‘s not coming?

SENATOR LESNIAK: Yeah, because every time--

SENATOR DiFRANCESCO: You're taking a record and he's
not coming. o - ' - o
SENATOR LESNIAK: Well, do you want to reguest that
the bill be held because the sponsor's not here?

SENATOR DiFRANCESCO: Absolutely. Do you second that’

SENATOR CARDINALE: = Yes. o N

'SENATOR = DiFRANCESCO:  O'Comnor will wvote for it.
(laughter) o o |

SENATOR‘LESNIAK: 1 think Tom Lindenfeld is more than
capable of—— | ' ! |
- SENATOR DlFRANCESCO Absolutely. You're right. He's
not nearly as abrasive as Senator Russo, and we'd rather have
him here. |

SENATOR LESNIAK: You know, the worst thing in the
world is to have a Committee meeting after a long event. i |

SENATOR JACKMAN: How come you didn't move my bill?
SENATOR LESNIAK: You weren't here. ' You just got
here, Chris. : ’

Yes, Mr. Lindenfeld?

MR. LINDENFELD: I1'11 be brief. The recent enactment .
of interstate banklng provisions for commerc1a1 banks has led 
us to the position that perhaps the wave of‘the future is going
to be regional banking and interstate'banking, and that that
opportunity ...ought to be afforded to savings and loan.
institutions =~ a group of banks which have traditionally been



a more service—oriénted, community—oriented‘ service, and one
which probably wouldn't be as likely to take advantage of the-
.interState'banking provisions, as'pérhaps the commercial‘bénks
have been recently.
Nonetheless, giving them that option, set up in the
‘'same structure as the commercial banks already enjoy, ought to
be something that~ shou1d‘ be considered, and I'm sure that
Senator Russo‘wquld‘be delighted if you were to look favorably
upon this bill and release it todéy at your Committee meeting
later on. L o '
| SENATOR LESNIAK: Any questions?
‘SENATOR JACKMAN: Move the bill.
SENATOR LESNIAK: This is not a Committee meeting,
Senator Jackman. . s v
SENATOR JACKMAN: Why not?
- SENATOR LESNIAK: Because 1it's a ©public hearing,
“that's why. ) v' ‘
 SENATOR JACKMAN: OKkay.
 MR. LINDENFELD: Thank you. | |
| SENATOR LESNIAK: Thank you. Mary Parell, Banking
‘ Commissioner. SR |
COMMKISSION ER MARY LITTLE PARELL:
Good afternoon, Mr. Chairman, and members of thevCommittee. I
, do have prepared teétimohyﬁin support,éf Senate Bill 2428. And
also urging the introduction, simultaneously, of a companion
" bill. I would ask the Chair for some directidn as to whether
you would like to hear my _prépared testimony, or - whether I
should submit the testimony and make some briefer remarks? |
SENATOR LESNIAK: 'How about summarizing it? Can you
do that? I o | :
‘ ’COMMISSIONER PARELL: As the représentative of Senator
:Ruséo:stéted, the bill before you today,follows the legislation
~ which was enacted last year and would extend to the savings and
loan,association'indust;y the right to make acquisitions across



-stste lines, flrst on @ reglonal bas1s, -and eventually~0n‘a~
'unatlonal re01proca1 basis. S e ’._4_,;.;r _— 1__;
_ ‘Now, when I testlfled before thls Committee. 1ast year,
1 stated my oplnlon based both on our experlence 4in New  Jersey
‘and on research that,lnterstate banking would be beneficial to
,combetition to the consumers of this State, and therefbrey
would be in the public intereSt.',My pesition is the_same with
‘reSpect to this bill. 1 believe ‘that our fsavings and 1oaﬁ
industry has demonstrated itself to:beystable, and miﬁdful,of
the service mneeds of the 'people' of this State. It has
demonstrated ‘exeellent growth, and tmanagerial resources fin ‘
‘.receht yeers. And, I see no reason why we should not defer to
their WiSh to have interstate banking privileges at this time.
|  This b111 permlts interstate . acqulsltlons -= first
w1th1n the region, and,then'nationally -— of" thevsavings and
loan :assoc1at;ons, including Federally chartered SavingS~-andﬂ
loan associations and Federally chartered so-called savings
banks, which:are“insured byvthe‘FSLiC.b’It‘s,rnlvavreciprocal‘
basis. We VWOuld ‘envision a ‘three-state initial region,
comprised of ‘New"Jersey,b Ohio, ahd~ Pennsylvania. Those two
stateS'already have Iaws,ih effect which I believe would be
considered reciprocal. ' | ’ '
ThlS 'bill does not usher 1n the 1nterstate branchlng
approach It's not intended to do ‘that, and I think you will
“hear that cbnfirmea3bybthe'members of the industry who will
speak. Therefore, I have a brief, one sentence, proposed
_addition to the bill, which would clarify the leglslatlve
]1ntent on ‘that score. It has been submitted to the staff. It
would say, "It is not the intent of this act, and nothing in
this act shall be deemed to permlt acqulsltlons in any form
that  would result 1n 'branching into New Jersey of .insured
- institutions or sav1ngs and loan holding. compcnles R :
, Branchlng' is definitely in the cards for the future
However, it is not in the commercial bank interstate bill, and



b' for reasons of safety  and soundness, and also of having 'ang
"orderly progression of interstate banking, I would - strongly -
vﬁrge -‘thé]? '_adopfcipn' of such language just to clarify the
legislative intent{' ' ‘ »

. Now, on the subject of the oversight bill which we are-
submittihg, and hopefully would like to see move along with
this' bill -- again, the oversight bill concept hE_lS‘ already been
pioneered with the enactment of the commercial bank interstate
bill.  And, the main provisions of this bill follow that same
format. The format is basically this: That all savings and
loan associations in this State, whether Federal or State
charter, would 'be required to fegister ‘with my Department, so
that we wovuld at least have a head’count; who they are and
where they are. | | ' | _

Now . secondly, those same organizations would be.
required to file a rep‘or’t once a year in a formatbwhich‘they
had already developed for some Federal regulator, again, so we.
can get an overview.

‘ In the case of savings and loan holding companies
which control a State-chartered savings and loan, our o‘versight
bill would give us for the first time examination authority in -
the holding company. And that is for the reason that as
controlled decisions begin to move upward toward the hoiding’
compény level, it is in the interest of the public that the
regulator be able to see the shape of the holding company at
all times, as well as the shape of the State-chartered
association. So, we would like to examine them. '

v And, we have worked this out with the Federal Reserve
in our existing oversight law so that it results in a very
“minimal amount of additional“regulation for the commercial bank

~ industry. And ~we have already made the same type of
preliminary agreement with the Federal Home Loan Bank Board,
which oversees savings and loan holding companies. So, we

think that these aspects will work smoothly, and will enhance



~the safety and soundness of - thls 1ndustry as we move into
interstate banking. ‘ »

There are two additional 'provisions- in ‘todaY”s
oversight bill, which I'd like to highlight for you. One  is
the gradual phase—out of the uninsured savings and loan
associations; I think that-in the wake of the crises which
developed in Ohio and Maryland involving state insurance funds
jfor,savingsfandZIOan associations,.it is clear that New Jersey
can no longer afford ‘to have any of its wsavings and loan
associations be uninsured. They have dw1ndled to a ‘number
which is certainly very small. But, responsible legislation, I
believe, at this time must recognize that such institutions are
an anomaly and give’them an'opportunity to either get insurance
or to conduct an orderly merger or phase—out :

"And finally, this oversight bill would enable our -
‘State-chartered saVings and loan a53001atlons to adopt the name

"savings bank SLA" if they wish. Savings bank SLA standing for
;savings' bank savings and loan association. Now, ‘we,-belieVe
that this authority is necessary at this time in order to give
‘parity to the‘State—chartered savings and loans, for a ;mWer
‘which Federally-chartered savings and loans already enjoy, and.
are‘utilizing,in.greater numbers. The alternative,. i.e;.not'
~allowing our State-chartered associations to wuse the name
savings bank SLA, I believe would quickly —- well quickly —-
“result in a rather substantial exodus from the State system,
1 e people wrll change their State charter to 2 Federal charter
in order to use the name savings bank. '

Therefore, in conclusion I would just recommend 'tov
this»Commlttee favorable consideration both of the'savings and
loan interstate bill, as proposed, -and of our proposed
‘oversight = bill whose sponsorShip has, = hopefully, been
arranged. And, I am available for questions. » ‘ |
.  SENATOR LESNIAK: Commissioner, you said that you
~wanted the oversight bill to move along with this bill, but the



oversight'bill‘hasn;t even been;introducedﬁ' Are you asking us
to hold the bill today? ’ '

COMMISSIONER . PARELL: Senator, that would be 1in. the
discretion of your Committee. I believe a device was used,
which you called tie-barring, when the companion bills were
presented last’year, Whereby you would release. the bill Which
was ready to be released today, but you would add language to
the effect that it wouldn't become effective ﬁntil passage of
the oversight bill which would require a number, I suppose.

SENATOR LESNIAK: - Well, you submitted a proposed
amendment before us, that does not include a tie-bar. Are you
suggesting that we amend the bill to include a tie-bar?

| COMMISSIONER PARELL: If that can be done, I would
 appreciate it. On the other hand, I don't think that it would
be necessary to hold the bill at this'time, because I don't
detect-- R | = |
SENATOR LESNIAK: I'm told we can't do that unless
there's a bill actually introduced.

COMMISSIONER PARELL: I will consult w1th the aide on
thatrsoote} I don't detect any opposition whatsoever to the
oversight bill, so. I don't think that 1it's absolutely
essential. I don't want to hold up the interstate bill today.

SENATOR LESNIAK: Okay, we can t amend this bill to do

' that today, because the oversight bill is not introduced.
\ The other point I want to make is with regard to the
amendmeht that you submitted today. My procedure is going to
be that if you have any amendments that we see them before the
Committee meeting, not on the day of the Committee meetlng,
unless ‘there are emergencies that come up.

COMMISSIONER PARELL: This is not that.

