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SENATOR RAYMOND LESNIAK (Chalrman) ‘ I 'd like to call the}
'hearlng to .order, and call Mr. Herman Suenholz from the Flrst Jersey{
‘,’Natlonal Corporatlon._ , : ; L
'TIHERMAN SUENBOLZ- : Cha1rman Lesniak, Senator - O Connor,,‘Senator

- Cardinale, my name 1s Herman Suenholz, and I am Vice Chalrman of First

- Jersey National Corporatlon and Pre51dent of its: lead bank in Jersey -
'Clty, New Jersey.  The Corporat1on has branches 1n 16 count1es 1n the
xState of New' Jersey. ‘ : ’
I would like to address the concern that has been ralsed by -
those Who‘suggestrthat the two largest bank—holdlng,ccmpanles in New .
- Jersey need to expand to survive the onslaught;of‘interstatevhanking.;
‘I think it has already been submitted to the Camittee schedules that
* show the‘ranking:of the two banks inhNew Jersey,fand I1'd like to'point'
out  the relevant size in the proposed regionalt district that's
‘.contalned in S-1466. : . L N R o o
Flrst of all, -First ‘Fidelity"and. Midlantic are ‘already
significant players in the reglonal group, which is part of the current
_interstate blllbbefore you. . The two oanks rank among the top 10 banks
‘in the region. As a matter of fact, if the two- money center banks in
'Chlcago were to be removed fram that. group, First Fidelity would rank7
fifth and Midlantic would rank elghth in the reg1on. ‘Nationally, these"
two banks rank 32nd and 39th in the entire country out of approximately -
15,000 banks. I think those are June 30th figures. I‘think‘at year
, end, if. I m not m1staken, I thlnk it's 35th and 39th, respectlvely.,
Related to the. 1ssue of growth, it's important to know that »
‘any cap on ‘bank-holding company acqu1s1t10n would not limit size.
‘First Fidelity -and Midlantic can grow through" marketlng,. through
expansion of their current services, and as First'Fidelity has‘shown
recently, through expan51on “into - the '1nterstate ‘market.  So the

question is, if the two large banks in the reglon are already big, why‘i

the rush to allow for further concentratlon of the banklng bu51ness in

. New Jersey9 '

- That brlngs us back to the quest1on of whether it really is
~in the best public pollcy interest for New Jersey r1ght now to be

dlscu551ng leglslatlon that w1ll eliminate the cap 1n three and a half
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'years due to a perceptlon that Flrst F1del1ty and M1dlant1c need to:g_'

grow blgger. CIf we concentrate just on- thlS one aspect, I m afra1d

*we re gomg to lose s1ght of the fact that e11m1natlon of a cap. in:

o three and a half years could be devastatmg to the bankmg system that»_

o we. know 1n New Jersey because of the 1nfluence that will allow for =

’ out—of-state banks to come in and gam domlnatlon of the market ‘
I would pomt out that the 15 states that are in the proposed

o ‘_> '_reglon--' There 1s one state - New York - that 1s consp1cuous by its

‘,‘-'absence,, and 1f New York has been left out of th1s reg1on, 1n the:'.

1nterests of the 1ndustry and the State to see this 1nterstate bankmgf‘
: ‘evolve, rather than ‘be overwhelmed, I don t thmk three and ‘a half .
-years is’ gomg to- change that. p1cture very much ' _ ‘
‘ | v We have grave reservatlons about the lmpllcatlons of S-1466.r o
; i\We request that thlS Comtnlttee not tie that bank cap- b111 mto_'

e 1nterstate and over51ght because of the serlous publlc pollcy 1ssue of

the elmmatlon of the cap., -By ty1ng the issues. together, you’ w1ll be

E -g1v1ng other leglslators the percept1on that the only way that:

o : 1nterstate and overs1ght can- be enacted 1s to have it hooked up w1th~ _
" mthls one cap b111 We don t need the cap to pass 1nterstate and

‘ over51ght - 'The 1nterstate blll has 1anguage that says that even 1f the, -

i b111 is 51gned into law, it w111 be 1noperat1ve untll the Comnlssmner

of Banklng determlnes that there is a reglon developed that is in ‘the

¢ best 1nterest of the State of New Jersey This will take several

.-months s1nce Pennsylvanla has not even passed thelr law, so_ we have
v,t:me. L o . ' S .

- We also have tJ.me to serlously debate the publlc pollcy‘ -
' ""questlons related to the cap issues. }If you - tie _all the bills

"*together, the Governor has no ch01ce but “to “hold -up "'interstate and

overs1ght, should there be a problem or condltlonal veto needed ‘with
»the cap 1issue. That 1s why we support 1eglslat10n 1ntroduced by -
v Y'Senator Edward 0" Connor - S-1658 and 5-1659 —- to allow for separate |
;:cons1deratlon of these two 1ssues. Each w1ll have a profound effect on

» ’the future of banking in New Jersey. :

, , Thank you very much.- I apprec1ate the opportunlty to submlt '
~+ the’ test:.mony to the Commlttee. B

o



SENATOR LESNIAK ' ‘Senator ﬁO'Con’nor,» .do you . have . any
' questions? o - | SR |
: SENATOR O'CONNOR I have no quest1ons. ,
 SENATOR LESNIAK Senator: Cardlnale'>
SENATOR CARDINALE No questlons. 3
'SENATOR LESNIAK: Thank you very much.,
" MR. SUENHOLZ. Thank you. ‘

‘SENATOR LE:SNIAK " Richard Ober, Senlor V1ce Pres1dent of
United Jersey Banks” ‘Is this all of your testlmony" I_ hope there are
~a lot of charts in here. , (laughter) S o
' RICHARD F. OBER, .er;._:" My name is ‘Richard F. "Ober, Jr. I am Senior »
Vice VPreSident,_ Corporate Counsel, and Secretary of United Jersey
Banks, which owns eight banks, »-»in’clud'ing the largest- State-chartered
bank located in New Jersey. . ' o e e :

Chalrman Lesnlak, Senator o' Connor,’ and Senator Cardlnale, I
apprec1ate the opportumty to appear before your: Commlttee today tov
“testlfy in support of Senate Bill 1444, and in opposltlon to Senate
,,3111 1466. | o i
‘ As Senator Cardlnale raised quest1ons about the background of
other people testlfylng, I 11 brlefly mention that I've been Corporate
'Counsel of United Jersey s1nce 1975. I served as Chauman of the Bank
- Corporate Counsel Committee, a nat10nal organlzatlon - of in-house
counsel, 1mmed1ate past Chalrman of the Banklng Law Section of the New,
Jersey State Bar Assoc1atlon, a member of the Lawyers Committee of the
Association of Bank Holding Compan1es, and the Legislation and Taxat1on '
Comrnlttee of the New Jersey Bankers Assoc1at10n, although, of course, I
"do not: speak for any of those organlzatlons at this time.

With regard to the areas of economics and antltrust, T
graduated frcm the Woodrow Wilson School of Public and Internatlonal
Affalrs, a classmate of Senator Bradley. That included a major
economic component, 1nc1ud1ng Money and Banking frcm Professor Burton
Malklelv, who served on the President's Council of Economic vAdv1sors, .
and Antitrust Law at Yale from Robert Bork, who was subsequently -
‘Sv'olicitor General of the United States. | - '
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We have been accused of pursuing the s_s‘el.fish interests of the
~financial 'o'rg'anizat‘ion that we work for. That's true, of course.
That s what our shareholders pay: us for. ”But I'feel V'ery‘strongly that
we re on the rlght side of this issue when it comes to cons1der1ng the
1nterests of the consumer and the small bus1nesses of this State. 1It's
- pretty. ba31c that allowmg banklng canpet1t1on to be reduced to two
- ' 1nst1tut1ons w1ll result in monopollst1c behav1or, lower rates on

depos1ts, and hlgher rates on loans. - And, don't expect the Federal -

'ant1trust laws to protect compet1t1on in New Jersey. Tne Federal
' regulators use market def1n1t10ns whlch 1nclude a large part of our
State w1th1n the Greater New York and metropol1tan Phlladelph1a market
areas. L ’ . '
o I'd like to speak *tb three points on behalf of Senate Bill |
_-1.444: Flrst, the public beneflts of the bill for the bus1nesses and

‘consumers of ‘our State, second, the p051tlons taken by the courts, |
leglslatures ,in .other states, 7 and bankmg éxperts = on ‘the"
approprlateness and validity of" l1m1tat1ons, and third, the effect of
this bill on pos51b1e changes in the New Jersey banklng structure as a
‘result of interstate banking. - | . _ ’

We believe that the 1ntentlon of the Leglslature back in 1969"

was . to ensure -that no commerc1al bank by acqulsltlon -— and I

underscore that phrase, acqulsltlon —- should be allowed" to contlnue to
- acquire its competitors in the banking bu51ness once it had reached 20%
or one-fifth of the ‘total" cammxtlal banklng dep031ts 1n this State.'
‘ Remember, our larger brethren can continue to grow by openlng “hew
B branches, by better advert1s1ng, by lower loan rates. The purpose of
the l1m1tatlon was to. assure the consumer seek1ng a mortgage or a car
'loan, a small bu51ness person seeking f1nanc1ng to expand a garage from_
»two to four. bays, that he or she would have at least flve ch01ces among
the New Jersey commercial banks.v : :

o You will hear testlmony that the State needs one or two
banking glants.,vI»couldvnot disagree more. What happens if there are
only two organizations in town"and;one of themfdoesn't make loans to
gas stations this week, and'the local nanager of the other bank isn't.
-ghappy w1th how you serv1ced his car the week before, -or has one of your

_ competitors as one- of his big cllents° You're out of luck.



First Fldellty already has a dominant market "share 'in a |
nunber of counties in this State. - »F.i’rs_t 'Fidelity', " based . on 1984
-figures, had_4‘8% of the“deposits in Essex County, 36% in A,tlant_ic:_
County. 34% in ‘Hunterdon ‘C-ounter', ‘and 31% in Burlington. With ‘their
. acquisition under the loophole in Gloucester County,‘ they have obtained
'51% of the deposits in that ’Countyvby buying the largest bankmg
-organlzatlon in ‘that County. The Morris \County Savings = Bank

wacqu1s1tlon will give them 32% of the dep051ts in " that County. - That

) will give them over 30% of the ‘commercial bank dep031ts in sixﬁ
counties. No other banklng organlzatlon in the State has over 30% in

-~ more than one county. I would point out that these acqu1s1t10ns don t

‘increase jobs or banklng convenlence. First Fldellty had acqulred

several branches in Gloucester County in the last few years, and has‘ o

. yalready closed three existing branches in that County. -
' The banklng 1ndustry in the State of New Jersey is already v'
' substantlally concentrated compared to other major 1ndustr1al states.'
xNew Jersey was. the 20th most concentrated of the 50 states and the
" Dlstrlct of Columbla, when ranked by the percentage of commerc1al
dep051ts held by the two largest banklng organizations, based on 1984."
-figures publlshed by  the Federal Reserve Board. That table is attached’-
as Exhibit B in your attachments.» EEECHERN ,

There are states showing greater concentratlon than New'
Jersey that s only 20th, but those states include many sparsely
»populated ‘or geograp__hlcal,ly \ small states, ,includi'ng Rhode Island,_

Hawaii, Nevada, Arizona, - Idaho, District of Columbia, Connecticut,

Utah, South Dakota, Maine, Alaska, and 'Montana. . If these are

el].mmated, New Jersey ranks eighth in degree of concentratlon.'
Fortunately, at this point, New Jersey ranks 33rd in the five-bank
concentratlon percentage. "That's a pretty good ranklng, T think. ~ But, .
passage of S-1466 would undoubtedly reSult 1n 1ncreased concentratlon
"and reduced competition.