SENATOR LESNIAK: Okay. But I would ask you to ask
your staff in the future to have these amendments, because I'm
not too crazy about seeing things for the first time when they
come right before me. I know it happens often, but I'd like to.



avoid that.  And if it~ happens on other cases whére it
a.;shouldn't7happeﬁ,<We'11 have to not consider the amendment; :
I ;have»'one “other -question. Does'.the»vCommunity
’~ReinVéStment Act apply to savings and loan associations as well?
- COMMISSIONER PARELL: I believe it does. I would have
to check that, though. I believe that it does. o
- SENATOR LESNIAK: Maybe some members of the 1ndustry
would be able to— (several members of audience indicate the
act does apply) . The reason why 1. ask that isrthat that has
been a vehicle that has been used to get commercial banks to
: respond to communlty needs. And I just say that for the
- record, because 1 believe that there were some organlzatlons,
‘as I 'recall, testlfylng against our 1nterstate bill. I just:
find it ironic that that interstate bill has been the vehicle
~for many qommunlty.servlces that wouldn'’ t have been provided
'without‘it{. And I presume that this would also occur with this
'bill as. well. = And, if that does, it's a very good .spinoffk'
feffect-that, maybe, we didn't anticipate when we had the other
bill before us. SR o Y
COMMISSIONER = PARELL: I would concur with +that,
‘Senator. | | | ' — EERRY
- SENATOR LESNIAK: _ When you're on the Federal Reserve
'Board “you ‘11 adopt the same posture. - ’
COMMISSIONER PARELL: Federal Home Loan Bank Board
are— ' ' : ’ - ' o
SENATOR ~LESNIAK: I know, but I'm talking about——
' Wouldn't you rather be on the Federal Reserve Board, if you had
“the chance? Any other quéstionS? (hegativé fesponse) -Okay,
thank you, Commissioner. . '
Edward Lawlor, New JerSey-Savings LeaQue?
"EDWARD L AWLOR: Mr. Chairman, members of the
‘Committee, I'm Ed Lawlor, and I'm Pre51dent of the New Jersey
Savihgs Léague,_ a trade association representlng 160 Federal
savings banks, and savings and loan assbciations “in’ this
State. And I'm here today to speak in favor of 2428.



We submitted an 11 page - statement to. the Committee,

Mr. Chairman, and with your permission- I won't read it. |
' SENATOR LESNIAK We'll enter that statement 1nto the d
record along with the Comm1ss1oner s as well

“MR. Lawlor: - Thank you, I° was about to request that.
As the Commissioner stated, the bill was passed last year —--
Senate Bill 1468 --. that was signed into law on the 28th of
March. And it set up the 14 state Central Atlantic Region
authorizing bank holding companies in other states to acquire,
merge with under certain circumstances, banks or - holding
companies in this State. Under the law, the banks can only go
’into the states that have recipfocal legislation.' To date --
just for the Committee's information -- there have ‘been 35
states that ‘have authorized some form of interstate activity
for thelr financial 1nst1tutions : ' ‘ '

This bill -- 2428 -- does‘ the same thing that the
vother b111 did for the bankers w1th three differences. The
first ;1su‘that it applies “to sav1ngs and loans and Federal
osavings:banks,:as well as ‘their holding companies. - The second
,is that it prov1des -for a two state trigger, rather than a
three-state trigger. And the third 1s it does not contain the
'vlimltatlon on the holding of stock which appears in the banking
' law; there is no limitation of that type in the State law at
the present time for sav1ngs and  loans, and therefore, it
.doesn t appear in. the bill - ‘

‘ Otherwise, the bills are 1dentica1. We deliberately
 made them the same in the drafting, ianOrking with the staff
and the sponsor, so that there wouldn't be any question as to
i the differences in the bill. And, except for those three
differences; they are the same. | o n

 As was stated before, we need it in order to keep
abreast of the times, and for savings ‘and' loans to remain
competitive There s a trend throughout the country for this
"type of legislatlon to be ‘passed, and‘ we're getting it from



Washington -n—‘we'doh’tfknow just when, but certainly'very soon
~ — and ‘it's Kkeyed to the 'state laws in_many~cases;;*if*New
Jersey ‘doeSn‘t have a law,  then the savings and loah
‘associations in New Jersey will .have to go by . the Federal;
restrlctlons o ,

For these reasons, members of.the‘Committee, and.for
the .others stated in the statement that was submitted for the
record, we_ask'you to please vote favorably on this measure and
report it out tdday. And if there are any questions, I'd be
happy to answer. . o RS
' ' SENATOR LESNIAK: Any questions? (negative response)
Thank you, Mr. Lawlor. Al Griffith, from the New Jersey--—
ALFRED H. GRIFFITH: I'mgoing to defer to
Counsel Spicer, Senator. ‘ N

SENATOR LESNIAK: Okay. : -
MICHAEL F. §P1ICEHTR: Mr. Chairman, my name is
Michael Spicer, and I'm an attorney representlng the New Jersey
Bankers Association. I have no formal prepared statement——
| ~ SENATOR LESNIAK: Thank God. . o

MR. SPICER: Thls bill does not dlrectly regulate the
-commercial banks. =~ It encompasses - a philosophy which  is
consistent with'the»interstate bill for commercial banks and
therefore is supported by the Bankers Association for: the same,
‘reasons that we supported the bill with respect to commerc1a1
banks and is substantially stated by the Comm1s31oner

We do have three concerns that we would like to brlng
to your attention, two of which have already been discussed.
One is the)quest;oﬁ of the oversight bill to accompany this.
We believe that that vis"very important.v 'That pursuant to.
interstate banking for either commercial banks or savings and
loans, there will be many more holding companies involved; the
issues become more complex; the needvfor control and oversight -
becomes greater, and therefore, and oversight bill should be in.
place, as there is for the commercial banks.



We haVe" reviewed the proposed bill that the
Commissioner has drafted, and are in agreement that that is
sufficient and would do the job. = Whether you think it
desirable to tie them together, or to 1let them proceed
separately, we think whatever the bottom line is, we think that
the interstate bill should not go without the oversight-bill.

The Commissioner also mentioned the question of

branching limitations. Both interstate bills -- the one that's
- law and the one that's being proposed -- relate to
acquisitions. The underlying Federal 1laws are different

between commercial banks'and savings institutions with respect
' to branching across state lines. So, we think the language
‘that the Commissioner has submitted is desirable and necessary
and should be included in the bill. | |

We initially had a concern with the fact that the
regional trigger was two states instead of three. While that
appears to be a difference from the commercial banks, in the
real world, because of the differences in the reciprocal laws
 of other states, we think that's fair enough to have different
bltrlgger numbers in the bill. |

We are also concerned with the questlon of the capital
adequacy of out-of-state savings and loans and savings and loan
holding companies coming into this State and acquiring New
Jersey institutions. As I'm su:e you realize, the question of
the capitalization and the health of many thrift institutions
around the country has been a serious question. And we would
recommend that this bill contaln a provision with language
51mllarvto the bill (sic) which you put into Assembly 2042,
which is _thé  bill on powers for savings and 1loans.
- Specifically, in the section which would grant.dommercial loan
~powers to savings and loans, one of the conditions there was
that the savings bank, "have capital equal to that required
from time to time by the Board of Governors of the Federal-
Reserve System for banks chartered under the laws of the United
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States, which isaafmember ofgthefFeaetal1ReServe.System;,and
‘said:capital1sha11fbe;ca1cu1ated‘in accurdahCe’With*generally
accepted accounting}.principl’es as ‘applie’d_‘ to banks." Ag,aink,p k
that lahguageiis~taken’ftom”ASSembljkBill 2042, the Official
- Copy Reprint. .it‘skfound'in7—— I don't have the number of the
sectidn right inufrOnt'of me, but it is the one deallng w1th
the expanded power to make commerc1al loans. 4

| And that's the extent of my comments, Mr Chairman.

' SENATOR LESNIAK: You've stated, and this bill does
apply to acquisitions between S & Ls in different states, and
that this bill is the same, in most part,_asﬂthe~commercial
interstate' bill. Do you see that this bill precludes an
out-of-state sav1ngs and loan from startlng a sav1ngs and loan
~in this State w1thout an acquisition? , T : :
| MR. SPICER: Well, I think it would have to be
,structured as an acqu1s1t10n “but I don't see why a—— H

SENATOR LESNIAK: Are you saylng that your oplnlon is
that the commercial 1nterstate bill precludes, for instance, a
‘bank from Pennsylvanla from startlng a bank in New Jersey? fth

k - MR. SPICER: Yes, but I thlnk that s perhaps the wrong
'questlon What can be done—- L ,
SENATOR LESNIAK Why is that the wrong questn.on‘> .
MR. aSPICER. - It's ‘the wrong questlon_ because{ eveh_
 though it fspecifieally doesn't permit a de novo, because it |
k_permits an acquisition, you can form a new bank with the full
intent from the start that it's going to be acquired by the

'out—of state VinstitutiOn, and -you <can aceemplish the same
aresult . : - o . ' S
 SENATOR LESNIAK: so why ‘would you have-- Why would

- you want ‘to play thlS shell game?

- MR. SPICER: Well, in that'case, ‘there would still be

“an- entity -- a corporate entity -- which is chartered pursuant
to New Jersey .law. o , -
SENATOR LESNIAK Right.

',ﬁa&ﬁﬁ@@?r
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MR. SPICER: Even thoughvit was de‘novo.b-When we talk
about branching-—- o , S
' SENATOR LESNIAK: I'm not-- Forget about branching..
MR. SPICER: Oh. Why play that shell game, and not do
it directly? There's no particular reason. I mean, I-- |
- SENATOR LESNIAK: Okay. You're saying, if the law is
construed that Way; all you have to do is set up a new bank and
then acquire it. |
’ MR. SPICER: That's right. And—-
SENATOR LESNIAK: Which doesn't make any sense.

_ 'MR. SPICER: No. You play the shell game only because
of the literal reading of the law, not for any other reason
‘that I'm aware of. | , ' _

 SENATOR LESNIAK: Are you asking that we amend the
bill in any way?

’ MR. SPICER: Well, that's up to you. What we're
saying, it's not-- L

SENATOR LESNIAK: Well, I'm asking you.

MR. SPICER: Okay. - ' ,

SENATOR LESNIAK: I'm throwing it back to vyou. We
‘know it's up to us. Always, it's up'to'us; But how do you
feel about it? , |

MR. SPICER: We would like to see the bill amended to
include the capital adegquacy language that I just read, and
also to include the language the Commissioner has submittéd to
you, with respect to branching. And also, to tie it to the
pversight; It's bnot our bill; we don't want to be in the
position of being the bnes to obstruct a bill that's otherwise
going to move. ' , o ,

 SENATOR LESNIAK: With regard to the capital adequacy,
do you believe that the Commissioner has adequate powers to
ensure capital adequacy? _
| MR. SPICER: There is nothing specific—-
SENATOR LESNIAK: I know your answer.

vté,.,"ﬁ" N - ,
b FUURIE AR T
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. j,MR.*SPICER:-*—+in'these bills that satisfies us that
- that is the case. - | S o
' SENATOR LESNIAK: Okay.  Thank you. Any other
~quest10ns7 (negative response) | 7
~I'd like to recall the Commissioner, if I mey, to
.respond to that specific gquestion. ' _ o
o COMMISSIONER PARELL: I agree with Mr. Spicer and the
-~_’ban'k~ere on the goal, which is that we want well-capitalized
—'entities acquiring savings and loan associations here in New
~'Jersey;. and nothing but well-capitalized and well-managed
'.orgenizations. I don't believe the means that they suggest is
necessary. It's ‘certainly a respectable means to suggest, but
I don t thlnk it's necessary. B _

The  Federal Home Loan Bank,  which sets capital
fequirements ‘for savings and loan associations, has a
regulation which “is ;masin§ in equal capital requirements for,
forthwith for savings and loans, as those which 'are now
i"required of banks. It's a gradual phase-ln, but basically
| they're all going to be up to the same level in a matter of
years. | : , ,

- Similarly, when a savings = and 1loan association
converts from a mutual to a stock form, it's my understanding
that for their SEC f111ngs and - for the sake of attractlng'
. stockholder dollars, they have to switch to generally accepted
:i accounting principles. . So, this is a ‘subset of the same

question of capitalization. In other words, gradually"theSe'/'

- entities are comlng onto . an. egqual par, in terms of capital
»:w1th-— : ' - '
"But, to anSWEr‘YOur question mostﬂprecisely, when a
savings and loanfassociation is acquired by a holding company,
the Federal'Home Loan Bank reviews the transaction, and its
primary inquiry‘is that of financial adequacy and managerial
competence. - In addition, under our proposed oversight bill,
~ when a State- chartered savings and loan association is
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acquired, our primary and indeed sble inquiry is the financial
strength and the managerial capability of the acquirer as well
as the ultimate capital impact on the resulting institution...
~So, I believe that'the'reguiatory tools are in place
“now, and will be exercised to -protect the public interest that
only well-capitalized acquirers are ©permitted to have
successful applications; ;
_ SENATOR LESNIAK: One last :question, Commissioner.
This bill pasSes the Senate and passes the Assembly and gets to
the Governor's desk. The oversight bill is stalled, maybe in
the Senate Committee, maybe in the Assembly Committee, maybe on
the,fldor, whatever. What's your position to the Governor?
COMMISSIONER PARELL: We can implement the interstate
bill without the oversight bill. That's a hard hypothetical
for me to respond to, because I know that the Governor feels
strongiy that increased oversight go hand-in-hand with
increased interstate powers. ' -
| SENATOR DiFRANCESCO: Do I sense a reluctance on the
oversight bill? | ,
SENATOR LESNIAK: The only reluctance I have is that
the bill's not ready for introduction, and they should move
together. That's the only--
' MR. LAWLOR: Mr. Chairman?
SENATOR LESNIAK: Yes? . v
MR. LAWLOR: May I make a comment on this?
SENATOR LESNIAK: Sure. Please. , _
‘MR. LAWLOR: With regard to the suggestion by Mr.
Spicer about including the provision of §-2042 (sic) in this
bill-- | | |
- SENATOR LESNIAK: I'm sorry, what provision?
MR. LAWLOR:  Mr. Spicer recommended that‘ you = give
consideration to including the capitalization requirement as
was done for the savings banks in their increased powers bill.
He»did make reference to savings banks, but I think he meant
savings ‘banks; he said savings and loans. Actually, that bill
doesh't apply to savings and loans.
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‘There's a 'big dlfference between. a sav1ngs and 1oan
tassoc1atlon' today_ and ' a ‘_commerc1alr.bank.i A great big
‘difference.  For one thing, we'don‘t'make the type of 1loans

that commercial banks do. We're permitted to ‘make a certalnv,"

percentage -—— 10% total of our assets — “in this type of
investment. = And we haven't done it. We've — particularly in
New Jersey —-- remained committed to housing, and that's’ what

we're'doing.v.lt would be unfair and unreasonable to apply the
same -standards for capitalization to 'savings and loans, and
reserves to savings and loans as savings banks, because they.
don't have the same kind of losses that the commercial‘banks“n
have. : ‘

Federal regulatlons are brlnglng you into parlty in ‘this. ‘
SENATOR LAWLOR: = They are_on a phased-in basis. The

tynew_regulation'that“was passed last'year requires—- ’

- SENATOR LESNIAK Is it going to be that unfair? :

MR. LAWLOR: But it's going to take a wh11e to phase

them in. And also; it disn't just 6%/6%. Thére are certalni
,Other.considerations:~ profltablllty, the ‘amount of bad 10ans;
»the extent of growth—— The, savings and loans have been'

restricted in their growth to make sure they don t grow away
from their capltallzatlon for their net worth. N ‘ |

But for = this ‘body to change —— for the State
"Legifslat.ure' to change -- the . law now to requlre saV1ngs and
loans-ﬂto have"thev.Same ”capltallzatlon and reserves - that's
required for commercial banks by’the Controller of the‘Curtency
wouid“be verytunreasonable{ First of all, our losses —- and
this: is not-— 'Commercial' bankingt'is mOre risky by 'its very
’nature than the type of lendlng that we do related to hou51ng
And our 1losses aren't a fractlon——' Our losseS' that ;welt
~write-off each year, are less ‘than half far less than. ‘half
~ than what commercial banks do.
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So, we would urge you not to_' attach a rider of this

kind, be‘oause ‘of what the Commissioner said that we had the
regulations on the Federalr level. In addition to that, 1f the
State Legislature oontinues to impose MOre Onerous requirements
on the State Charter of Institutions, what's going to happen
here -- and Senator this is in no way a -threat; it's just a
statement of fact -—- many of the State- chartered 1nst1tut10ns'
_'a‘re reaily going to convert to Feder.ally chartered. If they
k‘can do better on xtheir branching, ’they can do better -- they
vdon"t have to respond or comply with very restrictive reserve.
reqnirements, they‘ll take the easiest way and the most
effective way for them to operate. ' -
) - So, we would ask - you »‘ not to include those
restrictions. As the Cormnlssmner said, before any merger or
acquisition ‘is approved, ‘either in Trenton or in Washlngton,
both  of the Supervisory authorltles consider this very
carefully, and they make certain that there's adequate capital
before they 11 allow a merger of those two institutions.

- 8avings and loans in ‘New Jersey have $50 b11110n in
assets, and they're strong. And Mr. Spicer referred to what's
happening to other Vstates in the country. They re having very
~serious “problems with their economles, ‘ and ‘we are not.
Thankfully,’ we're mov1ng along just as well as any of the other
"_organlzatlons in  New Jersey, and we've been very . very
‘successful with respe‘ct_r to pr‘ofits.. As a matter of fact, in
man'y’caSes right now the savings and loans in New Jersey have
reserves in excess of what s required from the banks.. But to
requlre any other ones would be an undue burden. We have 30%
of the assoc1atlons today have in excess of 6% reserves.

~ So, we would urge the Committee not to impose that
--bklnd of a burden on the 1nst1tutlons ‘
_ SENATOR LESNIAK: ~ Any questlons of Mr Lawlor? (no
‘response) Thank you, Mr. Lawlor. Any other person wishing to
- testify? Sign up. Youk broke my rule. No, that's okay.
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'ROB STTURATR T: I'm sotry.‘ - My name is Rob Stuart, -and
I'm representlng the . New Jeisey “Public Inter6st‘:Researchv
Group -NJPIRG does.not have a position on this legislation as
it xelates to the 1nterstate banking for savings and loans, :but

‘as we testifiéd before the Committee when interstate banking -

“was going through for commercial banks, -the studies that we've
done in New Jersey, both in 1984 and 1985 show that it's
. relevant and it wouid'be,‘I think, in the public interest for
‘the Committee to consider ‘consumer protectlons along w1th these -
new freedoms of interstate banklng for savings and loans. And
particularly in the areas of providing the basic banking
services, to providing consumers with = more _reasonable
check-float periods, to provide consumers with government chéck}
cashing standards by which people could cash checks -
government checks; checks that are known to be good -- at

'_sav1ngs and loans branches. ’ '

The members of the Committee have recelved our reports
which document - the various float perlods that exist in this
State. On »avetage‘_a ‘bank institution does, based on
information from the Federal Reserve, receive credit for checks
in one to two days, although in Néw Jersey we see that on the
far side banks abuse this, and holdbcheCKs'up‘to 14 days; and
~on the averége‘hold it'forge'days. We just heard that savings
and loans are doing quite well in terms of profit; we ask that
:the‘Committéé consider as we didn‘t.then;‘either amending this
legislation to include the consumer protections that have now
been separately introduced by Senator Pallone and exist in the
“form of S-2114, or I guess make a commitment to consider the
‘legislation at an early date. | S .

Because, as we do open thls up, banking services -- it
is essential for people .to have bank accounts. People need to
be able to write checks. But, we see that theré.are examples
'wherérbanks have precluded low and moderate income from having’
bank accounts. It comes with the excessive fees that have



- steadily incfeased' since bank ~deregulation 'in 1982. We see
that it becomes almost more éxpensive to have a bank account

than it's worth it. And the needs-- New Jersey needs to step
in and provide low and moderate income consumers -— as well as

all consumers -- when it comes to check float access to the
funds that are theirs. ' '

SENATOR LESNIAK: Senator Pallone's bill and
~Assemblyman Kosco's bill will be heard at the Committee meeting.

MR. STUART: Excuse me? o '
| SENATOR  LESNIAK: Senator  Pallone's bill  and
Assemblyman Kosco's bill —- Assemblyman Kosco's bill deals with
check clearing—— | | | .

MR. STUART: Just certified checks.
, ‘ SENATOR LESNIAK: And-- It deals with check clearing;
whatever. ' B '
~ MR. STUART: Yes.

SENATOR LESNIAK: Assemblyman Kosco's bill and Senator
Pallone's bill will be considered at my next Committee
meeting. - Okay? ' Any quéstioné? - (no response) I'm surprised.
Thank you. L e

Anyone else? All right, I've made everyone's day. I
will close the hearing, and we'll consider the bill.

(HEARING CONCLUDED)
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© “TESTIMOAY OF

*’COMMISSIONER MARY LITTLE PARELL
NEW JERSEY DEPARTMENT OF RANKING

R BEFOPE THE
SENATE LABOR, INDUSTRY AND PROFESSIONS COMMITTEE

FEBRUARY 26, 1987

"Tﬁank yoﬁ for this opportunity to share the Department's views on
‘Senaﬁe Bili No. 2428, lgqislation thatkwould allow New Je;sey‘s savings and
'Jpanv553§ciations to.pafticipate in reciprocal intéistate~acqﬁisitions‘on
’fifst a feqional,iaﬁd later on a na:ionél, basis., 'Thé Departméht supports tﬁe
overall effoftkby our étaﬁe aséociatiqns to expand into new interstate
: market#, énd bélievesbthat'thié authority will do much to improve fheir
financial sfréngthlénd'insure their healthvin the future;

TB;sleffoft, however, must ‘first he paired with aadi:iona] :ecuiatofy
.heésgreé th;t Qi}l'he}b the Department ﬁrqtect tbe public interest in ‘the -
ensuinq ér$.of.increa$ed acguisitions among in and out-bf-state'savinqs'
’inétitutions. To tﬁis end, the peparthent has prepa;eé legislation that
.ailows‘us tp monitor the activities of individuals*énd companies that control
a2 New Jegsgy savings and loan, much in the same manner as we toda§:o§ersee the
acfivifies of coﬁpanieé contfollinq state banking institutions as set out in
the Nequérsey'Bank oveisighﬁ and. Change of Conttoi"Act. |

A year ago I appéatea before this same committes on thé‘subject of
intetstate banking. »At that time I provided you with. an extensivé record in

support of ‘interstate banking, a record which was intended to answer the
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2
guestions ana‘COncerns witﬁ the.impaét‘of intérstatevacquisitions and mérgers
on the banking industry, competition, the‘public welfare, and the‘economy. In
examininq Senaté:Bill 2428, our prihcipal considerations were the same: . will
the pub;ic wélfaxe be ade@uateiybprofected, wili cdmpetitién increaSe,'and:
Qill’New Jersey'continuekto'play an»acti&e role in defining the parameters of
its financial énvironment.