' - Qur opponents have suggested that a Cap Law is archalc,ronly i
_seven or eight states have such a law, none of which are 1ndustr1al
states. I would point out that both Ohio and Indiana now ‘have depos1t‘
caps; I certalnly consider them as industrial states. Even with the -~



K Cap Law, we are well up the ladder in the two—bank concentrat1on. Many ,
of ‘the other states whlch do- not have depos1t Cap Laws have other forms

- of 11m1tatlon on concentrat1on., Our ne1ghbor, Pennsylvanla, 1s years .

hlbehlnd New Jersey, it only. moved fran contlguous county branchlng to
: phased statew1de bank—holdlng cdmpanles 1n the last three. years. There
is- Stlll an acqu1s1t10n 11m1t of four banks untll 1990, and also a -
t:llmltatlon to blcontlguous county branchlng. There are st111 a half:

i '_dozen states whlch don t ‘even allow a bank to have a branch — the

-'so—called un1t banklng states.r IllanlS was a un1t banking state until
“recently., You can 'be assured that most of the states~wh1ch;are less
' concentrated than New: .Jersey, 1nc1ud1ng many 1ndustrial states,'ﬂup
"untll recently, have had some form of 11m1tatlon on concentration. B
7 " Paul " Volker, Chalrman of the Board of Governors of thel
‘Federal Reserve System, in testlmony on the issue of 1nterstate banklng
April. 24, 1985 ‘before —a Subcommittee of the House of
Representatlves, suggested that, "To forestall ‘any. substantlal rlsk of
: excess1ve concentratlon, "the Federal government may , "permit, or even
ybencourage, states to set llmltat1ons on the proportlon of banking
 assets or - depos1tory 1nst1tutlon assets w1th1n thelr own borders that_'
: could be acquired through anUISltlonS or mergers of . 51gn1f1cant size.
nSpec1f1cally, such acqu1s1t10ns could be denied if the resultant
,1nst1tutlon would hold more than, for example 15 or 20%, of a state S
banklng assets.“ ,I ve also attached to my testlmony Attachment - D, a
‘ list of other academlc authorltles,' 1nclud1ng the former A551stant '
.7Attorney General- of the Unlted States in charge of the Antitrust
' D1v1s1on, whlch support 11m1tatlons on banklng market shares. ‘ ,
‘ I submlt to you that th1s reductlon in choices is not in the
'1nterest of the. consumer; it's not in the 1nterest of the bus1nessman,
, and flnally, it's not in the 1nterest of the government ‘of this State.
The same 11m1tatlon 1n number of ch01ces will apply to the countles,
“the ‘school boards, the State agencies, and the Treasurer of the State
of NeW’Jersey.when‘they go out to'sell bonds or to obtain competitive
bids on deposits._ They will only have a few ch01ces, and if that's not
a monopoly, 1t S pretty close - to it,



By the way, I would like to correct a mis—impre531on that

S Mr. Van Buren may have glven - that the two largest banks handled the L

"early Meadowlands loans by themselves. Unlted Jersey' was a- full
"one-third participant in those loans. :

~ The fact that there was a serious effort by these two
_1nst1tut10ns to ‘push- thelr p051t10n through the Leglslature in the»
clos1ng days of the last session w1thout publlc hearings reflects their'
- already 81gn1f1cant power in the State.

I thank Chairman- Lesnlak for this opportunity to put forth,“i:’

i\our views, ‘and urge that each nember of the Committee con51der ‘the

political, as well as economlc, 1mpact of allow1ng one or two finan01al )

‘1,1nst1tut10ns to dominate thlS State's banking scene. Many of you are
doctors, lawyers, or other small_bu31nessmen, just_like thatfgarage
owner I referred to before. Wihen you need loans, you want the best
" rate on your dep081ts, and good service.  Your choices wQuld be
':narrowed, too. o | .
_ oIt has been suggested that new bank charters would malntaln
| choice to the publlc. Thls may be true for 1nd1v1duals, but small new

banks will not be able to serve the needs of - the m1dd1e—market
»bu51nesses or of the State and its polltical subd1v1s1ons.

I would point out tbat the Leglslature can assure the”
independence of its larger financial 1nstitutions in the era of
interstate'banking by amending Senate 1467 to prohibit the interstate

,acqulsltlon of New Jersey 1nst1tutions which reach the cap limit. The_
second sentence of Section 2.a.(3) of Senate 1467 is carefully written
to assure that institutions over the cap can be acquired However, Il
suspect that First Fidellty and Midlantic do not wish to assure their

, continued 1ndependence sufficiently to support such a change, as the1r 3

attorneys actively part1c1pated in the draftlng of this section, which
assures their ability to be taken over.

I have attached as Attachment G a section analy51s of the two
81m11ar blllS,vwthh p01nts out varlous possible loopholes in '$-1466.
I'1l mention only one at this time, and that is, where is tne‘logic.in
including all types of depository institutions —- banks, savings banks,l
and savings »and'vloan associations ——l in the so-called denominator,

W



because there 1s an 1ncreased degree of dlrect competltlon among them: v
in the marketplace, and excludlng the savings and loans fram the
| numerator” ‘This would allow one depos1tory 1nst1tut10n to gam -an
enormous market ‘share by acqulrlng savmgs and loans. = '

I would l1ke to - br1efly address the issue of comprom1se,

«wh1ch was ralsed in the questlonlng of Comm1s510ner Parell - As was_
',stated then, the ch1ef executlve of Flrst F1de11ty gave spec1f1c' B
deposut numbers for 1986, 1987 and 1988. I've analyzed the rate of |
---*growth of dep031ts of commerc1al banks, savmgs .banks, and savmgs and
‘loans over four years, three years, and two years, and that 1s »
: Attachment Fo Taklng the lowest of these growth rates of depos1ts,»
o ,whlch ranged from 12. 9 to 13, 1 over the next three—year per1od First
Fldellty could ‘grow to - 1ts stated needs w1th a cap of 13.4% of all
'_dep051tory 1nst1tutlons in 1986, 10 6 in ,'87' and 9.7 1n '88,
- . The: Comnussmner, in response to a quest1on, 1nd1cated that
. hlgher caps were necessary, but those calculatlons assume no growth of
. vdep051ts 1n New Jersey over the next three years, and _that s ,’an
_v unsupportable assmxptlon.p ' RN ' - -
- Although one or. two percent seems llke a small number to be
“qulbbllng over, one percent amounts to a billion dollars at th1s pomt
in tlme. - Over the ‘three.-_-year perlod_ proposed the  deposit cap in
'S-‘1466’, 'assu'm'ing normal, growth in the deposit base, would ‘allow“F'irst ;
F1del1ty to acqulre 9. 3 bllllon in deposits, or v1rtually double -in
size. How b1g is $9. 3 billion?- Well,’lt means that First Fldel1ty
“could acquire f1ve of the e1ght banks on the chart included in the
~ attachments of the 10 largest, and be. w1th1n the cap. And, Midlantic

could acqulre the other three., 'I‘hen you' ‘d be: taleg about two '

commerc1a1 banks in the State w1th more than one and one-quarter

- bllllon dollars. That really narrows their choices down. What happens

v«1f they dec1de to sell out 1n 1nterstate bankmg, as thelr lawyers have
carefully paved the way for? - No cho1ces. , ,

My final statements, Mr.. Cha1rman We have appeared before

you today in  good falth - However, I would pomt out that the

" 1nst1tutlons behlnd Senate Blll 1466 have taken the position before the

. ’,‘ .Federal government that ‘this Leglslature has no Jur1sd1ct10n over this

W



- subject. - First F1de11ty f11ed a memorandum of law before the .

Corrptroller of the Currency 1n the Gloucester County aoqu151tlon,'

taklng the pos1t10n that the New Jersey Leglslature cannot pass any law
whlch would be appllcable to the merger of two national banks 1n New
'Jersey. It is thelr pos1t10n that any Cap Law is totally preempted and
‘ superseded by F‘ederal law. , y_ |
I quote from Page 2 of that memorandum. "There is simplyno
'rocm for the super—:.mpos1t10n of another tier of analysis or morei :
'strlngent standards under state .l_aw.?'_ I quote agaln: "Thus, even 1f =
'-protestants," — that's us — "could' persuade Vthe New Jersey

'Leglslature to change State law so that th1s merger could fall within

its osten31ble reach, as it does not now, " the effect would be
frultless, _ smce the standard - whatever 1t mlght be —-- has been'
'preempted in its- appllcatlon by a dlfferent, comprehenswe, Federal
'mandate." ; . » Lo EERN }
I their cover ‘letter, the”"attorneys for First Fidelity

‘stated, and I quote: "We subm1t, however, that no rejiggering of New

Jersey Cap Laws, or the llke, could have substantlve effect. " I have ‘
copies of the cover letter and the memorandum marked as Attachment A‘
for the members of the Commttee and 1ts staff Needless to .say,.

v and our attorneys disagree w1th the pOSlthl’l taken by First Fldellty

w1th regard to State law.

Now, I guess if I was supportlng that b111, I d be a 11tt1e
unhappy that Flrst F1de11ty thmks 1t s invalid and 1llega1 I‘could
save a llttle time by not con81der1ng their blll. | o

That is all I have, . Mr. Chairman. ’ v .

SENA'I’OR CARDINALE: I have a questlon.  Earlier in your
statement, you 1nd1cated that-—» Well, you gave an example of a
" situation where there _was_ a merger -- an vacqulvsltlon --and  three
branches were ‘closed. I think the implication is that the public in
’ vt'hose areas was thereby being ’under-served Has» anyone s has your bankv
or any other bank that you know of, moved to open branches in these :
under—served areas? ' : ‘ o ‘
_ ‘MR. OBER: We—— F1rst, as to the J.mpllcatlon that they are
bemg under-served, that may . or may not be true from: the bank S pomt f,

-
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of v1ew - from any bank s p01nt of view — in determining whether that
‘area has grown as fast and has as much bu51ness as is necessary to make

a branch in that locatlon attractive.»‘ '
’ v' As to whether we- have looked at that area, we have looked at
- -all areas of the State, and have opened branches, have bought branches,
~-and have- sold branches.. As to Gloucester County, I cannot tell you
k'whether we have plans to open a’ branch where that partlcular branch was
,-closed,vbut.I would- have ' to say thatvfrom my‘point-of,v1ew, 901ng into
an area where one bank already ‘hast-more’ than 50% of deposits by
acquisition, it is a- very tough narket to break into. It[is:a less,.
attractlve one for that reason. A _ P :
| SENATOR CARDINALE: Why is that s0? I think the whole
implicatlon here —- I'm trying to underStand it — is that the consumer
is 'somehow being under-served or disadvantaged .by the size of one
company —- whatever vcompany‘ that ‘might be. - And whether they ‘are
selling oranges or'they are Cpening banks, by the policies that are
r'thereby generated, we have free entry 1nto the marketplace.- Certainly,
_:there are many other banks whlch are smaller and which would similarly
like to grow. Why would the public continue to be under-served in any

i,,particular area, if the economics were such that a branch could be

viable in that area?. What does the - 51ze of another 1nst1tut10n have to
rdo with;that facto‘r'> L o .

' ‘MR. OBER: There are two aspects to that. * First, I believe I
did. 1nd1cate ‘that - 1t was quite possible that as far as branches opening
new banks -- that new bank charters-- That at the consumer level, if
you[haVe‘a very attractive‘market area, that theibusinessmen of that
area might open a new bank, which might very well be viable. But, in

terms of the business loans“whiCh are beyond the capacityb of a

. brand-new institution, 1t. will ‘be some period of time before that

1nst1tution - before a new 1nst1tution - will be able to serve those

" needs. - : : _ .