‘The Department hés again concluded that interétate banking will gnable
our associations to fully respond to the credit needs of consumers and
buéinesses and pfovide them wifh é wider range of accessihle and fairly priced
 services. Ourbsavinqé and loan inadstry‘has alreédy produced a étrdﬁq tréck
récord within the statebof keeping'p@ce with this deménd, as well as with
competition, throuqh'inéreased services, prddﬁcts ’and‘innovationf | |

| In ény discussion of inte;state achisitions_of savinqs aSSOCiations,
.ohe’has tb‘go beyond these cobsiderations to also‘weigh the'effécts of
intefstate bénkinq onuthé savinqé institution itself. i believe that the move
.towéraiihterstéte banking will cleafly hélb our associations to aéhieve more
economies of écale in the‘produétion énd distribution of financiallproducts,
and ﬁ]timaﬁely‘enéble them to become more qompétitive with ail ﬁypes Qf
_financial Qrdanizations.' ﬁo:eover, as a recentiFHLBB articie pointed out,
"those insfitutions that cannot or will not adapt to the chanéinq eﬁvifonmeht
_willvbé able to_mergevwhile they are still solvént,‘ané ﬁhe'expénsioﬁ of
interstate.bankipg privileges wiil maximiée the'nﬁmber.of potential buyers for
ﬁhdse ihsfifdtion# and méy pusﬁ their seliinq.prices’up'accordinqu.- "QOver
the long‘tefm interstate bankinngill allow weli-managed, strongly capitalized
sév?nqs aﬁd loahé with‘sound‘Strategic plans to diversify‘theii sources and
use of‘fﬁnds>o§erkﬁiéer geoqraphic areas. In turn, this ability will help
tedute their,loaﬁ’bortfolio risks ang lowér their costs of depbsits as new

sources of funds are tapped. For these reasons, the liberalization of
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»Qqeogréphie*festrictioﬁsifor ou;:savihQS'and lbah*éésociﬁtioﬁs should he
permitted. | |
T am reminded of an obsérvétion made in a IBBl‘Treaéury ﬁepartment
: stuﬁy on intgrstate bénking“ihat I have shared with yon ih th¢*past,"Since
'gQVérnment shaped the financial worldfthat-presently ekists,vgovernmpnfiis
. ob1i§ed to create c0nditi6ns which wiil perﬁit an-ordérly evdlﬁtion to“a‘ﬁéw
fibancial’énvironﬁent.' The‘orderly‘progfeSS‘for interétate expansion for the'
'savinqs indﬁsﬁry is the responsibility éf governmenﬁ,ﬂand the-ropte'toward
fhat‘expansion shoﬁld be«ﬁlear]y gefined. With resﬁect to the proposed’r
.intérstéte legislation, I<thin§_it'is‘a'matter of sound public policy that
;expansion is achie&ed initially throuéh aéquisitions,,ratﬁer than by merger or
»brapchiﬁg of fhé‘aésociationiér holding company. whilé the spirit of the
législation sugéestsfthét branching is not pérmiitéd, I would'reéommehd that
specifi§ IBHQUAge'tb‘thaﬁﬂeffec£ beaiﬁcludea ih tﬁé:prépOSed ihferstaté bill.: ..
iInterstate'bfanching is an issuebthét needs further stuayhby a11 segments'of
ﬁhe baﬁking industry.and by:the fegu}ators, and itv§§uid‘not.be;in.the.beét
iﬁtérests of New Jeisey aﬁd the indust;yvto perhit br§hchiﬁq riqhtsfaivthis
:time. |
AS we ehtgrva;pe:iod of’interstafe thrift écquisitibné,‘it.is

imﬁbrtant tﬁat‘éorréépﬁﬁding requiatory mechanisms‘bé adoﬁﬁéé to gauqe.ané
"mOnitorithe activitieélof thpse enﬁifiéé-enterinq New JéfseY‘to.acquire,State
associéﬁions.:'The‘oversight bill that»the_Depértment.basvprepé:ed isvmodéledl
6n-£he existing ﬁeW~Jefsey Bank 0versight and:Chanée of tohtrol Aét that was
eﬁécted in conjunctibn with the passage of the interstate bankinqvlaw last |
yeai( Thevbill auﬁhorizes ﬁﬁe Departmént to: establish certain reportind
"requirements fof companies and‘ind;Viduals Qho contrél New jersey—bésed
éévinqs*énﬁ Ioan~asédciétidns; to expand our examination au#hority dver theéé

entities, and; increase the Department's oversight of acguisitions which
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involQe chanqeé of contrbl‘6f state—chartered associations byrqivibq us.

appfoval aufhority over thesé transactions.

i beiieve that the provisions of this bill:afe necessary for the
safetyvandbsoundness of 6uf:éavings and- loan industry in an era,of»incieased
“achisitiohs by individuals and cémpaniés ffom,Néw Jersey ahd from cher
states. I would like to séy that I have enjoyed_the support of the‘savings
'indusﬁrybin developing this_bill, and we have devised a proposal that is as
leastvrestrictive as possible, while still giving the Depaftment necessary
inc;éased supervision responsiﬁility.

The Departmen£ has also incorporated two adjacent goals in its
p?obésal. The first,callé fof the_gradual phasing out of‘thevremaininq
uninsured saVings apd loan’a$sociations by requirinq'them to either obtain
’ FSLIC insurance, or merge with énother institution, or liguidate. The numbers
of qniﬁsuréd S&Ls in New.Jérsgyvhéve been»steaﬁily déclininq‘over the years.
ané ﬁhe femaininq institutions are éérefully suﬁervised by the Department,

. But tﬁey represent an anomaly: - and in £he‘wake of the experienée of Ohio ang
Maryland, ‘I believe that for the good of customers and the ove:ail health éf
the industty, the remainder shouldvbe phased out over a fair period of time.

Thevsecond qoél‘would allow our state associations to use the words
'*savingskbank; S.L.A." in their name, wifh é‘diStinction made to their'staﬁus
‘as a_savings and.ioan association. This authority would give our associations
-Darity'wiph‘federally chartetéd savings énd 1oans'with régard to the use of
'éavings Sanks' in their titles. The'Deparﬁment haé received an inéreasinq
ﬁuhber of inqﬁi:ies‘ffom our state assqciations seeking permission to use the
name "savings banks" aslalready pe:mitted by‘thé federal.associations. We
believé_ihat it is heqessa:y to éccommodaﬁe tﬁis require since by not doing so
would;‘over tiﬁe, effectivéiy’fofce>our.ins;itutions to ieave'the‘sﬁate

 systen.
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‘i hope “that the Committée-willgqive*ité_favofaﬁlé‘consideration t0
- both the reqnest‘by~fhe ;avings,aﬁa loéﬁ:industry“to pursue “interstate
‘acqu{sitions,'as well as thé Departmént's requést for-éxpanded supervisory
“authority. |

_Thank you for allowing me to share my views with you tbdéy.

##
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Banking Department Amendmehts

<

to

Senate Bill No. 2428

"~ Amendment:
Page Sec. Line
4 2 After Line _ : .
25 - » ' Insert "b., It is not the intent of
' this act, and nothing in this act
shall be deemed to permit
acquisitions in any form that
would result in branching into New
Jersey of insured institutions or
savings and loan holding
companies.” :
4 2 26 ' Change "b." to "c."
4 2 31 _ Change "c."™ to "4."
5 2 49 L Change "d." to "e."
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BILL DRAFT

‘AN ‘Act -concerning the ovetsight'and'ekamination of certain insured
/institutions and=savings‘ana 1oan holding companies. by the Commissioner of
Banking, Teguiring approval by the Commissioner of certain chahge$ invthe‘A
control ofbsavings and'loan associations, phasing out uninSurQGFSavings.and
loan associations, -and amending,and.supplemen:ihg P;L. 1963, c. 144
(¢.17:12B-1 et seq.).

BT IT ENACTED by the Senate and:General 3§seﬁb]yvof the State of New
Jersey: ‘

1.} (ﬁew section) As used in this Act:

a. "Insured inétitution' and "savings ané loan nolding company® shall

7 have the respective meanings set forth in section 408(a) of the National
Housing Act as amended (12 U.S.C.'l7305).

p. ‘"State association” shall mean any savings and 16an association,
bdi]ding and loén association, oriany corporation, however nameé, now or’
‘he:eafter1operating pursuant to theiptcvisiOns of P.L. 19é3, c. 144
(C.17:12B-1 et seg.). A state association shé]i also include a,pezéon whb
controls an_association when used in';ect;on 4 of this act.

C. 'Persén' shall'méan,an individual or .compani’.

dﬂ 'Company' shall meanfany co#poxation{ par:nezship,‘trﬁst, joint;stock
cqﬁpany, associatidn-or similar organization, but does not. include the Federa:
Savings ané Loan Insﬁrance Cpfporation, aﬁy Federal Home Loan Béhk, or any
company the majority of: the sﬁares of which is owned by‘the United States or
any state, or by an officer of the United Staies~or any state,in;h;s 6£ficia]-
capacity, -or. by an instrnmeﬁtality of the United States qr any stata,

e. (1) 'Control‘of én insured inétitutions or staﬁe'associat;on' means:

(i) Owning, Eontrolling,-or having power to vote 10% or'mo;evof the
Qutstanding shares of any clasquf voting -securities of an insured
ins;ituﬁion, directly or indirectly, or acting through one Or MOre persons;

- (ii) Conprolling in any.ﬁanner the.elec;ion of a majority,ofvthe g
éitectars, trustees, general partners; or iniividuals‘exercising similar
fun;tions of the insuréé institution} or

(iii) Exercising or héving the power to exercise'direc:]y or
viniirectiy a controlling influence over the managemgnt or pclicies of an
insared institution; or

12) A pezsoh which is a stateassociation Shall'not be deemel to.contrel -

voting-securities or assets of a state association acguires (i) in goo3d faith

Tx



iq a fiduciary capééity, g*cept wherebtﬁose voting securifies are‘heid in a
trust that constituteé a compény or (ii).in the tegu1az course of éecuring or
collecting a 6eb£ ézeviéusly contfactedkin good faith which securities are
disposed'of within a peribd of two yeaté after the date on which they‘ﬁere
acqui;edvor after the enactﬁent‘of this éct, whichevéf is later;

(3) A“pe#son is deemed to .control voting securifies or assets owned,
controlled,ior held directly or indirectly:

- (f) hy any subsidiarybof the,pérson; or .