On the secord 31de, I need go no further than- Dayton, in my

, own Townshlp of South Brunsw1ck, where there is a Heritage Branch

:directly across the -street fram a Midlantic Branch. Last year,

Heritage acquired Mldlantic. Before that acqu1s1tion, I could walk in-

10



'h_the two bank branches in my nelghborhood and get two rates for car[~'n

loans. : . Lo : . -
. SENATOR . LESNIAK~ That's news to Bob Van -Burenj.-e‘ that -
Mldlantlc acqulred Herltage. ]' o o R
MR OBER~ ~I'm sorry If Iﬂreverselthat-- ‘ I apologiZe.‘s
(1aughter) B C SRR o

SENAIOR.LESNIAK Somebody ought to tell him. »
SENATOR O'CONNOR: A Freudian Sllp. (laughter)‘ .
 MR. OBER: Absolutely. B
' SENATOR LESNIAK: I'm sorry. Go ahead. | |
" MR. OBER: No, sir. ‘That's correct. . Thank you. . But before,
I could get two rates on my IRA, or two rates on car loans.'»Now/f

there's one. I don't know what plans they have for that branch in the
future. They may sell it; they may close it. But, there is certainly '
one less choice within reasonable dr1v1ng distance in my townshlp.»

| SENATOR CARDINALE: That's my whole point. It is that I can
: accept the fact that those klnds of situations have occurred What is
the puzzle to me is why, 1n a free market, people, 1f there.is a need
of the bu51ness people '—— -and we have other business people in the
~ State =~ why they are not filling that need7, I suspect that part of
the reason - part of the impetus —- behlnd these mergers is to create
econom1cs in operatlon whlch ultlmately would have to re-down to the‘
‘public beneflt, because 1t would seem that the larger 1nst1tut10n,
‘perhaps,rls in a better competitive position and can do more for the
_publlc, and thereby attract the bus1ness. o ' .

‘ "MR. OBER: Let me speak to the latter first. There are no
economies of scale in banking. - The most profltaole 1nst1tut10ns, as I'
believe the CommissiOner of Banking said, are the ones of $100
million. * The blg—money center banks in New York eatn half of the
prOflt margin on the1r assets as First Fldellty, or United Jersey, or
Mldlantlc, or any of the nedlum—51zed banks.‘ So, there are not 901ngv

to be trlckle—down ‘benefits in terms of hlgher 1nterest rates on

dep051ts and lower 1nterest rates on loans by a »largei number ‘of
acquisitions. ' ‘ | ‘
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As to the second pomt, as to why doesn t somebody come in in
‘a- free—market economy, with' respect to. anythlng above what a brand-new
- bank openmg door can ‘offer -- cash management serv1ces, letters of
credlt, large busmess loans — that new bank cannot come in. And, the
’questlon you should properly ask: Well, why doesn t United Jersey move
'_vin: th’eré" ‘The answer would be that there are certain econcmies in the
: upper tier of marketlng when you' re trylng to market a statew1de
program. Some of the smaller banks 11ke Montgomery Natlonal, which 1s
_here today, have a market area that they can handle very effectlvely
‘b_w1th local advert1s1ng. If you want to go on telev1s1on to reach the
executlves of Johnson & Johnson or Campbell Soup —— somethmg like that =
- that is an ‘enormous expense, and you don' t very often exercise that
B k1nd of expense when someone “already has more than half of the
. marketplace, because you re. bangmg your -head against the wall
v ,SENATOR_CARDINALE ~ You just ralsed one other question, and
then I'm govirxg to-‘-v I won't even make it as a questlon. I don't want'
to prolong the v.hearlng. o But, I would have to observe that I find |
| .‘really 'd’iffic’ult to'bel'ieve — and I have no reason to doubt what you
I said about the stat1st1cs -- that Flrst Fidelity and Midlantic are
,asklng essentlally for the authority to become . larger so that they can
make 1ess money. I f1nd that is a dlfflcult concept to accept. ‘
, SENATOR LESNIAK It may.,be less of a margin. - It may be less .
“of a margin. _ v | | | ‘ -
: MR. OBER: -Less of a r'riargin’. . More gross profits - no
guestion about that. L N ' Ry
' ‘, SENATOR CARDINALE: If that were really true,‘ we should' have
- "lots - of people wantlng to open smaller institutions and have that -
v‘market. v ’ ‘
" , SENATOR LESNIAK: May I just “ask - one ‘question? Does the B
Lesnlak blll come w1th1n Volker' s parameters? Didn't you testify to.
that? Sl | -
~ MR. OBER: My calculations — and I recognize that different
- people will differ as to IStat_istics -- if applied to the commercial
banking assets— L B o '
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SENATOR LESNIAK: No, Volker didn't make a distinction
~ between cammercial - banking assets and savmgs banks. He said, "B'anking '
assets." - . , - .
- MR OBER:'_ Well, maybe I misread the implication of - his
speech. He said-- ‘In the first part, he sald, A cap on banklng
assets, parens, “(or dep051tory institution assets) M

| SENATOR LESNIAK: Okay. | | S
MR‘ -OBER: " :And, if- there is-a dlfference between banklng
: assets and dep051tory 1nst1tut10n assets, and 1f} you have both,
assume he meant - there to be ‘some dlfference.'v I would have to read
banking assets 'as the assets of institutions chartered as ban‘ks, 'a‘nd
dep051tory 1nst1tut10n assets as 1nclud1ng thrifts and perhaps even
~ credit unions. Then he goes down in the paragraph and he says,,

"Fifteen or twenty percent of banklng assets." Therefore, I would /not

1nterpret that as including all depository institution assets. | _

SENATOR LESNIAK: Well it appeared to’ me llke he, in ‘the
flrst part of hlS statement, meant to 1nclude both, and that' s why he
,mentloned both ‘ ’ . '
OBER- It was "or," not "and. . S ,
SENATOR LESNIAK: T don't think-— Yeah, and I don't think
Chairman‘rVolker is _sorneone who speaks ‘without beirg specific.. Anyway,
it wo:uld ‘appear: to me that his 'statement- about banking assets,
’ espec1ally since banking assets - at least on the Federal level —- - are
'.the deregulatlon of banklng, really has - clouded = many -of the
disti’nctionsv'. It would appear to me-— I would 1nterpret his statement ,
to include -all banking assets, and have interpreted his statement to
vinclude"that. I think, qu1te frankly,‘my bill fits well within

Chalrman Volker S parameters. ‘ ' ‘

‘ MR. -OBER: There's a copy of the. full staternent in the»
: attachments, and everybody can read it their own way. B :
o SENATOR LESNIAK: Fine. I m sure ‘they w111 Thank you very
much. o _ E
' MR. OBER: Yes, sir. Ce ,
, SENATOR O'CONNOR: Can I ask a questlon" Mr. Ober, you said .

that a reduction in the choices of banks and the number of banks that
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o 'would be avallable, whlch would result from the I‘,esn'iakl'bill, would not
h}be 1n the 1nterest—- ‘ ‘ N TR
< MR. OBER : It mlght result. o
,SENhTOR o' CONNOR I beg your pardon°
 MR. OBER: It mlght result. G

‘TSENATOR ‘0 "CONNOR: - Okay, mlght result. It rather would not

"be 1n the 1nterest of “the . consumer or the bu51nessman or dlfferent
: levels of government Robert Van Buren, I belleve it was, when he
itestlfled, said that the Fortune 500 companles don' t have a Jersey bank
o ,that can handle their bu51ness because of the s1ze of thelr needs. How
do you address that point? e : o _ '.:
OBER Well Mr. Van Buren s bank has relat10nsh1ps, as g

'-’do we, w1th many of- the Fortune 500 compan1es.l I belleve he sa1d that
dvathey were not the pm1nc1pal bank, or no Fbrtune 500 company in the:

”:>State has as 1ts pr1nc1pal bank, one of the New Jersey banks..o

t _ ,' The New York banks run frcnl $150 b1111on.; C We have $95
5'b11110n in thlS State. To the extent that a Fortune 500 company needs
‘blto raise a very large loan, or have a major 1nternatlonal transactlon,'
dlthose large 1nst1tut10ns‘——'the ‘five to e1ght largest money center
ﬁbanksv - have for the last 40 years been the lead bank in those

"lf 'operatlons. And, if Flrst F1de11ty were to reach the position where it

' had 100% of the ‘State's assets, then it might hope to be the lead

© bank. We saw the example of that in the Meadowlands, where it took all -

of the.New Jersey banks to bale_outya situation where one or two of the
‘New York banks took a walk. It rumOred Governor'Rockefeller s point.

: o But, to go from 10 bllllon to 20 b1lllon, or to 30 bllllon, I
vthlnk it is unduly opt1m1st1c to belleve that Newark or.Trenton or any
7c1ty in the State w1ll become a quote, "money center,“ that will be the

"_ lead bank 1n those Fortune 500 type loan part1c1pat1ons,' a large

‘portlon of which often comes back to this State in any event. We get
_nice parts, we. get payroll ~ We all have innumerable transactions with
the f1ve, six, seven, elght - depend1ng on how you define it —--= money
center banks in thlS country, whlch are located in New York, in
A_Callfornla. There used - to be a couple 1n Ch1cago, but they got in blg'F
financial trouble., And I belleve that Mellon 1n P1ttsburgh claims that
t1tle for themselves.-/ L '

vi
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SENATOR O'CONNOR: Okay.
, SENATOR LESNIAK: By the way, the only tlme you sllghted the -
, 'chalr ‘was when you gave full credlt to First Fldellty and Midlantic for
- pass1ng the b111s without a public hearlng. I think the sponsor has to

take some credit for that. _ - o

MR. OBER: = Oh, I apologize. That was my implication.‘ The

Chairman is holding public hearings, so I certainly wouldn't-- o
~ SENATOR LESNIAK:. No, no, no. I would accept the charge that

I had a 11ttle bit to do with rallroadlng those bills through _
| (laughter) o

'MR. OBER: I didn't use that word.

SENATOR LESNIAK: Okay, thank you very much.