(ii) in- a fiduciary capacity, including by pension and profit-sharing ¢
crﬁsts, for the benefit of the sharéhoiaers, mgmbers, employees, or
individuals serving in similar capacities, ofvtherperson or of any of its
subsi&iaries;'or. |

(iii) in a fiéuciary capacity foz the beﬁefit of the berson or any of
its subsidiaries;

f. V'Subsidiary' of a pérsonvot company for purpos§s‘of‘this act, méans
any person or .company which is controlled by such person or company;

g. (;)"Voting securities” means shares of common or preferred stéck,
géneral or limited“partnership sha;es of interests or similar interests if the
shares’of interests,'by statute, cﬁartez, or .in any manner, entitle ghe ﬂolder:

(1) to‘§ote for or to seiecttdirectors, tfustees, partners, or persons-
exerciéing Similar functions for tﬁe issuing company; or

(ii) to vote‘on or to:ﬁirecﬁ the -conduct of the operations or .other

‘significantbpoiicies ;f ﬁhe issuing person;‘ »

(2) PrefergedIShares, limited partnerghip shares or interests, or similar
interési;bare'not "voting sécurities"™ if: ‘

(i) any voting rights associated with the share§ or interest,
ihciudinq the right to select or vote for the selection of directors,
truéteesL or partners ot‘persons exercising similar functioﬁs, are limited

. solely‘téfthe type customarily providéd by statute with regard to matters that
wouid signifiéantly and advezselyvaffett the riéhts or preference of ‘the
security or other‘iﬁtereét, suchiaﬁ‘the issuancé pf additional amounts or
classes of senior securities, the modifi;ationbof the terms of the security or
interést, the dissolution of the issuing person,bor thefpayment of dividends
b} the iésuiég'person when pfeférred dividends areiin arrears, or, entitle tne’

holder thereof to .vote for the election of directors, triustees or partners or



pérsons exercising similar functions only as the,resﬁlt of the failufe tQ’pay‘
a divideﬁd or to fulfil; ‘an obligatiop or saxisfyfavcbndiﬁion‘specifieatby'the
terms of such'share or interests; and

{41) thevéhanes ot interes;.:epresént ah,essentially paSsive'
investment or financing device anGFGO'not otherwise provide the holder with
control over the iséuing person.

n. ™Commissioner™® meanS‘thé commissioner .of Banking.

i; 'Department‘ means the Department of’Banking.

j. ‘"United States" meané the . United States and includes any‘ofi£hepUnited
Sxétes, the District of Columbia, any territory of the United States, Puerto
Rico, Guam, American Samoa, and the>Virgin'Islands. . '

2. . (New Section) <a.. A savings and loan holding company and an ihsured
institution shall, upon the reguest of the commissioner, provide to the
éommiSsioner a copy of its filings with the Federal Home Loan Bank Board,
Féderal Savings and Loan Insurance Corporation,Aorvtheit,succéssors,‘aniithe
Securities and Exchange Commission.

b. 3-person,. other than a2 savings and loan holding company, & State Qf the
United Stateé, the Uni;ed‘States or a .corporation the majority of the shafes.
of»wnith are owned by the United States or by any state, which controls a.
state association shall annually'ptovide thé foilowing iﬁformation to the

vcbmmissioner ‘on or.before April 30:

{1) The identity,‘ﬁetsona; histofy,'business background éné
expezience of the person, including material business éc;ivities angd
affiiiations during the pas:t five years, and a description of any ma{erial,
pending legal or édministrative proéegdings in which the #erson is 'a party and
any criminal indgictment ‘or éonviction of the person issuedﬂﬁy a state or
.federal coﬁrt: ‘ ‘

(ii) A statement of the aésets and liabilities of the person, for
-each of five preceding fiscal years, togethet‘with related.statements of
income and source ‘and application of'funds fqr each of those‘fiscél'years,
prepéred in accordance with generally accepted accounting principleé
‘consistently applied; and

(iii) Any addi:ional relevant informaﬁion in thgt form which the
commi$ésioner may require by regulation or by specific reauest. »

c. Tﬁe commissioner may byvregulation or -on éh individualbbasiébexempt

persons from the reporting reguirements of this section.




3. TNew sectibn): a. The commiésionefvshall hgve the i?ght to -examine
any savings and loan hélding cﬁmpany which controls a state ;ssociatioﬁ, the
cost oflﬁhich examina:ion'shéll be assessed against and paid byvghe savingé’
and lo;h holding company in an amount to be set by tégulation of the
commissioner.

b. The examination authorized py this section shall pbe conducted jointly,
concurfen;]? or in liéu pf-examina:ions made by a federal or. other stéte
tegulatdry agency. . The commissioner shall use, to the extent heemed feasible,
filings andbreports made by the savings and loan holding éompany which
controls a state associat;on to federal or other state regulatory authorities.

c. A copy of any examinétion report prepared by the departmen£»may be
given to any federal or other étate regulatory authority pursuant to a written
agreemeht prqviding for the exchange of reports of examinations between the
aepartment and the federal or other state regulatory authority.

d.  Except as provided in subsection c.'of‘this'sec:ion, every report and
copy of a :éport of examination df»a savings and loan ﬁolding compan& madé by
“or under the supervision of the commissioner and every report éhd copy of &
report of examination‘of‘a saQings and loan holding company which proposes.to
control of controis a state association made by or unaet the supervision of
any federal or 6thér stgée regulatory authority shall be confidential; and
shall not be made public by any officer, director or employee'of the savings
and loan ho;ding cbmpény or the depaﬁtment. These reports and reports of
examination shall not be subject to .subpoena or to admissibn into evidehce in
vany action or proceeding in any court, except pursuant to an order of the
court ﬁéde upon-notice to fhe commissioner ‘and after éffofding the
commissioner an oppértunity to édyise,the court of reasons for excluding fron
evidence such report or épy portion thereof. The court shall order the
issuance of a subpoena for the production or admission ;nto evidence of any
such report or portion therépfl only if it is satisfied that (i) it is
materiél and felevan: to the issues in the proceedings, andv(ii) ﬁhe ends of
justice ‘and pﬁblic advantage will be served thereby. This subsection shail
not apply to any action'or proceeding instituted by the commissioner or
Attorney‘General pursuaﬁt to anyllgw of this State.'

‘ 4. (New sectjoh) a.‘No person, acting directly or indirectly, or thrﬁugh
or in conéért with one or more other bersons, shall acquire or offer'to'
acquire ﬁr exercisechntrol of a sﬁate association unless the commissionef has
been giQen 60 days prior written thice of the proposed acquisitipn, and haé
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no+ . issues a ho;ice disapproVing the propused acquisition during that period.

‘or during an additional 30 day period immediately thereafter. The period: for

disapprova;'may'be futthét extended only if the commissioner determines that

any acguiring party has not furnished all the information required under

'subsection (£) of this section or that in his judgment any material

infprmatioh submitted isrsubstantia;ly inaccuréte. "An acguisition may be made
pfiqr to e;piration of the .disapproval period.;f the commié;ioner ;ssue§
written notice of his intent not to.disapprove the &action.

bs If the commigéioner determines that he must éct'immediﬁtely upon

notice of a proposed acguisition in order ‘to prevent ‘the ‘probable failure of

the state association involved in the proposed acquisition, he may waive the

- approval process . reguirements of this section,

€. Within three days after the date of the .commissioner's decision to

‘disapprove any proposed acguisition, the commissioner shall notify the

. acquiring party in writing of the disapproval. The hotice shall provide &

statement of the basis for the disapproval.
8. Within 10 days of receipt of a notice -of disapproval, th=
acquiring party may ask the commissioner in-writing to.hold a hearing on the

proposed  acquisition. ‘The hearing shall be held in accordance with the

provisions of the “Administrative Procedure Act,” P.L. 19€68,c.410 (C.52:148-1"

e£.sec.0‘én5 any rules adopted thereunder, -

e, fne'commissionetfs diéapproval of -a proposesd acquisition following
é hearing shall ﬁe subject t0rzeviéw by the Appellate Diyisiqn of the superﬁor
Court. k

f. Except as otherwise provided by regulation, a notice of proposes.

acgoisition ‘filed pursuant to this section shall contain the following

information:
(i) The identity, personal history, business backgrouns -ang

experience of each person by whom or on whose behalf ‘the acquisition is to be

. made, including material business activities and affiliations during .the pas®

“five years, and a description of any material, pending legal or adminjetrativs

proceedings in which the person is a party and any criminal indictment or
conviction of the person issued by a state or federal cour®;
(ii) A statement of the assets and liabilities of each person by

whom or on. whose behalf the acguisition is to be made, as of the end of the

-5~
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”’fis;a; year for. each‘bf the five fiscal years immediately preceding the date
of ﬁﬁe notice, togeiher'with related sLatemepts of incomg andvéource and
appiicafion of funds for each of those fiscal yearé, all prepared in’
accordance with ‘generally aéceptgd accounting principles consistently appliéd)
and an interim statement of the assets and 1iabili£ies for each such person,
together with reléted statemenﬁs of 'income and source and application of
funds, as ofva date not more than 90 .days prior to the date of the filing- of
the notice; ' »

(iii) The terms and gonditions of the proposed acquisiti§n and’ the
manner iﬁ‘which the acguisition is to be made;

(iv) Thé identj:y, source and amount of the funds. or other
c§nsiéeration used or to be used in making the acqui;ition, and if any of
these fuﬁds or‘other.cohsiderétion has been or is to be bérrowed or otherwise
obtained for the purpose of makiﬁg the acguisition, a description of the
transaction, the names of the éarties, and any arrangements, agreements, or
undersﬁandingslbetween or among\thé parties;

(v) Any plans or pzopésals which any acquiring pafty making the
acguisition may have to liquidate the state aésocia:ion or savings and loan
holding company;‘sell its assets or4mérge'it sith any company, or make any
other méjor changes in'ité business or corporate structure or managemént;

(Vii The identification of any person employed, reéa%ned or to be
compensated by the achiring'party, or by any person on his behaif, to make
solicitations or recommendations to stbcghalders fér the puréése of .assisting
invthe acquisition, and a brief descriptibn of the térms of that employment,
retainer, or arrangement for compensation;

(vii) Copie;lof all invitations, tenders or advertiﬁements‘making a
tender -offer to stoekﬁoiders for purchase of their stock to be used in
connection with the prqpo;ed acquisition; and

(viii) Anykaddigional relevant information‘ih such form as the
commissioner may reduire_by tegu;ation or by specific reguest in.connection
with any particular noiice.

g; in determihing,whether to aprrove a proposed acquisition pursuant to
this séction, thebcémmissioner nay consider the following factors with respect
to;the appliqant:

(i) The financial and thé managerial resources ang experience of the
a@plicané; ’

‘(ii)vThe competenté, cha:acter, and ingegrity of tné applicant;

(iii) The applicant's plans and intentions with respect to the ob;: tinn
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of the sﬁate gssociation,‘
Fiv) vAn& other factors whiﬁh-thé éomm;ssione; ﬁaylﬁeem.telev%ntfto;fhe
..aéquisirion. . |

Lo With‘réspect to‘the'staie,assﬁciation;L

(i) The financial condition and prOSpects of'£he‘$tate-associaﬁion,
wnichishall include consideration as to the sufficienéyfof.current or
p:ojecﬁéd ;apital ppsitibns, as well as-the,1e§e1boflinﬁebiedness of the étate
Za$sopiation, before and»aftef the acguisition;

(ii).The éonvenienée.aﬁd needs”bf the depos;tars‘andbthe.commnnitiés.
served by the state aéSociation;.and »

(iii) The effect of the'ptoposed‘acquiéition~9n the éafety and
éonndness of the state associa:i&n. ’

i. The commissionér‘may disappfove ahy proposea.acéuisition,if:

(i) The financial condition ©f any:acquirihg person is such as might
‘jéopardize_the financial stability of the sﬁate assoéiation or prejudice the
inée:es;s‘of'the depositors of the’state»assoéiation;

1ii) "The competencg, experience, ©rI integrity—of,any;aéquiting pérson‘ot:
‘of any of the proposed managehentvpersonnel indicates that‘if would not be inr
théVintezest of the‘depqsitors pf’fhe state asséciation, ot‘in.thé'interést of
tﬁe public ‘to permit~such‘pér50n't6 control the state associé:ion; or

{(iii) Any acguiring person‘nqglécts; fails,ibr,tefuséé to furnish all
the informatioh tequired’by.the‘commiésioner.