MR. OBEVR-Y Yes, sir. :

SENATOR LESNIAK: - We'll now hear from Richard Schaub of First
-Fldellty Bancorp. ‘
RICHARD F. SCHAUB: Thank you, Mr. Chairman and members of the

Sl Committee.' I very much apprec1ate the opportunity to appear  here

~ today. My name is Richard F. Schaub. I am Chairman and Chief
. Executive Officer of First Fidelity Bank, N.A., West Jersey, an
 affiliate of First F"ideli'ty Bancorporation. I also serve on the
_Ekecutive Management Council of the parent company.
From 1970 thrOugh 1'976, -a period of six years, I was First
Deputy Commissioner, and then Commissioner of the New Jersey Department
of Banking, and I served in both the Cahill and Byrne cabinets.
The main focus of the debate on banking in New Jersey today |
- is on the Cap Law, whlch imposes limits. on the size to whlch a New
Jersey bank-holding company may grow through ‘the process of merger or
Vacquis'ition. There -is 1little serious’ dissent on the need for the
“enactment of the 'regional interstate  banking legislati‘on which is
proposed, but I w1ll have a few comments to make on that, as well. I
do not believe there is serious opposition elther to the Commlssmner s
over51ght regulatory authorlty. _ ‘ 7
'  The real issue is the Cap Law, and while I will address
| ,‘myself. to that specifically in' just a moment, I would like to first
commént on a related question. The question is this: If we all agree'
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that reglonal 1nterstate banklng 1s unportant to New Jersey, why not -
cons1der that bill - separately’f‘ : Why should these bllls be tied
_v"‘together, espe01ally the blll dealmg with caps —— Senate Bill 1466,‘

‘»:-:fSenator I.esnlak s bill — and the bill whlch would allow New Jersey '

v bank—holdmg compames to’ engage 1n merger combmatlons in those states =

| ';‘.v_whlch rec1procally offer the same pr1v1leges under a- reglonal ccmpany
"-- S—14679 ‘ . v , ’
| ' When you analyze the issues covered -in the two blllS, I
~believe the answer is. crystal clear. New Jersey s Cap Law and the
\4 subject of 1nterstate bank1ng are entwmed o) deeply as to make them
1nseparable. . o o I : r
, The Cap Law whlch 1s proposed in S—1466, or for. that matter,v» :
'1.the lunlt spec1f1ed in the Cap Law wh1ch is. ‘on New Jersey s - books"

‘*v_'today, has ‘a potentlal J_mpact on New Jersey s largest bank-holdlng

'compan1es, wh1ch w1ll have adverse and unjust consequences for them
when- 1nterstate banklng arrlves,' 1f, 1ndeed, it 1s not already here.
. The Cap Law =~ any cap law — in effect, says the followmg- That the
leadlng New Jersey banks are prohlblted in the1r own State fran maklng» _
.,mergers or acqu1s1tlons wh1ch other banklng compames from other states ,
C— compames whlch may be four or flve tlmes as large as our top New"
' Jersey banklng compames —-v w1ll be free to come 1nto New Jersey and
accompllsh under 1nterstat_e banklng the acqulsltlons that our own banks
a are prohibited from making. Without restrlctlon, they will be able to
| "‘make those mergers that we are prohlblted fram making. ‘
It strikes me. as makmg ‘no ‘sense at ‘all to so restrlct only '
‘ our banks in‘a way that is not only 1nherently unjust, but ‘also would
leave our banks in a. weaker condltlon than they would otherw1se be if
: .left to grow w1thout the art1f1c1al restralnts appl1ed by their own
- State government. T , ‘ )
' leen this- obv1ous degree of relatlonshlp between the Cap Law
: and 1nterstate banklng,_I s1ncerely feel that ‘the two issues must be
‘taken up- together, as you are now domg : '

: Taklng up the- Cap Law ‘subject more spec1flcally, I would like
:to emphaswe that my Own very strong bel1ef is that the right solution
. for New Jersey 1s that there be no Cap Law whatsoever. It 1s,f ‘to say
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I'A.the very least, strange that we are debatmg the Cap Law subject here
‘1n New Jersey, }mowmg that we are the only major 1ndustr1al state 1n.'

o America to have such a law on its books. None of the other 10 states "

~ with banking depos1t caps are in New Jersey s class as well-developed

;'centers ‘of commerce, 1ndustry, and populatlon. c ,
~ In the other 39 states, there 1s apparently a clear o

| understandmg of the pr1nc1ple that it is harmful\ to a state's economlc
health for sta.te government - to interfere with = the process of:
| _cOmpetition in free‘markets. But, the fact is that we do have a Cap '
- Law on our books now, and 1t is apparently pol1t1cally nnpossmle tov
have caps removed from New Jersey s law altogether. For that reason, I
am here to support the next best thing, which is a re_asonable*
_comprornlse as set forth in Senate 1466. | R .
: ‘You may wonder at the vehemence w1th which our bank company ‘
»Vopponents on this- 1ssue ‘have attached the comprom1se contamed in
S_—1466. I thlnk 1t is worth looklng at what really has taken place in
the bank1ng 1ndustry in New Jersey. After the Bank Holding Company Act
went into’effect in 1968, and after ‘the d1str1ct restrlctlons were

removed in 1973, New Jersey s banks were faced with decisions about" |

ggrowth and . development. Each bank had to dec1de how 1ntense1y it would '
seek to grow. through merger in a holdmg company structure or, mdeed, o
1— :whether to see ‘that kind of growth at all. ‘
| - TIwo banklng companies more than any other -- one of them
: known then as Flrst National State and today as First F1del1ty, and the
other the M1dlant1c Banks organlzatlon -- saw their future and that of
the1r shareholders and customers as belng best-served by a program of
aggresswe growth, much of it through ‘the merger and acqu1s1t10n :
process. Both of these organlzatlons understood also that this was the
' - path that would best serve New Jersey's mterests. New Jersey needed
then, as it needs today,. banks that are big enough and strong enough to -
. serve the expandlng needs of the very large corporate organizations
~doing business in New Jersey. It was either that, or leave the f1eldﬁ
" ,to banking glants from other states wh1ch just happened to be only one .v
‘river away.
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| ‘I“had ‘oocas_io_n only a 'few"da'y_s -ago to \remind a Committee of -
your colleagues in the Assembly that -such a surrender to ‘sup'erior'
-banking power from the out51de could have nasty ‘consequences . for New

_Jersey. Any who might have doubted that propos1t10n a dozen years ago

got a rude awakenlng when our State almost failed to realize its dream .
of a ,great sports complex in the Meadowlands \pecause blgger—monled
~ interests in New York decided to try to pull the financial rug out from

~ under New Jersey. We had a close call then, but New Jersey's banks —

- principally F’irst‘Fidelity, Midlantic, and the. former Fidelity Union,
" now merged into First F1del1ty, New Jersey S 1nsurance companles, and
the second-tier banks ‘in New Jersey — had just enough f1nanc1a1 muscle
— Just enough o to turn the tlde 1n New Jersey S favor at that
‘crucial moment.- , ‘ :

In the meantlme, each of - New' Jersey's other banks 'had to
'chart 1ts own course. ‘Some chose to concentrate on a small segment of
the banklng market, and to remain smaller, relatlvely speaking. Many
'_ banks which chose this route prospered greatly, just as many well-run
"_,smaller banks - today are _able to prosper - and enjoy modest growth.
Competltlon for leadershlp in s1ze is not for everyone.v ‘ ’

Still, other. banks fell somewhere 1n—between. - They were
»unw1111ng or unable to compete aggressively ‘with the two foremost
' ‘organlzatlons for leadershlp in New Jersey. Nevertheless, for the most
part, they d1d relat1vely well, growing through occasional merger and,
‘as in the case of the two leaders, through internal growth Still,
‘ they had left the r_eal leadership in the banking industry in this State
to those who had done the best ‘job of competing for it. -

' Then, by a stroke of what they must  have regarded as very

' good fortune, they dlscovered the Cap Law." They apparently hoped that
© “the Cap Law . might do for- them what ‘they had not been able to do for
themselves. , They could use the law to hold back their campetitors
‘while they, having. fallen behlnd First F1de11ty and Midlantic, might
ca_t_ch up with the leaders, free of_any.'competltlon fram the front
runners. 'I'h'e Cap Law, they apparently hoped, would ensure that First
Fldellty and Mldlantlc would not- be around - to b1d agamst them when
.-they got around to maklng their own more 1ntense effort to get bacx 1n
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v‘theique'st for leadersh’ip’. Flrst Fldellty and Mldlantlc could be kepti. .
on the s1de11ne in any such blddlng. Then the second—tler banks would )
‘be able to pay less to the shareholders of those smaller banks for.

wh1ch they would be blddmg. Never m1nd that it mlght not be 1n Newv o
- Jersey's overall econom1c 1nterest, glven the loom1ng imminence of

v1nterstate bankmg. : Never mind - that the shareholders of smaller New‘ _
o Jersey banks m1ght not receive the full value for thelr ‘shares that _ '
:.vthey could obtam if all players, First Fidelity and Mldlantlc'.
L 1ncluded, were in the ‘contest. The Cap Law, at least, would serve the_'
"J.mmedlate, more narrow ‘interest of those second—tler banks. L
The second—tler group faced some problems, however., Fir'St '

there was the clearly drawn, spec1f1cally worded exceptlon to the -

g ex1st1ng Cap ‘Law, known as Sectlon 347, It expressly exemptedf'
) bank—to—bank mergers from the Cap Law. llmlts._ The second-tler group
' expressed great pain over that, and attacked it 'in court, le) far

- without success. " Then they saw that ccmprom1se, as it is contained in |

,--’8-1466, was a compromlse which ‘would not keep the two leading bank

"compames str1ctly on the s1del1nes. They couldn t- allow that, so they
came in w1th the1r own so-called compromise == a compromlse whlch, in
our v1ew, is no ccmpromlse at all ' ,

The1r apparent 1dea of a ccmprornlse is one whlch takes Flrst
: Fldellty and, in the near future, Mldlantlc, out of the plcture and
keeps them out. - Is that what New Jersey wants for those of its banks B

wh1ch have shown the most in econom1c leadershlp for our State7 Does _

New Jersey really want to shackle the two banklng organlzatlons which
have been out front in the efforts to ensure the greatness ,of, our
State?' ‘They have done so vthroughk comnitment to lending to government
’:at all 1levels in New Jersey,' 'through their Nrespective extensive

‘ programs of- lendmg to 1nd1v1duals and busmess 1n our State, through’ o

their willingness to be found in the forefront 1n such places as The '

‘Meadowlands or Atlantic City, - through the prov1s1on of serv1ces to
government, through volunteer leadershlp 1n untold civic or publlc
organlzatlons, and by many other means. o .

It has been argued by those same opponents of S-1466 that as
‘,the banklng 1ndustry grows, and the deposit base grows with it, the ‘
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"vdollar amounts to whlch Flrst F1de11ty and Mldlantlc can grow w1ll
"‘1ncrease correspondlngly. Because of that factor,‘tney contend, caps
abeglnnlng with n or 11 5% the. f1rst year are sufficient to pmov1de
both those organlzatlons with roan to grow. 'That contention, however,
. fa11s to completely take into account that whlle the 1ndustry grows,”
First Fldellty and M1dlant1c w111 grow with 1t._ If our growth is at
" the same rate as the ' 1ndustry s, ‘then ‘we gain nothlng under that

theory. , N SR | S
. In fact, our recent rate of 1nternal growth has exceeded that
of- the 1ndustry - Flrst F1de11ty - ard 1f that were to continue, as
we believe it most certalnly w111, then we would not . even hold our own
- against the pmo;ected growth formula advanced by our opponents. - - We

would lose ground, a result whlch I am sure would hardly dlsplease‘
:those who oppose us on this. 'Again,.that would not be good for New
: Jersey. . f o o
' Beyond that, the flgures purportlng to show that projected
1ndustty growth would Create merger ‘growth room  for us are not our
.flgures., Those flgures come from those who, for the reasons which I

- p01nted out in my comments earller, would have a self-serving 1nterest

in seeing both Flrst F1de11ty and Midlantic barred fran further nergerS- '

or achISltlonS in New Jersey. .

"It is difficult to belleve that those who seek to stlfle our
growth are not fully aware of these facts. I heard Senator Stockman's
- recent testimony at your Committee meeting, Senator, and as_Ibrecall
his words during his response to a guestion, he agreed'that under the
bill he proposes, a bill which “he has tried to describe  as a
”compromise, the percentages of allowable~growth would, in fact, have
~ the immediate effect of denylng to First Fidelity the opportunity to
bid any further on mergers or acqulsltlons in New Jersey. Midlantic,

. of course, wouldn't be far behind.

I realize that the p031t1ve arguments on the Cap Law blli
»under con51derat10n here have been publicly d1scussed at great length,.
'1and without restatlng them all again, I'd like to flnlsh up by h1tt1ng
" on what I thlnk are some key p01nts.
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7 Flrst, w1thout suff1c1ent size or strength, New Jersey banks
could not prevent: ac,qulsltlon by. major non—New Jersey ‘banks. Thatir_
would place out31de of New Jersey the control of key banks operatmg in
th1s State. Crucial financial decisions ‘affecting New Jersey — its
a economy, its developnent, its jobs, and its p011c1es - would also take.
- _ﬁplace outs1de the State.‘ ’ ' _
A, Any ‘change 1in our State s Cap Law must recognlze the‘
”,extremely profound changes “which have ‘occurred in the financial

© services industry. Savings and loans and savings ‘banks can now provide

“a whole range of serv1ces, such as trust, commerc:.al loans, a varlety '

of consumer loans, and. 1nvestment services. 'I‘hey could not offer these R

serv1ces to their customers when the Cap Law was enacted

» Some have gone 1nterstate in a big way.. - We know that
’i_‘.Ca_rteret ‘and C1ty Federal, our f two larger savings and loan
"aSSOciations, operate on an interstate basis right now. Savmgs and'

o _loans and’ sav1ngs banks clearly are now in the field of canpetltlon

| ~ with vcommerc1al banks.  As the trend of their further expansion

‘,Conti‘nues, it _isv imperative ~to recognize ' that any caps today . are
. irrelevant to what 'is going“ on in  the free market nationwide.

. ‘Accordmgly, anythlng more restr1ct1ve than the compromse contained 1n

'5-1466 should not be considered. _ . -
There has been argument to the: effect that uncapped growth off

vlarge banks in New Jersey could lead to a loss of jobs in the bank1ng"r o

. mdustry. : .'_I'hat is a false claim. ~Size is an J.mportant factor in a
.'vb'ank's ability to expand its services. As a bank grows, more seryicesb :
are added, meanlng more jobs are needed. Accordingly, the major New

-'Jersey banks have experlenced a. correspondlng expans:Lon of jobs, even :

B durlng the perlod of the greatest ‘bank: merger act1v1ty in. our State s

~ history. I would cite this information from the State Department of

Labor: "YFrom March, 1980 to March, 1985, a period of intense ,-_merger

| actiVity, banking jobs in New Jersey rose by 10%. They were at 49,100

:vas of the most recent report date, up from 44,700 five years ago.”

' There has been a mistaken idea that the Cap Law issue places
'v:the State s largest ‘banks in opposition to its smaller banks. That, as
- I.po,mted out earlier, is another false notion. Tne fact is that the -
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banks whlch are trylng to prevent a reasonable resolutlon of ‘the Cap'
 Law problen are themselves very large -~ 'in the multl-bllllon dollar '
- class. : ‘ “ ‘

’ I urge that the Senate go forward w1th S-1466 as a reasonable

'ilysolutlon to a problem whlch, if not resolved in a sound and fair way, .

could be serlously detrimental to New Jersey's future.
T d like to comment just br1ef1y on the 1nterstate banklng

’ ffleglslatlon, which is also before this- Commlttee.” I have more than a

pa551ng fam111ar1ty w1th th1s subject, not only because, as I p01nted,
~out,. I did serve as Comm1531oner of Bank1ng for a number - of years, but
also more recently through hav1ng served as. Chairman of the New Jersey
fBankers Assoc1at10n, and a year later as Chalrman of the Assoc1atlon s

. Task Force on Interstate Banklng.

o Asthe Assoc1at10n S.. Cha1rman in 1983—84, I had occasion to
;,call the flrst meet1ng ‘of leadlng bankers from the states whlch, it was
vthen thought, would make up “the 1nterstate region in which New Jersey

~would be 1ncluded The actual outline of that region, as it is now

contemplated would be along ‘the same general lines that we ant1c1pated‘
then, although there are a couple of differences. ;

At any rate, I th1nk that - exper1ence prov1ded e w1th a
special consciousness of 1nterstate banklng ‘and the issues assoc1ated,
with it. ‘ L

, F1rst Fidelity, as a matter of fact,»1s not - only in favor of
'th1s pill to enable 1nterstate bank1ng ‘to proceed within the region,
but as in the case of our view on the Cap Law, we ‘really belleve that
there should be no 1nterstate restrlctlons whatsoever. '
"We belleve that where the bu51ness of banking is concerned,‘
the free markets should be- allowed to operate, and that ccnmerce should
‘not be restricted by art1f1c1a1 geographlc barrlers. B :
‘ SLNATOR LESNIAK: Excuse me. Wbuldn t you think that when we
tgo from a regulatory type of framework to a non-regulatory type of
framework, there should be a transition perlod in many cases, and that
_ this 1nterstate bank1ng proposal ‘that we have before us is kind of
‘really. that transition period,: and that maybe later on, we'll look at
-'what you re propos1ng in terms of-- .
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 MR. SCHAUB: kaell,.bv'I'fm_'not'propos-iné ﬁ”natio‘nWid_e-interstate‘ |
- from day one. ' o SEE — o ' :
~ SENATOR 'LESNIAK: Well, okay. That's what is sounds llke. »
MR, SCHAUB: No, no, no. We were a part -- we, First
Fidelity —- and I personally was a part of hammermg out, agaln, a
'ffcompromsed reglonal rec1procal 1nterstate bankmg b111 And, we do
~ support that 100%. Our real wish would be -- as is the wish of many
v small banks in thlS State—-' They'd just as soon ‘open up right ‘now -
»because, Senator, they (inaudible). Those small banks who in 1970
_through '73, when we were talking about dropping - all barriers to free.
movement by banks within New Jersey, ‘said, “Blg banks will come in"
and, I think I heard this very  same statement uttered today with
respect to size of banks and reasonable rec1proca1 mterstate - "Blg
banks w111 come in. They will cut loan rates. 'They will raise rates
on tJ.me depos1ts, on savmgs accounts, and they w1ll drive us out of
'busmess. That has not happened because the worst fears of the small
‘banks in this State were never realized. _
) They - found that they could carve out a nlche. Carmunity
banks, reglonal holdmg companies  -- statewide holding companles -
could all operate in the same marketplace , and the smaller banks have
found that they can operate, in many instances, more profitably than
. the larger banks; So, blg bank competltlon doesn't frighten them one
little bit. It is this second-tier of multl—bllllon dollar holding
companies that seem to be uttering these false concerns at this .point.
‘ SENATOR LESNIAK: The on1y point I'm trying to make is that
- we really have to take these steps in a step—by—step——
| MR. SCHAUB. I agree.
SENATOR LESNIAK: ~—-manner. - _
MR. SCHAUB: I agree, which we did in our own State. - We
phaSed out home office protection and branch office protection over
about a four-year period on a population basis. '
' SENATOR LESNIAK: ' Okay, I'm sorry for the interruption.
MR. - SCHAUB: ‘But‘, we .believe that where the business of
banklng is concerned, I sald, the free markets - should be allowed to
operate, and that commerce should not be restrlcted by art1f1c1al
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- geographic barriers, just ;‘asi.;free ‘markets operate_ without artificial

 boundaries in v‘irtually'f'eVery, other line  of business.'  The state
| f-b'orders ‘behind whi'ch New Jersey'S;'banks, and those of many other
:_' fstates, have had to rexnain in 'order to do business are, after all,"
: _,'nothmg but art1f1c1a1 lines when it comes to comnerce. o : :
' It was not very long ago, as I pomted out, that we. had :
a ’s:.mllar art1f1c1al barrlers at the oounty llne level to restrict
': _‘banklng act1v1ty here in New Jersey. Later we had the three d1str1cts,
”ffand we got rid of - all that. S -
' Fortunately, we - in New Jersey, , and I mean the banklng and
/ f1nanc1al communlty, and I 1nclude everyone - the thrifts, as well as

| 3 commerc1al banxers, and thank goodness, our Leg1slature -= along the

, 'way had the 1ns1ghts needed to understand that such- restrlctlve l1nes

do no more than protect 1neff1c1ent or poorly - managed banks fram the '
.compet1tlon whlch should at all tlmes be present in a free market
~ situation, ’

' We understood also that by prov1d1ng some of our banks w1th-
’the k1nd of protectlon from competltlon that no other - free marketv
' busmess would expect, we were hurtlng the consumer, who was denied the )
_beneflts of compet1t10n for h1s or her business. Moreover, we were
, 'retardlng bus1ness and economlc development generally . ‘
' And, in the years s1nce ‘we did away with those unneeded

’ 1barr1ers w1th1n our own State, New Jersey has ‘shown overall growth and

hew: economlc strength that surpasses anythlng in the hlstory of our own .

. State. We belleve that these same pr1nc1ples apply on an 1nterstate'

'level' That 1s why we are prepared for a full-scale 1nterstate bank1ng
i competltlve cl.unate tomorrow, 1f it canes. We're ready to compete, and .
' ~we're ready now, but we know that that s not’ ‘attainable, and we do feel :
that the reglonal rec1procal 1nterstate approach to thlS is the best
2 approach , ' '
A So, for reasons whlch I outllned earlier, thlS 1ssue and that

of the Cap Law are wrapped around each other. ' Both should be dealt »
‘w1th now  as qu1ckly and as reasonably as pos31ble, along w1th the

. . creations. of author1ty for the Comm1ss1oner in- the = holding company

area. We should ,getvvon with all of it just ‘as called for in the
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© companion Senate bills, 1466, 67, and 68. Our State and its people
S will be the benef1c1ar1es. ' : ' ' R ’
Thank you.p , o
SENATOR LESNIAK: Senator O'Connor? |
SENATOR O'CONNOR: Thank you, ‘Mr. Chairman. - Mr. Schaub, the
Assembly last week, as I understand it, had some dlfflculty with the
' tying of the 1nterstate and over31ght bills to a particular
cap law, G1ven what happened in the Assembly Commlttee—- Well, first |
of all ’ what" s your opinion with respect to the need for 1nterstate and: '
‘_over51ght, apart from any cap bill? ' '
. MR. SCHAUB: The need for them" -
SENATOR O CONNOR Yes. : Co
MR« SCHAUB I think - the ‘Commissioner ought to have the
-authorlty to rev1ew to ensure the safe and sound operatlon of the
- holding companles doing business in - the State, and I think the =
1ndustry, in general, agrees ‘with that concept — that she should have
‘the authority granted in this re01proca1 holding company oversight.
SENATOR o' CONNOR G1ven some of the concern that  has ‘been
expressed by - this Conmlttee, and glven the actlon of ‘the Assemblyr
| -Comm1ttee last ‘week, doesn' t that. speak in some way to the wisdam of
| havmg an 1nterstate ~and over51ght —-- .or having 1nterstate and
over51ght bills untled to any particular formula? ’
_ MR. SCHAUB: No, I don't think so. I think that would be a
serious jmistake.- They .didn 't untie them.
: - SENATOR LESNIAK: :  Can we have for the record what the actual ‘
| action of the Assembly Commlttee was? Dale? : ‘
: MR. DAVIS: My understandmg is that the Assembly Commttee '
released the cap bill and held the interstate and the_ oversight bill
. for a public hearing. ” . |
N SENATOR LESNIAK: They didn't amend? |
, 'MR. DAVIS: 'I‘hey did not amend- elther bill -- any of the
bills. R | , |
‘ ' MR. SCHAUB: The Assembly version of your bill was -released' '
. SENATOR O'CONNOR: = How would you ' comment what was stated here
'earller by Mr. Richard Ober to the effect that under the Stockman blll .
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- under the cap formulas that are proposed 1n that b111 - that Flrstol
F1de11ty and Mldlantlc would be able to aoqulre all of the second—tler
vybankso : : o i : - '

MR SCHAUB Well, I don 't know what numbers they are u31ng,:

nor-. the dates of those numbers,?but our 51mple ar1thmet1c of their

- numbers now —- they re not ours—-‘ Our ‘simple’ arlthmetlc ‘says that
we're out of bu51ness,-- day one. Ami I bel1eve Senator - Stockman

o admitted that- 1 bel1eve you asked hnn the quest1on,'s1r.f Sameone -

b'k did.‘ Maybe you dld, Senator Lesnlak. -We re -out” of bus1ness from day
one. : ' ‘ o | : :
'[, Our 1nternal growth, 1f we nerely keep up with the rate of
”growth of the 1ndustry 1n New Jersey ‘as a- whole, gradually puts us out
‘1fof-—b It glves us no room to grow at all and, in fact, as I p01nted out