(j. Whenever any state st§ciation ﬁakesva loan or loans, secured.or'to be
 §e¢aféd, by 25 percent or more pf'thé cutstandin§'voting stoék'of a state
association, the ﬁresident or o;her‘chief executiﬁe officer of thé lending.:
Staté asséciaiion shall promptly_report,sucﬁ fac; to the depattméntlupon_
éﬁtaining-knowledgé'of’such'Ioan or loans, except that-no_téport need be made
in_thbse cases where the bo?roéer haskbeen-the owner of xécord of the stock »
fér a period:of one year of more or where ihe étocg'is that of the ntey”
‘organized insﬁitution prior to its- opening.

k; The repottéltequired’by pétagraph (37 of this subsection shail cdntgin.
‘such of ﬁhevinforﬁa:ion referred to in éarag:apn (£) of this subse;tiop,»ani
suc¢h other relevant,information, %s the department ﬁay require by fégglation
or by speaific reqguest in‘connéction Qi;h any particular report.

. 1.. Within 12 months after a changé_of coﬁtrol, é state ass&ciation snall

report promptly to the commissioner -any changes or replacement of its chiaf



executive dfficef‘og of ény director, including in the report a statemeﬁt of
the past and current business and proféssional affiliations of an? new chiefv
executiQe officer‘of diréctors.

m. This sectibn shail not apply to the following transéctions:

(1) Any transaétion subje§t to'regulation 563.22 of the rules and
regulations of the Federal Savings and Loan Insurance Corporation (12 CFR
563.22) or under the provisioné of ‘Article 13 of P.L. 1963, Chapter 144, C.
17:12B-198 et segq.) ‘

’(ii) Thne acquisition of additional shares of a class of voting
securities of a state association or person by any pe;son who has lawfually
acquired and maintained control of 25% or more of that class of votiﬁg

‘securitiés after filing the notice reguiréd under this éection;

> ‘(iii) The acquisi;ion‘of voting securities in good.faith in a

 fiduciary capacity,'except tﬁat in-circumstances described in subparagraph
(ii) of éaragraph (2) of subsection (e) of section 1‘0f this act, the person
iﬁ‘céﬁﬁrol of such voting securi;ies shall within 60 days of such acéuisition
provide the cémmissioﬁer with a_ﬁoticé containing the information specifiedbin
subsection‘(e) of this section and disposed of such voting'sécurities if th%
commiSSioner'objects to such control or.in situations where the fiduciary has
sole discretionary voting authdrity provide the c&mmissioner wiéh a notice
containing the information‘specified in‘sdbéection.(e) and’dispﬁse of such
sole votinglpdwer,if theicommissidhér objects tb such‘voﬁing authority;

(iv) The acquisition of voting securities, which would otherwise
require‘a notice under this section, in safisfaction of a debt previously
contrécped in gooé faith if the commissioner is notified within 60 calendar
dayé after;SUCh acquisitidn aﬁd the acquifing pérty provides any relevan:
informatiénﬁreéueéted Sy the commissioner;

~(v) The acqufsition of voting securities through inheritance or a
bona fide gift if the céﬁm;ésioner is notified within 60 calendar days after
such aéquisi;ioﬁ'and the aéquiriné party provides any relevant information
regueésted by the commissioner;

(Qi); The.acquisition of the perr to voting sécurities through
receiptvof a revocable proxy in'conpection with a proxy solicité:ion féf the
purposes 6f conducting'business'at é regular or‘special meeting of a state
aésociatiop or peréon‘ih control of a.state association, if the proxy

¢ :

ternimates within a reasonable time after the meeting:

N

_?_
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(vii) .Tﬁe reeeipt of yqting'securities through a stock dibidend 6; 
- stock -split if thg'propof:ipnél ihterest of the‘rééipient in a siaﬁe
..association or person ;n conirol of 'a state asspcia:ion remain,sgbstanziélly
'tne sane; ‘ - -
{viii) fhe acquisition. of voting securities aqquited in connectibn'
with the underwriting of Securities if 'such securities are helé only for §‘
‘peripd of ‘time as.wili permit the sale thereqf'oﬁ a re§sohab1e basis;
(ix) Acquisition by any corporation ‘the ﬁajority‘of the shares of
-which are .owned b; the Unifed States} ’ -
(x) Transactions entered into prior to the effective date of this
acts ‘ \ |
(xi)' ANy ttaﬁsa;tion for &hicﬁ the approval of the commissioner is
Tequired prior to consummation oﬁher-than puisuant fovghis section;
{xii) ngnsactions which the commissioner shall determine to be
exempt from the applicatjon'of this section; of
» (xiii) ~Acquisition by any compaﬁy which immediately brior to that
acguisition could be examined by the commiésionet puréuant to section 3 of
thiS'act, but in such case the commissio&er shall be notifiedeithin 30
calendar days»aftg:'the-acquisi:ion.
'5‘ ?nevfolloﬁingvfées shal} be paid to the éommissioner-forvthe’use of
tﬁe State. The feés shall bevin'fne'ﬁiniﬁumfamogn: indicated or in sﬁch
amount as provided Sy regulation of the commhissioner, which :amount shall not

‘exceed the maximum:amount: provided below:

Minimun Maximum
a. Filings pursuant to subéec:ion__i_
of section 2 , per item filed  $50.00 - $100.00
b. Filing§~putsuant to éubsection__jL_
‘of seciion_z_, per item files $50.00 - $100.00
'c. Notice pursuant to subséc:ion___jL_ .
‘of section_4_, . - L $625.00 - $2,500.00
4. Reguest for hearing ﬁursuént

to subsection__d of section_ 4 ' $625.00 2,500.00
e. Report required by subseétion 3 -

of section_4 - o _ © 850.00 ©'$100.00

f. Report required by subsection _k

§100.00

w
w
[}
“

o
o
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g.‘Report'zéquired>by subsection__ 1
of section 4 ' , : . $50.00 $100.00

h. Notice reguired by paragraeph iii

of subsection m_ of section 4 : $50.00 . $100.00

i, Notice required by paragraph iv
of subsection m of section 4+ $50.00 $100.00
J. Notice required by paragraph _v

of subsection m of sectibn.4. . £50.00 - $100.00

6. (New section) It shall be'unlawful, on and after three years from the+:

date of this .Act, for any state association to operate without insurance of
its accounts by thévFederallsavingsvand Loan Insurance Corporation as defined
in C.‘i7:12§—5(20) (hereinafter FfSLIC insurance").

' &.  Within one year of the effecti#e date ofvthis Act, evéry state
associatidn'shall,vas a condition tq operate in this state, apply for FSLIC
insurance.

b,. Any state ‘association which has failed to appiy for FSLIC insurancé
‘'within one yeér qﬁ the effective date of this Act, .or which hés’been denied &
‘commitment'fot FSLIC insu;ancg, shall,bwi:hin 90 days thereafter, begin steps
to merge with an insured association, §r transfe:,'séll or .exchang= in bualk
its}asseés,to gn insurgd‘associatiod, br a bankiﬁg institution as defined in
N.J.S.A. l7é9A-1; Liquidationbfbliowihg the(transfe:, saie or exchanée in
bulk §f-its asséts shall be managed and directed by the thereubon‘to ﬁe
dissolved.sta;e assqciation'§ board of directors in aqcordéncé with the
provisions éf C.17:12B-205."

é. A_s;ate’a;spciapion may apply in writing for an extension of ‘time to
obtain FSLIC'insutancé ofvto'consummaée a merger or bulk sale. 'The
commiésioner ﬁayfgrant one or more 90-day extensions of time, but no;
exceeding oﬁe year, for a étate éssbciétion to obtain FSLIC insurance or ceas=
its operations as herein p;ovided.

7. (Néw,section) In the event .that any state association shall failito
comply with this Act, the commissioner may take charge of the state
association»and pos;essién of all its assets; books and records, and continue
the operation ofvi;s businessvuntilbthe possession énd management shall be
r;eturned to its boaid,‘or until the associatﬁon shall merge,. be dissolved or

liauidated. »The'operation §f the state association by the commissioner shiil
ﬁe in accdrdance with thévprovisions of Aftiéle 12 of the Savings and Loan Act
of 1963, c. 17:12B-177 et seq.

-10-
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8. (New section) No state association shall be graﬁted é cha;ter by the
.’cbmmissipﬁe:‘on,or aftér tﬁe éffective date ofvthis.Act, unieésrihevétateiv

'assqciation'hasbobtained a commitmen:t for insurance of its accounts by the
Federal Savings and Loan Insurance Corporation.

9. Section 14 of P.L. 1963, €.144 (C.17:12B-14) ig amended tn‘tead as
follows: ‘

10. Contents of certificate of incorporation of a‘ﬁutualraésociation. The
Vincorporators shall personally sigﬁ a certificate of incorpota:ion,,which
shall state:

(1) Tne .name of the State association, which shall contain the words '

‘savings and loan associationl.]" or "savings bank S.L.A.". ~ The name shall
not be one already in use by another association_invthis Staté;,nor one soO
similér thereto as to deceive the public or lead to uncgrgainty or confusion
L vHA W se ’

and this. provision shall be subject to any lawlrestricting or prohibiting the
ﬁse gf the word "bank"™ or "banker" or "banking"; brovided,vhowever, thét any
association organized‘under this act may make representations describiqg its
powers, services ﬁr fqncﬁionskprovided for in ﬁhis act.

11, Section.224 of P.L 19€3, C.144 (C.17:12B-224) is amended to.read as'
follows:

224. can?ersion from Federal to State chartér; procedure.