'fviln my testlmony, we 1n the past few years have grown at a greater rate

- than  the 1ndustry P percentage rate in the 1ndustry as a whole. So,

'v’whatever growth we would be allowed will be shrlnklng over the year.
o ‘SENATOR O CONNOR: . I taxe it that you . dlsagree with his
| statement also that glven prOJected rates of the growth of the banklng
_ ndustry, based upon the last four years experlence, that you would be
”able to grow by, I- thlnk you used a 13. 5% cap. _ , o
MR. SCHAUB- They are hls numbers, they are not mlne. our
.ar1thmet1c based on thelr numbers 1s in sharp disagreement w1th hls.
assessment of what it does.v‘ S : o ‘
: bENATOR LESNTAK: I‘would‘ask'then, s0 is the‘Commissioner of
Banklng s oplnlon that she ventured at our publlc hearlng, as well. .
‘ SENA&(X( o' CONNOR Yes. That was based on the Hyear of,
"growth, as Mr. Ober sa1d today. | '
_ SENATOR LEbNIAK And (1naud1b1e) growth and thelr depos1ts,
asiwell, ‘Okay. Senator Card1nale° DRRT R ‘
. SENATOR CARDINALE I have no questlons. - : -
'SENATOR ~ LESNIAK:  Thank you very much, M. Schaub.
‘Assemblyman Bob Slnger is here. ’ o _ "" o
" ASSEMBLYMAN ROBERT w. SINGER: Thank you, Mr. Chairman. And, I want
tf‘to thank the Commlttee for allow1ng me to say a few brief words to you -
..on thlS subject. ' ‘
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; Certalnly, I have absolutely no problem with benefltmg'
'leglslatlon to the bankmg community, ‘but I would ask you to consider
_'one factor when we look for benef1c1a1 leglslatlon. We are havlng a.

| "very difficult tlme on.the local levels throughout the State of 'banks,

-cashlng Social Securlty checks and welfare checks of people who do not
»have accounts in those banks. That issue is—- : : o |
, SENATOR LESNIAK- Excuse me. How is this‘ relevant to the

' bills before the Committee? ' -

_ ASSEMBLYMAN SINGER well, I was hopmg that possmly as
' you re passmg ‘legislation that is benefltlng banklng, you might tab
somethlng on that might help us. : : .

' ' SENATOR LESNIAK: I would suggest that you 1ntroduce your own

‘ leglslatlon and advance it through the Legislature because these bills |

deal with mterstate bankmg, the Commissioner's regulatory power .over

,banks, and the size that any particular bank can have in the

' 'marketplace. Quite 3 frankly, . the iésues that you are raising are .

bvlﬂlrrelevant to the bills that are before this Committee. ,

, ' - ASSEMBLYMAN bINGER I understand that, Mr. Chalrman I was
',just hoping that you mlght consider something to those bills. I
re'all_ze that I can pass legislation and start the process, but I was

hoping through the fact that these bills are in the process of a
beneficial nature that you might, in a few siJﬁple words, - solve a very -
dire needed problem that is facing many, many people throughout - the

FState. : : '

- SENATOR LESNIAK: Thank you, Assemblyman.
ASSEMBLYMAN SINGER: Just a point.

SENATOR LESNIAK: Thank you, Assemblyman. -
ASSEMBLYMAN SINGER: T thark you, Mr. Chairman.
SENATOR LESNIAK: Michael J. Schnelderman, Vice Pre31dent of

| the Montgomery Natlonal Bank"
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SENATOR CARDINALE : Before the next w1tness, you know,-
it 'seems to* me “that _the 1ssue that,*the, Assemblyman was.
‘address1ng ‘is an 1ssue that has been ralsed in a good deal of;

1the testlmony already, even though it has been ralsed in a sort_,

of tangent1a1‘way The questlon of whether you are still 901ng‘v.

-~ to have,'sma11’ 1nst1tut1ons wh1ch are serv1ng an _1nd1v1dua1'

o .community, OL not have those klnds of - 1nst1tut1ons as. a resultv

’of the cap b111 and the other measures, is certalnly a. 'valld
- one. You may recall that on the floor, an issue wh1ch was'
'perhaps equally tangentlal but really tangentlal——
. SENATOR LESNIAK I totally agree Irabsolutely agree.
SENATOR ,CARDINALE ' ——really ‘touches on the subjects
of . theSe bills vFrankly, I think that perhaps as the sponsor,
iyou might ‘want 'to{VCQnsider th1s,’ and I'm making it as a
'suggestlon and "~ not as anyth1ng else ~ You might' want to
rcon51der the Assemblyman's test1mony and give 1t ‘some welght
' SENATOR LESNIAK Senator, e1ther Assemblyman Slnger,

:"yor"'you, or any- other Senatori or 'any other Assemblyman,w are

certainly free [ as you well know - to tack'any amendments»
onto these bllls.,or 1ntroduce your own b111s 1 just_happen
to thlnk - quite frankly,f that those 1ssues espeoially the
.issue,of checkaash1ng,~1s one that is totally relevant to the
bills beforenUs'today. ‘The" smallest_of banks_haveathe most
reStriCtive policies‘in'terms”of'turning'over checks'as well;
so, 1 mean, that may be an. 1ssue that th1s Comm1ttee should
daddress , But certalnly, 1 don't see that we: should clutter up
our record that we have on these b111s _ , ‘ o
y _'v SENATOR CARDINALE. I llrytakej your - suggestion,
o'Senator,' espe01a11y seeing' what the:_past:'history ‘is of
attempt1ng to 1ntroduce amendments ~that are not favored by a
’sponsor, partlcularly when ‘that sponsor .. is Chairman of a
' Comm1ttee ‘ . o T - L o
SENATOR LESNIAK: Well SenatorQ—
»BBNATQRvCARDINALE._ But I would be happy to work w1th
v;§bu;f"”‘” R T T
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'SENATOR 'LESNIAK : Senator; you're prdbably‘ talking
jabout the former: Chalrman (laughter) SRR

SENATOR CARDINALE: I'm not speaklng of any partlcular’
v.Chairman. We' 11 work with you ‘on it. - o ‘
 SENATOR LESNIAK: Okay, thank you. . Schneiderman?
MICHAEL W. SCHNEIDERMAN: Thank you. Chairman Lesniak, Vice
Chairman Jackman, members OfbtheHCommlttee.‘ My name is Mlchael
Schneiderman.' I'm Vice"President of the Montgomery ‘National
‘Bank, headquartered in Montgomery Townshlp,;‘Somerset‘ County.
Montgomery National" ‘'Bank - 'has assets. of approx1mate1y $55
" million. RRR AT

We're not number one in size in the State, but we do.h
11ke to think that we're number ohe. w1th our customers :
- The Montgomery. National Bank is Just one of the manysh
communlty banks that form the backbone of ‘New - Jersey s v1brant
and competltlve banklng system. f N '

Actually, it's because of. my‘ strong SUpport»_fora
maintaining'a competitive banking;systenﬂ.in our :State that i‘
come before you. | ﬂv f | S

I've been follow1ng the debate on the cap 1ssue overf
'_the past few months. ~.I'm concerned that‘ with the lure - of
'iinterstate“banking. the LegiSlature may have’lost sight of the
1mportant role ‘that the 20% cap has played 1n protectlng Newv:
‘Jersey banklng consumers - As.'Youv know, when statewide
bank- holdlng companies”;werek authorized by the New Jersey
Leglslature ‘in 1969, the Leglslature 1nc1uded'ha' 20% cap
prov151on in the law to prevent the domlnance of New Jersey's
banking system by one or two . giants. ~Now that the State's
largest'bank has reachedvthis‘limit, it is seeklng ‘to ‘change
the rules. . - ’
' o 1 be11eve that thls rule change would not be in the
best interest of the consumers and businesses of our State., I~
'belleve that the Leg1slature acted w1se1y 1n assurlng that no:
one .or two financial institutions would achleve -such a
bconcentratlon of economlc power to effectlvely monopolizevthe

banklng bu51ness in this State
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1 ask, wOuldayou,’as:a consumer, uant»to have onIy one’
or two choices as youu'shop for *the‘»best' interest rate on a
f money’market account? ‘ As . a‘small business person, would you
pwant to be forced to borrow at a rugher rate because there;
~weren't any alternatlves? ' - '

_ . such scenarios could develop if the Leglslature passes .
S—1466, wh1cr1 will- phase out the cap over three and -a half
- years. -I_ urge thls Commlttee; to thoroughly study the
:consequences of such a move before it votes on the cap 1ssue.

Related to the cap 1ssue, I'd like to p01nt out - that
'Paul A Volker, Chalrman of the Federal Reserve System, in
~test1mony on.'the 1ssue of 1nterstate banklng, suggested that
"To forestall any substant1a1 ‘risk of excessive concentratlon,
the Federal government may "permlt or even encourage, states
to. set 11m1tat10ns on the proportlon'of banking assets within
"thelr own borders that could “be. acqulred through acqu151tlons
or mergers of s1gn1f1cant size."

Chalrman Volker —offers sound advice. So 1 ask, why is

s
o)

‘:New Jersey cons1der1ng a bill that would llft 11m1tatlons

pete
=

three and a half years? Please, don't be short51ghted
'viewing the'cap. Con51der the 1mportance of reta1n1ng a cap as
we test the interstate banking waters over the next few years.

‘ ~Now I'd like to address another issue to set the
record stralght 1 understand that Bob Van Buren, Chairman of
: Mldlantlc Banks, - made a statement ‘before .this Committee on
January 30, that the small banks favor the hlgher cap 11m1t of
S- 1466 HlS argument was that. w1th the two big companles in
,the market 'small bank shareholders would beneflt, \

~ First of a11 : 'm in‘ the, business to--provide my
*customers w1th banklng services. I 'm not in the business of
being acqu1red or acqulrlng others ‘ '
. Second First F1de11ty and Mldlantlc have grown big
through the purchase of m1d sized banks, not. the smalllbanks.
So the cap has-had, and will have, 11tt1e rmpact on the market
'for'vauisition‘of,banijour size. Most of the activity has

come from midesized banks, whose numbers will be reduced if the

(%
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rhlgher cap limits are enacted SO; one .could argue that "S- 1466:
and S- 1444 would be harmful to- small bank shareholders -
L ) F1na11y, Mr. Van Buren's statement 1s an 1nd1cat10n of
the‘ fixation of "the large banks ~“on growth throughf
acquisitions. = This aggressive campalgn';to ,gain greater
'concentratidn of the Stateﬁs" banking businesses through
5-acQuisitiOns» concerns me. . In trying to meet “the short- term.
‘goals of = the State s two ‘largest 1nst1tut10ns,. S-1466 w111
leave New Jersey s banklng system vulnerable to domlnance byv
forelgn banks in ‘the future This fact should not be,treated
lightly. - |

’-_Legislaturefhelieves that the cap limit”shouldlbe raised, then
I would urge this Committee to support S-1444, since it allows’
~for a gradual" increase in the cap - - 10.5% flrst year, '11%

Cap ilimitations areg'needed in New“Jersey.'d'If‘ the

seCond:year, 12% third‘year - and then malntalns the cap unt11,'”

such time as the Leglslature acts to adJust 1t at a future date.
~Thank you. e

SENATOR LESNIAK: Senator o'Connor?

SENATOR O'CONNOR: No questions.

SENATOR LESNIAK: Senator Cardinale?