Any Federal association may convert itself ipto‘an association of this State
with the same force and effect as though otigiﬁaily incorporated undeér .this
act, and the éroceedings to effect such conversion shall be as followét

{a) When in the judgment of the board of,suéh Federal association it shall
be .Geemed advisable for Fhe interests of its members thét thé same sﬁali be ‘
) converted into an association of this State, the board of ditectors shall
. adopt a xesélution to that effect.’ »

(b) After the adoption of such resolution, .a meeting of the members of the
-association shall be held upon not less than 10 day's writﬁen notice to the
~-‘1'ne1tk1ber:s.t>y mail,»postage prepaid, di:ected‘to their addresses appearing on the
bookgcof‘the association, which nbtice shall éohtain'a statement of the time, .
place and purpose for wnich such meeting is called. Proof by affidavit of
mailing of such notice shall be mailed to the Federal Hope Loan‘aank‘Boai&

r 'befofe the time of such meeting.
(c) At a meeting of the members of any such Federal associafion held as

provided in ‘paragraph (b) of this section, such menbare may by the affirmative

-11-
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vote of 2/3'05 the membézé'present either ;n person or by proxy, declare bf
resolu:ion‘tne determinaiion to cohveft tne assoeia:ion into an associé:ion of
this S£a£e.v A copy of the minutes of the prdceedinéé of such

meéting}of the members, verified by thé affidavit.of-éhe president or vice
president, and the‘secretafy of the meeting, shall be filed in:the office of
the'commissioner and mailed té the Federal Home 'Loan Baﬁk Bda:d, within iO
days after ;he date of such meeting.

(d) wichjnv30 days after the date of the meeting held as provided in
paragraph (b) and (c) of'this'sectién, a majprity of the board of such Federal}
associatién‘sﬁall subsciibé,'ackﬁowledge and deposit with the commissioner in
duplicate, a certificate which shall contain:

1. fhe name of the association, which shall not be so ne;rly like that
Cof Any other association as to decejvevfhe public{ and the words "savings and

loan association or “"savings bank S.L.A." shall form a part thereof;

i. The mﬁnicipality where it . is to be located and its business
transacted, which shall be witﬁin this state; ‘ .

30 0A Stafement that‘it is to operate as an association pursuant to
this act for the purposes stated herein;

4. The nahe, residencé, occupation and post office addreSs 6f each
officer ahd.diréctor}

S. Application for the apprpval of the commissionei to thé conversion
§t said aséociétion into an association bf thi§ state.

‘12. (New Section) Thé commissioner shall have the autnority to prohuigate
regulé:ibns neéeséary to carry oﬁt the purposes of this Acth.
13, (New Section) Upon. a finding by the commissioqer, after hbtice and aﬁ
opportunity to. be heard, of a viélation by any person of any of the prov;sions
vbf tﬁis’act,kor-any regulaﬁion or order of the commissioner issued pursuant
thereto, the commissioner may‘ordgr the person to cease any violations or to
pay a ci%ilvpenalty not‘in excess of $1,000.b0 per day for each day that the
violation has continued, or both, the penélty being recoyerable in a summary
proceeding under the "penalty enfo?cement law,” N.J.S. 2A:56-1 et‘seq.
14, (Néw Section) If any sec;ionror portion of this act shall be invalid
fof any reason, the.invalidity shall not‘affect'the validity of the remaining
' sections or portions of sections. |
~15g>(New section).This act shéll take effect iﬁmediately after enactment

into law of Senate Bill No. 2428.

-12-
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. .STRTEMENT

RS New Jersey's éavibés and ]Qan associations move intq an -era of
interstafe expaﬁsion, a regulatory system should be established in épder to moni&o;
the éétivitieé Qf'tﬁbéé entities that éontrol'stafe associations, as well -as té‘
ensure th;t’avsafe and sound savings iﬁdustrf is‘pfeserveé in Kew Jersey. ~To tnis
end, this bill sets forth iﬁcteased supervisbry,‘examﬁnation andvoversight
'responsibilities'of the Departmeﬁt.ofksanking in anticipation of thelpafticipa:50ﬁ
of our savings institutions in future interstate acquisitions, | ‘

The bill. calls for the Department to establish certain reporting
requirements, giveé it -expanded gxamina;ion and supervisory'au;hozity ovér‘entitieé
owning savings and loan assocﬁations in New Jersey, and increéses its oversignht of
aéquisitions which involve changes of control’éf stété—chartereé associations; ;ihe -
proviéions paralle} those found in the "New Jersey Bank Oversight and Change of
bcontiol_Acf' (P.L. iééf, c. 6), which was enacted in coijnction with the New
Jersey interstate banking law (P.L. 1986, C. 3).

.Sectibn 2 of the‘pill reuﬁires 311 companieé aﬁ@'individuéls that coﬁtrOI.S
savings and .loan association loqated in New Jezseyvxkegardless of‘whethe:ii:aisf‘
statefénartered or federally chattereé)*to‘fiﬁe_copies df'existing reporté with tpe;
Commissioner‘of'ﬁanking upon fequest and ‘for ﬁn£0rma;ion purposes. only. Section 3
p:oViées the COmmissioner:of Bank;ﬁngith examination authority over. all companié;-
‘whiqﬁ_controi a s;ate-associafion.

7 Séction'4 concerns the change of Eontrol'of & Sstate aésociation and
ﬁﬁbvides a méchanism whereby the Commissioner. of Banking exetcises appidva?
:ygﬁfhority bver’transaétions that wili resuit:in;a change of con:rol}of any staté'

Waééociétion, whether the .acquiring party is an individual or a.savings and loen

Qiding company..

Section 5 of the bill provides‘a fee schedule for the'filing; reports aéd
hotice reguired under the act.,

» ‘The balance ofbthe bill is concerned with preparing our gavings andé loan
associations so they can take advantage‘cf the héw opportuhi:ies fof growth ens
bdiversificégion that will arise as a resqlt of interstate expansion, . Secgions‘é
’tntougn 9 sets out & tiﬁe frame whereby all state associations must bébpar:‘of tns

Federal Savings and Loan Insurance system. 'Sections 10 and 11 acthorize state
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cha;té;eﬁ savfngsband ioan associa;idns.(whether mutuai-or capital stock
és;oéia:;ohs) to use the worcds 'S@viﬁgs_Bahk,_S.L.A.' in their names with &
vvdis:ihc:ﬁoh made to. their Status»aé savings and loap associations.

In summation; these piovisions are necessary.fo; the safety and soundrness
of our savings and loan industry id an era of iﬁcreasad acquisitions by individuals
and companies from New‘qersey énd from other states. The proviéions ére reésonaﬁ]e
and will not impose undue bu;déns or costs upon the industry, wpile,providing 2

effective measure of protection for the public.

it



~ MEMORANDUM

TO: Members of the Senate Labor,
- Industry and Profe851ons Commlttee
FROM: New Jersey Savings League
DATE: TFebruary 26, 1987
"RE: Senate Bill No. 2428

Regional Reciprocal Interstate Acqu151tlons
Among FSLIC Insured Financial Institutions

BACKGROUND

A number of states have recently enacted leglslatlon ’
authorlzlng and establlshlng condltlons for reglonal rec1prOCal
1nterstate activities among flnanc1al 1nst1tutlons. The 1nterstate
act1v1t1es authorlzed by such legislation are generally llmlted to}
-vflnanc1al 1nstltutlons of the same type w1th1n a "reglonal state."
Moreover the authorlzatlon to conduct such reglonal interstate
i act;v1t1es_1s generally trlggered only whenka speclfled number of
such regionalvstates enact reciprocal legislation. _Several'of the
states enacting such legislation have also provided.a natiocnal
trigger which would allow such reciprocal privileges to all states,
Under the terms of such legislation, a New.Jersey'financial |
institution could not acqulre or merge with a flnanc1al 1nst1tutlon'
located in a state whlch has leglslatlvely authorlzed such
1nterstate act1v1ty unless (1) New Jersey extends a rec1procal
pr1v1lege to flnanc1al institutions located 1n such other state,'(Z)'

New Jersey is a "regional state'" as deflned by the leglslatlon of

: le



Senate Bill No. 2428 -2- January, 1987

such other state; and (3) the'reciprocal privilege is extended by
- the specified number of regional states designated in such other
state's legislation. To date, at least thirty-five states have

authorized the conduct of some form of interstate activities.

NEW JERSEY COMMERCIAL BANK STATUE

On March 28. 1986' Governor Kean signed into law Senate Bill

No. 1467 author121ng bank holding companies located in another state

yw1thin the "Central Atlantic Region" to acquire or merge with, under.

certain conditions, banks or bank holding companies located in this

'_'State. Such acqu1s1tions would be permltted when in addition to New

Jersey at least three of the states located in the Central- Atlantic
'lRegion (Delaware, IllanlS, Indiana, Kentucky, Maryland Michigan,
-Missouri, Oth, Pennsylvania, Tennessee, Virginia, West Virginia,
IWisconsin, and the District of,Columbia) each of which has at least
20 billion dollars in commeroial bank deposits, haye‘reciprocal
‘legislation,in effeot. iWhenaat least thirteen states, in-addition
to New Jersey, of which:at least four are among the ten statesh
f(other than New,dersey) with the,largest amount of commercial bank
.deposits’haye reCiprocal'legislationyin effect, the authority for
‘interstate commercial bankhaoquisitions and mergers will be ektended
to any state or terrltory of the United States having reciprocal |

_legislation in effect.v~

1 1x
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Attached ‘as EXhlblt A 1s a. chart settlng forth the status of.'
vreglonal rec1procal 1nterstate flnanc1a1 1nst1tutlon actlv;ty |
legislation in eachvof the states located w1th1n the
CentraleAtlantic Region. Effectlve August 24, 1986 ‘Penns§1Vania
fbecame the thlrd state within thls ‘Region hav1ng at least 20 bllllon
hdollars.;n commerc1al bank depo51ts and hav1ng rec1proca1 reglonal |
interstate hanking 1egislation aUthorizing interstate banking

_acqguisitions and mergers with New Jersey.

Oanugust'S, 1986, the New Jersey Department of Banking
Commissioner,bMarYxLittlevPareil,.signed an Order'and,Determinationfd
- that‘as of AuguSta24,‘1986, three,states, name;yukentucky,vohio, and'
fPennsyivania‘had in,effect,reciprocal legislation With New Jersey;f
.Iherefore; as‘of‘that date‘section 2bof P.L._1986; Chapter 5‘(New
Jersey COmmercialibankdstatue)‘beoame-operative.d;A oop§'of that

jDetermination is"attaohed.as Exhibit‘B;

Currently, New Jersey does not extend such acqu;s;tlon or

merger authorlty to sav1ngs and loan- assocratlons or sav1ngs and

loan-holdlng companles of another state. The New Jersey Savings and

Loan Act of 1963 (N.J.S.A. 17:12B-1, et seg.) prohibits "Foreign
Associationé" fromltransacting "the business of a savings‘and loan
"association'Within this State," as well as maintaining "an office

‘within this State for the purpose of transacting'such.buSiness.”