SENATOR CARDINALE: 'You are a single branch thlng?

MR. SCHNEIDERMAN: Yes, sir.

'SENATOR CARDINALE: One physical'location?, _

"MR. SCHNEIDERMAN' No, sir. We presently 'have two
lecatiens, and will be putting up a third location on Route 206-
1n Hlllsborough in the next few weeks.

SENATOR GARDINALE ‘Do you -pay your depositors on a
competltlve ‘basis with respect to rates that other banks. charge
~- large banks charge? e : )

.~ MR. SCHNEIDERMAN: 1 think we're better than that. We
sit down with the - customer-- I think we're better than
»competitiVe than the other area banks. ' , | ,
| SENATOR ~CARDINALE: Do  you pay higher rates of
‘1nterest than are generally ava11ab1e9 ‘ '
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>7MR; SCHNEIDERMAN‘f 1 say we  pay competltlve 1nterestv
rates. We pay competltlve rates, but we offer serv1ce{to the
'bconsumers._ e R B , RN v -
.SENATOR CARDINALE In/termeof what youhcharge for

loans-- D R
- : MR SCHNEIDERMAN: Yes,‘Sir? | |
, _ 'SENATOR CARDINALE _ ——do' you ‘charge more forv your
f‘1oans; or less for your loans than a large holding company°
e \ MRL‘ SCHNEIDERMAN : be11eve,_ in some instances, we

fcharge compet1t1ve or less 1n certain areas, dependlng on the
type of loan it may be. ’ R : :
'SENATOR CARDINALE: You indicated a general feeling
’sthroughout your statement that somehow this threatens your-* |
contlnued ex1stence, but you actually say in your statement
"that__;e.*and other 1nst1tut10ns like vyourselfé— But You
'actuallyvsay that, really, thenactlvities*of First'Fidelity and
Midlantic, in'facquiring- a11 these banks, 'have really had no.
effect on you because your size 1nst1tut10n 1s not the target.
i That causes me to wonder why you re here. 'If this is somethlng
i that really does  not affect_ you, what 1is ~the real purpose

’vbehlnd your concern7

MR. SCHNEIDERMAN 7 My ooncern is' to ‘let the Committee

-kndwﬁ exaCtly what we feel. ~ We don't ‘want a small bank, or
banks,‘around this. communlty bank to be ultimately, at a later
date, absorbed be acqulred That ‘is my main purpose for being’
here. _ _ o | | o
' SENATOR CARDINALE: So, you have a fear that they will

*aoquiré;— : : SE

RN MR, SCHNEIDERMAN -'At a later date.  We have
_consumers who have always come to us——V When we had our f1rst
°branch—— . We openedvour first branoh office in Hopewell some

 months back, and the first question when'consumers came in. to
us ‘was,\ "When are you going:‘to be "acquired?" rThat was the.
'first’thing, Now, when we opened our second one, the same
vsquestiOnQ - More consumers are coming' in . andv asking]fthe _same
thing. e | R |
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SENATOR CARDINALE It ‘doesn't 'seem, though—— :You'
have been able to grow serv1ng communltles which are relatively
.small communltles, and you are a re1at1ve1y small 1nst1tut10n
'_Yet, you have been able to flnd a niche in the marketplace thatar
has enabled you to continue to prosper and obvlously. to serve!
fyour consumers very well, desplte the - fact :that ’you'.are
surrounded by all of these multi- b11110n dollar glants -Why do
some' changes ~in the way .the mu1t1 b11110n dollar, giants‘
boperate—— Why does that seem to: you to be a threat? ~You ha#er
always had them out there _ |

MR. SCHNEIDERMAN Yes, Sir. 5 L o

SENATOR CARDINALE: And Certainly-ithe._change ‘in
'relationshlp is notvsreally dramatlc gas far',as' you - are
- .concerned. If Midlantic was twice its ipresent size, what
1difference would that make to you?' ’ ‘ ,

MR. SCHNEIDERMAN: We're looking down the future. The
way - We have grown, our’communlty, I. be11eve later on down the
" road, will change ‘ Lo : LT
SENATOR CARDINALE So you feel that when you get “to
-~ be a m1d 51ze bank, you might be a takeover-é .

' | “MR. SCHNEIDERMAN: We ~would be up there ‘correct,
beCause,ovethhe past nine years, ‘Wwe grew to where we are today
' SENATOR CARDiNALE' But don't you think someone ——'1n
"termS"of the public 1nterest - would -come: along,, once you
' becOme~a_mid;size bank, and you aremnot operating as the small
COmmunity,bank any‘longer because-those methodologieshhave to |
change,as’you get biggeré— Don't you think someone else will
come along and-fill the niche in the marketplace.that YOU're

leaving? , , . _ , , : _ o
: MR. SCHNEIDERMAN: 1,can’t‘answer‘that'at this‘point
in time. | ' ‘ .
| SENATOR CARDINALE: Well, you did it.
MR. SCHNEIDERMAN: Yes, I did it, but that's not, you
Know-— _ g o ‘ . , | E
SENATOR LESNIAK: Excuse me -Senator. 1 Just have a'"

question along the same lines. Ba31ca11y you re saylng that

33

(NN



";.the FirsthFidelitiesyof the‘WOrldnrealiy”aren't~interesteddin’
o MR.‘SCHNEIDERMAN:“.Correct,'sir. At this point, they
are not . : | ETEE R S
SENATOR LESNIAK | But the Unlted Jersey Banks ‘of: the
world may be, and you could be just. as eas11y acqulred by the
United Jersey Banks ‘as anyone else under the current law. IFIs
that correct? SRS _ '
MR. SCHNEIDERMAN: Thatis.correct.
SENATOR LESNIAK: Do you have stockholders?
'yMR,,SCHNEIDERMAN:;'Yes, we do. RO |
' SENATOR LESNIAK: - You say you are not interested in
acquisition, youire’*interested 1n prov1d1ng services. Aren't
v-you interested in maklng a proflt, too’ | _ S |
_ MR SCHNEIDERMAN We do make a proflt, as well.

_ SENATOR LESNIAK Okay If you could make a proflt by
belng acqulred by Unlted Jersey Banks, 0L a. mid-size bank,»
_wouldn t that be a cons1deratlon of your stockholders?‘

v MR. SCHNEIDERMAN : Yes,vhowever, I think our 1dent1ty
will change at that point, too, to our consumers, because there‘

aren't-- 1 don't know  the eXact figure; but the communityi
hanks ss there are very few at thls point. '
- 'SENATOR LESNIAK. Who do ‘you feel that your obllgatlonb
" is: to, your conSumers' or your stockholders -- your legal
obllgatlon° ' ' L '

MR. SCHNEIDERMAN -Our- legal obligation? 1 thinkrmy
fstockholders first, 'and my consumers, in that priority. -

| ' SENATOR LESNIAK: Okay, thank you. Marlen Dooley, New
Jersey Pub11c Interest Research Group. _ .

MARLEN DOOLEY: My name 1s Marlen Dooley. I am -a vConsumer-b
“Advocate and attorney w1th the = New Jersey Public Interest
Research Group I thought 1 would make a few comments from thek-
;second, page of S my- statement first because we are suggestlng
that. some consumer, protect;on ‘amendments be attached to the

interstate banking bill:; a basic consumer checking account: a
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- Truth i Dep051tory Information Act; an Expedlated ‘Funds -
'Avallablllty Act; and, a Communlty Reinvestment Act.
' , So, 'since the comments that Senator Lesnlak made,
éarlier; I thought I would just 'say that, we think it is
‘important‘that while the Legislatu:e'is considering -
‘itestructuring  the banking 'system, it also 1include séfeQUards‘
for the’consumer{ New Jersey PIRG is neither supporting or
 opposihg interstate banking. We want to point out that there
are p:oblems'thatiexist.for the low-income consumei, and that
they 'will continue to grow unless action is taken. With
"interstate vbanking, the service may get more complex"énd
v removed. from the consumer as banks are lesé localized. In
additiOn, the banklng industry has taken no action to allev1ate
the problems whlch I will allude to in a few minutes.

We_ thlnk it is 1mportant that the ground rules for

-banks doing business in New Jersey be set, and that other L

states, such as Illlnois,- have recognized . that there are
 p:ob1ems facing low-income consumers and have 'implementéd
legislation. Il1linois introduced four amendments to their
v intérstate banking bill, which 1nc1uded a 1life 1line bank
"accouht, check hoid.' uniform check hold policies, truth 1in
dépositing, and community :einVestment enhancement. '

S so, wi;h'that said, if I can just take a few minutes--

'SENATOR LESNIAK: Take as much time as you want .
 You're not anothér_legislator, so you have the right to suggest
~ amendments to>my bill} ' '

- MS. DOOLEY: Okay. I won't read the entire testimony;
I 11 Just give some background for why-- »

_ SENATOR CARDINALE: They may have representation. in
.your district, but he's from somewhere else. (laughter)

MS. DOOLEY: Okay. - I am  just going to 'give some
bacerbund on how we reached our position, and then highlight
the amendments that we are suggesting.. :

o In 1982, the Federal government began lifting the
interest rate ceilings 'on the amount that banks could ’paY'

depositors. _‘This action was taken to allow banks to- be
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competitive  with other  investment markets ' Following

deregulation, we fhave ‘seen 'a"tremendous escalat1on of basic

: bankvserviceifees{ Accordlng toa Wall Street Journal art1c1e,
ﬁbetween:l97é and"82 bank serv1ce charges more than doubled - to
-aid.a'billionn from 4 9 b1111on f The . House Banklng Commltteef

:’falso- est1mated that between 1979 and 1983, costs ~of ba51c

'v‘banklng serv1ces for the average U S. household Jumped 104%

Fees for excess1ve w1thdrawals from sav1ngs accounts,
.for ma1nta1n1ng a small sav1ngs account, for cashing government
checks, us1ng 11ve tellers. and for us1ng automatlc tellers are
COmmon - Large account holders obv1ously do not ‘have ~trouble
‘fulfllllng mlnlmum balance requlrements - .1n addltlon, " these
~customers .are somet1mes preferred “and ‘often rece1ve banking’
1packages that- exclude service charges It is the moderate- and'.
',low-lncome consumer who is harmed by these increased charges.
' Accordlng to Federal Reserve Board data, 40% of all Amerlcans
) have 1ess than $1000 in f1nanc1a1 assets of any’tYpe'flAnother ,
'20% have $1000 to $5000 1n f1nanc1al assets Not only do these o
vconsumers not reap the beneflts of h1gh interest accounts,'but

~ they may not be able ‘to acqu1re essent1al bank1ng services

S because they can't afford the fees.

» New Jersey PIRG is’ concerned that the moderate— and
'low—1ncome consumer 1s belng pushed out of .the banklng market.
Aga1n, data. from the Federal Reserve Board. shows that the
”number of fam111es/ w1thout checking faccounts; is greatly:

’arising ,-ln 1977, 44% of the poorest Amerlcan families did not
have checklng accounts In 1983 _ 56% d1d not have check1ngg
vaccounts i ‘ ‘ ' ‘

- Houston's-ﬁed CentervBank prOVides'a good illustration.
"ofv how- many banks -are - de marketlng consumers. - Houston - Med
'ilncreased its fees’ and ‘chased away 8000 to 12,000 - customers

At the same time, the bank doubled 1ts dep051ts by pursulng the
wealthy;v Average depos1tors at the Med - ma1nta1n a balance of
$30,000. | | | | |
o It should be noted that there is a w1de dlsparlty of_

.yfeeS‘among‘banks.f ThlS calls 1nto questlon the relatlon of the'
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-»scfee of $7.