23«
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_PROPOSED‘LEGISLATION

Senate Bill No. 2428 sponsored by Senate President Russo end
Senator‘Lesniak, as Well as fourteen other Senators as co-sponsors,
essentially mirrors the commercial bank legislation signed into New
Jersey law. The same»fourteen states and the District of Columbia
- oomprise the "Central-Atlantic Region." However, there are several

: differences) The primary one being, obviously, thatrthis
.,‘legislation would apply to a federal savings and.loan association, a
buildingvand losn, savings and loan,‘or‘homestead association‘or a
cooperative bank, whose aooounts ere insured by the FSLIC [an
“insured'institution"‘as:defined by Section 408(a) of the National
Housing Act of 1934, as amended. (12 U.s.C. 1730a)], a federal.
“savings bank whose accounts are insured by the FSLIC and ‘a savings
‘and‘loan'holding compeny. 1Another difference is that in addition-to
New Jersey only two stetes in the Central-Atlantic Region instead'of
three states (each of which has at least 20 billion dollars in
-deposits) havingbreciprooal legislation in effect would be needed to
‘provide the regionel trigger. As shown in Exhibit A,’there are only
two otner states within the Central-Atlantic Region having deposits
in excess of>20 billion dollars which now have reciprocal
llegislation in-effect permitting a Newaerseyvinsured institution or
savings and loan holding company authority to acqguire a similar type

institution in that state. Those‘twovstates,are Ohio and
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Penhsylvania. ~The third state which provides the regional trigger ,

for commercial banks in New Jersey, i.e., Kentucky, neither has

~legislation in effect or pending nor does it have sufficient

~deposits,tovqualify as a-triggering state.

As set forth in the commercial bank legislation enacted by New

Jersey, the proposed legislation imposes the followihg conditions of

eligibility on the out-of-state insured institution"or savings and

loan holding company to acguire a similar type institution in New

~Jersey:

1.

Must be lacated.in.aGCentral-Atlantic;Region state

which has reciprocal legislation in effect;

Must not be directly or indirectly controlled [as declined :

by Section 408(a) of the National Housing Act of 1934, as

~amended--see 12 U.S.C. 1730A attached as Exhibit C] by an

‘insured instituticn or savings and loan holding company

which is not located in a Central-Atlantic Region state;-

and -

Must have at least 75% of its total aggregate deposits (as

well as those of the savings and_loanvsubsidiaries of any
savings and_loan ho1ding company directiy or indirectly

controlling such insured institution, if any) ina

.~ Central-Atlantic Region state or sfates}
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The term "locatidn"vor "located" is defined separately for an
.insured institution and é,savings and loan holding company. An
iﬁsured-ihstitution would be located in the staﬁe in which the
amoﬁﬁt of aggregate deposits of all of the offices of such
institutibn in that Statevis greater than the amount of aggregate
deposits of all of its ocffices of such institution in that state is_
greater than the amount of aggregate’deboéits of all of its offices
in any one other state or foreign jurisdiction. A savings and loan
holding company would be locéted ih the state in which the amount of
_aggregatevdepositsvof all of its savings and loan subsidiaries (as
defined by Section 1b) is greater,than the amount of aggregate
deposits'of all of its savingsiand loan subsidiaries in any one
other state stéte or foreign jurisdiction. 1In order tb quaiify as
:an “éligibie" ihsuréd institutiOn or savings and‘ioan holding'
compahy under #1 above, the stats in which the amount ¢f such
aggregate deposits-is’greatest would have to be Centfal-Atlantic
‘Regioﬁ state haVingvreciprocal legislation in effect. To qualify
unde: #3 above,lthe insured institution or savings and loan holding
' csmpany wouid.ha?e to have 75% of its total aggregate deposits in a

Central-Atlantic Region state or states.

‘Section 2a of Senéte Bill No. 2428 provides further limitations
upon the’ébility of such eligible insured institutions and savings
and loan holding companies to acquire and retain control of similar

institutions in this State. At the time of such acguisition, the
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insured institution ot savings andrldan holding cbmpany would'ﬁgve
to be located in,a7Central-Atlantic‘Region state which has
reciprocal legislation in effecf. In additioh, thevinsured
'institutionYOr-savings and loan holding company in order to acquire
and retainbcontrol of a similar New Jersey financial institution
would have to have more than 50% of its total aggregate deposits
(including those-ofkeachvof,its'savings and loan subsidiaries, if
ény) invinsured institutions located in a~Centrai—Atlantic‘Regibn

state or states, each of which has reciprocal legislation in effect.

CONCLUSION

This bill would permit the acquisition of an insured New Jersey
‘institutiOn'by'an out-of-state insured institution or savings-and

 1oan holding company under certain conditions and>limitations oﬁly.

 As previous1y indicated, the failure to enact legislation in
New Jersey~permitting regional interstate savings and loan
. association mergers and acguisitions could put the savings and loan

association in this State at a material disadvantage.
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Revised 2-25-87 ‘ . ' ' :  Exhibit A
. ) : : CENTRAL ATLANTIC REGION '
(14 STATES PLUS THE DISTRICT OF COLUMBIA)

LEGISLATION PASSED N.J. N.J.

78x

, . COMMERCIAL ~ FSLIC INSURED : N.J. N.J.
COMMERCIAL FSLIC INUSRED BANKS IN. INSTITUTIONS NATIONAL  COMMERCIAL  FSLIC INSURED
BANKS _ INSTITUTIONS REGION IN REGION TRIGGER BANKS INSTITUTLONS
'DELAwAkE : NO NO NO : NO - NO. v NO . NO
'ILLindls" _‘, ~YES S o NO - NO o NO NO - NO
INDFANA , . YES PENDING ' NO . NO °. :'~ 4 NO N NO
| KENTOCKY - . YES - NO . NO “NO o YES ‘7_15_36 ’kkuo
1‘MAR¥LAND - YES PENDING ~oNOL kNOTF o . NO _ ' NQ; E NO
:MICﬁIGAN C s S yzé 3 " NO N0 > CYES 10510—66 ' 10-10-88
M;sSouni ' Cyes v -~ YES NO | o >y6  I o NO. NO
VNEw;gERSEv o YES ~ PENDING . YES - - YES ' | YES - YES YES
. 6n19 L »fESY L xﬁs v; CYES vEs - . | | ;fryhs lo-16-88 10_1;_937
éENNSXLVANIA , YES ‘EENDING : YES YES ; »" YES 3-1-90 - “NO
'_TEN&ESSEE YES | . YES | NO w0 - N0 No© .. No.
.VIRgI&IA ' _YES w0 . NO w0 : f_‘ ’ 36 . ‘ NO | Mo
W?ST VIRG?Nlé‘ B " wo L NO s - 12-31-87 12-31-87
wichNsiu | YES - ¥Es o w0 ”:'No _ o | N§ NO | _NO -
: vDISTﬁICT OF , _ S T o |
. _¢oLu§B1A YEs . YES o o w0 .- nNO NO

~ NO



|  EXHIBIT B
| STATE OP KEW JERSEY '

DEPARTMERT DF BANKING
"TRERTON

DECISION AND DETERMINATION
OF RECIPROCITY PURSUANT TO
PUBLIC LAW 1986, CHAPTER 5

New’Jefsey Publi? 3awU1986,’Ch$pté:’5, pe;ta;ning'to
’intérﬁtate_acéui§itions by bﬁhk holéing companieé, enactéd‘bn,MaICS
2B,w19867"§:6vi6es,£bat it shallvﬁake effe;t“én'thek30th*ﬁay aftér
enactment;ﬁui that Sectipm‘z the:eof.éha11 remaiﬁ'ihpperati§e~nntil
 the'Coﬁmi$siongr éfnsapkiﬁg‘ﬁetermineS'that ﬁhe numbe::o£ eligiﬁie
S£ate$; as éefiﬁéﬁ in ang :eguireﬁ,by Sec:ibn l/(f)‘the:éDS,Ahas .
been égtaﬁlished and until the énactmént'bf-Sehate:Bill No}fl465‘$£
‘1985, Pu:suant,to'the'feguiréﬁénts of said ﬁtétute, : heieby issve

+this Drder and Determination.

I specifically make the following fincdincs:
(1) . On avoust 24, 2986, the condition for establishment cf

*elicible states® in the Central-atlantic Region imposed by Section

1.£(1) is met. That condition defines "Clicgible States" as: ‘any

u

state in the Centrazl-2tlantic Region, when at least three of those

[J I

stztes (in 26&ition to New Jersey), each cf which have at least

-
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1520,000,000;000.b0 in commetcigl bank dépésifs, have reciprocal
legislation in effect...? Three states‘which will have in éffect
‘reciprocél'legislatioh with ﬁeu Jérsey as-of August 24, 1986 are:
a. Kentuckvy ; which,enaCted a law on Juif 13, 1984
authorizing recip:oéity with New Jersey'as of July 13,
1986 [kehtucky Rev;sed Statute, chapter 287, KRS
287.900). Kehtucky's commercial bank deposits are
over $20 billion - $23,754,034,000 on 3/31/86 per

Federal Deposit Insurance Corporation data;

b. gbig‘; which enacted a law on October 17, 1985
~auth§:izing reciprocity witﬁ New Jersey on that date
ISectioﬁ 1101;65 Ohio Revised Code). Ohio's
commércial bénk depositslﬁre over §$20 billion -
$63,734,544,000 pn 3/31/86 pér Federal Deposit

" ‘Insurance. Corporation data; and

‘c; »Pennsvivania - éhiéh‘enéﬁteé a law on June 24, 1986
' autho:izing‘réciproéity with New Jersey as of august
24, 1986 IP.i. 1986 No. éSJ.- Pennsylvgnia!g
commercial bank deposits'ére over §20 billion =
1593;215,127,oo§ on 3/31/86 per Pederzl Deposit

Insurance Corporation datz.

(2) ~ Senate Bill No. 1466 was enacted .on ¥erch 2€, 1986 as
Public Law 18986 Chaﬁter 4o

2



'NOW, TEEREFORE, IT IS, on this F4 day of /ﬂaaad7",' -

1986, DECIDED and DETERMINED THAT:

1. As of August 24, 19BE, ‘the states whith will coﬁprise

*eligible states,* as defined in P.L. 1986, Chapter 5,

Section 1, are: New Jersey, Delaware, Illinois,

‘Indiana, Kentucky, Marvlang, Michican;vMissou:i,'ohio,

Pennsyvlvania, Tennessee, Vireinia, West Viroinia,

wisconsin and the Districtigi Colﬁhbia;'and

2. AS of Auvgust 24, 19BE, eligible states which have

reciprocal legislation in~éffe:t,bas defined_ian.L.~

1986, Chapter 5, Section. l, are: Xentuckv, Ohio and

Pennsvlvania; and accordingly,

3. AS of August 24, 1986, Section 2 of P.L. 1986, Chapter

5 shell become operztive.

AZi iNTERESTSﬁ PERSONS ARE EERERY ADVISED tﬁat regulatioﬂs
will be issﬁed pﬁrsﬁant.tp.P.L..IQBE; Chapter 5, Section 2.2. for
’ éhforcemep: of the conditions of tﬁat.subgecticﬁ. FURTEZR, all
pé:sons making transactions angd thefeafter controlling banks located
in New Jérsey’pursuant to P.L. 1986 Chapter 5 Section 2 are reminéeeﬂ

that thev are required to comply with zll applicable provisions of

-
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