'feeitcrthe'serVice. Philadelphia's Mellon Bank East charges
| $§b for each_bounced check, while others charge only $10 to
$15.  New Ycrk State, in 1982, asked banks to submit data on
';the actual cost‘of processing a bounced check.' The banks could
only justify $5 to $6 -an 1tem, and the state then set a maximum -

v New Jersey PIRG, through its Consumer Action Center, -
brecently performed a study of 67 banks' check fees. They were
banks and'savings and ‘loans in~New'Jersey. That study  also
g.shcwed a wide disparity between fees at banks. Thats'is,
vattached to the copies of my testimony. S
' SENATOR LESNIAK Isn't that good? Doesn't that' show
‘that the marketplace is working? , ‘
: MS.‘_DOOLEY Well, it might suggest--
SENATOR LESNIAK: That competition exists? o
| MS. DOOLEY: Well, it shows that it exists, but, as we
-showed in our check hold cite, oftentimes by region there is
rnot~that much difference. And‘oftentimeS—— For instance, one
of the things we saw was, Newark banks:would have high fees,‘
 but it is the suburban areas where the fees are lower. = So, if
you are worried about a low-income consumerllwhd often doesn't
live cut in the'suburbs, then the problem still exists. If you
are worrying about de-marketing, you know, that is where it
takes place -- in the low-income areas. |
» SENATOR LESNIAK: Do . you haVe abbreakdown‘of the fees
w1th1n Newark’> ‘ A :
MS. DOOLEY: We have it by county. 1It's attached. _
» SENATOR'LESNIAK: Do you have, someWhere,»a breakdown -
in the fees within urban areas? , - N
o MS. DOOLEY: We don't have it by urban areas: we have
it by county, and then we have it by bank. So you can see by
Aknoﬁing which banks are in Newark, what the fees are.
o ~'SENATOR = LESNIAK: Well, no. First Fidelity, for
| _instahce,‘is,all over the place. ' v :
‘ | MS.'DOOLEYE Right, but we looked at branches. There
'is]a,variatien between branches.
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o N SENATOR LESNIAK ~ Well, 1 mean,f ‘Union County has
Summit; and Unlon County has Ellzabeth but I'don't:think you
_cah combine an ana1y31s that '1nc1udes Ellzabeth “and Summlt |
,They are totally d1fferent areas. . | )
L SENATOR CARDINALE: But, if you had such an'analysis,.
‘Senetor, 1 thlhk, you would have to”,analee it - for many
_factors. She is indicatingetha;-invsﬁburbén:areas{ the fees
~ftend,to be"lower{ffThere:mey.bekOther things’that’are“lewer'ih
'1‘suburbén areas. Wages may be lower. ‘There may be a-- Taxes
‘may be lower. o L FEE N
 SENATOR . LESNIAK:  That's true. I'm just-- My
interest is in terms of actually what the facts do show, and

‘1'm not sure that‘iduhhave —— ‘that we have available to us a
" breakdown of - the fees in Newark. I'm not saying what
>‘information_'you can give me structurally. What are the

conclusions from that? What 1 would 11ke to have, for
| instance,-ls a- comparlson of urban/suburban, just for nw’,oWn
- benefit if, at some point in t1me, you could prov1de that.

R MS.,DOOLEY:‘_Yeah{ I'm eure-wevcan. This is only the
:begihning of a'study,thatvwe sterted just a couple of weeks
ago. 1So. we‘are'cehtinuingiwith it, and we eertainlyecan get
‘you that;info;mation.' If”you;want to teke a look at the study;
' _yeu Khow, in hthe next week, or twhatever, and have specific
" questions, certainly we‘can meet those. , '

;. SENATOR LESNIAK: I th1nk you know ‘my view in ‘terms of
these issues whlch this Commlttee w111 consider, you know, at
some pqlnt in time. I don't belleve they ought to'be>part of
,theée:proposals, but you are certalnly welcome to raise them.
lzh_':’f-MS.vDOOLEY - Okay. I gquess-- Again, we just think
~that now is the perfect time, and other states have also felt
tthat. ‘Also, we are concerned’aBOUt the low-income consumer and
having safeguards e~Since there is no guerantee .that interstate
banklng is go1ng to deal with’ any of these 1ssues, thehproblems
are. 901ng to contlnue to exist. ‘Now. is the perfect time, with
’the restructurlng, for them to be -added. - We héve specific

amendments -- suggestions for amendments -- within our

v
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testimony that you can take a look at. We are also developing .
actual amendments which we should have.‘by the end of this
week. 'So I don't think it would slow down the‘broc9551Vefy‘
much. I think it is important to low-income consumers in New
) o ‘v ‘,1: | ince | ! ‘ | |
_ SENATOR LESNIAK: Let me ask you one question. Do you
have a proposal for a»bcommunity reinvestment of locally
'generated deposits? _ o | T | ' B
MS. DOOLEY: Do we have an amendment?
'SENATOR LESNIAK: Yes. ; . , L ,
MS. DOOLEY: - Wev‘don't “really have an in—dépth
proposal. 'We'just‘SUgéest that something be looked at:in that =
area. ‘ e - ' . '., _ | '
' SENATOR LESNIAK: Okay, because I would be concerned,
for instance;:in what'deposits ére‘guarded.in'affluehtfareas
would be restricted»from being used in urban areas, which may
have more grbwth potehtial now; that anything we did in that
areé cou1d have a “harmful effect. That's my concern in terms,‘
of urbanjdevelopment. ‘ | , | : . S
S Ms. DOOLEY : Yeah. Well, we havé,the same concerns of
the Public Advocate. We are going to,siphon off funds which,‘
" you know, could occur. ‘ o SR ,
' SENATOR "LESNIAK: That could be siphoned the other'
way, too. . o - : '
MS. DOOLEY: Right. | |
."SENATOR LESNIAK: Okéy, thank you. ‘Any'vquestiOns?
(negative'response) Thank ydu very much. ’ ' | : '
' MS. DOOLEY: Thank you.
SENATOR LESNIAK: Now we'll hear from John Walther.
SENATOR JACKMAN: Can't these bums get together?
SENATOR. LESNIAK: No. What was that question, Mr.
Jackman? _ . o ‘ |
SENATOR JACKMAN: Hey fellows, excuse me. I want td

~ask a questioh, You know, we are going to spend a 1ot of
time-- I'm serious when 1 say this; you méy,think I'm not.
You know, after 20 years down here, I get a littlef— Can't you"



V:guys who s1t out there, who have a problem you re g1v1ng to us
e can't you resolve. someth1ng and come up with an answer9 '
SENATOR LESNIAK: = Mr. Vice Chalrman, there is no one
in the chalr to answer the quest1on " (meaning chair[attwitness
table) ; - e o -
SENATOR JACKMAN There s nobody over there9 ,
SENATOR LESNIAK We'll have John Walther, Chalrman of"
"the New Jersey Natlonal Corporatlon. j Now youk can ask the_f'
uquestlon, Senator Jackman R E, - 3 ,
'JOHN H.lWALTHER. T thought your questlon was very well taken.
' | » SENATOR JACKMAN John, let. me ask you somethlng
, You' re. a nlce guy I know you: you. do a good job. There are a
”lot of- people s1tt1ng in th1s room 1 know and ‘T respect because
‘;of the1r expert1se But. don't ‘you th1nk that somewhere along

the 11ne the ‘guys who ve got thls so- called serlous problem--_'

Can't they 51t down among themselves, you know,,llke we have to
'-'do sometlmes, and resolve somethlng that you.. can compromlse,‘
' and then come- back to us and say, "Here, this is something we
"th1nk that everybody ‘is more or.less agreeable'to. It's 'not

”_100% ‘Because ]1 hate to work - on somethlng where I have to
" make a dec151on I may have to vote for 'you, and then maybe -
have to'vote»aga1nst somebody~else 1 don't want to do that.

You ve both got good expertlse ‘ Can't you come and give 1t to
ius,land say, "Here,'fellows, this is what we can work out. 1
th1nk it w111 be amenable to everybody"7 ‘Is that p0551ble?

. MR. . WALTHER: Senatoerackman,‘we have tried to work
it out. ) ‘in a meetlng on. December':l,k.1985, at which Mr.

'_,Ferguson and M;;'van*surén, ‘1 believe, and Tom Stanton'were

Tpresent with the«Commlss1oner. ‘there were certain needs that
Mr, Ferguson gave at that time " whlch 1nd1cated that he needed
' certain growth levels "Wei put,‘forth ~and indeed the bill
introduced by Senator Stockman puts ,forth those - particular
"growth levels ,They numbers that 'are being tossed  around,
again, 1% translates- 1nto a bllllon dollars . The change is

rather a 51gn1f1cant one.
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| ~ We are trying to ‘put together a‘cOmpromiSe.,and have
been ' These are increases to. what we have seen as the old 20%,
whlch translates backwards into 10%, if you want to take the
1ent1re deposit. Those are rough numbers. ,So; we have tried to
put forth a compromise. o o ' e '
' SENATOR JACKMAN: But you haven't been succeszui?
MR. WALTHER: To date, no, sir. =
SENATOR 'JACKMAN I'm going to tell you somethlng
You may not 11ke to hear this, or anybody in the .room, but how
:1n the hell do. you expect us to do it, when you guys have got
‘the expertlse? You're asking us, in essence, to guess
: SENATOR LESNIAK: ' Let me dlsagree : : »
'SENATOR JACKMAN."You can dlsagree w1th ‘me, but 1 am
 going to tell'yeu'something ; ‘ _ B
SENATOR LESNIAK: My . pesition is " that even -if a
compromlse were to be reached we are still the 1egislators
This is st111 the Banklng Commlttee, and we will’ make the final
de0151ons,bregard1ess of the- compromlse _ ,
' - SENATOR "JACKMAN: 1 wouldn t depend on your expertlse
on banking, by any stretch of the 1mag1nat10n (laughter) I
am not ashamed to tell you that no more than you would bank on
my expertise. 1'm going to get the expertlse that is sitting
in the- room that knows banklng What you and I know about'
banklng you could put 1n a thimble. -
SENATOR LESNIAK: How about two th1mb1es9 , ,
SENATOR JACKMAN: Two thimbles. I'm serious. 1 look
-out here and I'm worrled because when the final decision is
~going to be made, we may be making the wrong decision. >That is
what worrles ‘me. _ |
SENATOR LESNIAK No, you won't.
' SENATOR JACKMAN: 1 hope not. | |
SENATOR O'CONNOR»:‘ ~May I just pick up on what Senator
Jackman was saying? k - )
SENATOR LESNIAK: Go right ahead, Senator O'Connor.
SENATOR O'CONNOR 1 think-- 'It"strikesv me ‘that as
the banklng community 1is coming to us-- 1 support what’Chrisv
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. is saylng.‘ but ‘I; thlnk what the banklng communlty,v at this
p01nt, is saylng ‘to us is, "ThlS 1s almost like a last and best'
final offer,vand you must take e1ther ‘offer A or Offer B 1.
have’ d1ff1culty w1th that because I happen to thlnk that there~v
still is room for some compromlse »_If they don't want to do 1ti'
'mthemselves, I thlnk 1t 1s 1ncumbent upon 'us to come up w1th
- some numbersre— 1f we rely on our expertlse -= that both 51des
can live with. B Rk
 SENATOR JACKMAN: okay; PERIDI R o
' SENATOR LESNIAK There are still public policy
: dec1s1ons ‘to’' be made, regardless of the numbers ' .
SENATOR JACKMAN I agree CERRR _
, _ SENATOR LESNIAK | ‘And those publlc policy decisions -
are our decisions. T o |
SENATOR JACKMAN" okay. 'th'ankv- you._ o «, |
 MR. - WALTHER: Chalrman Lesniak, my name is John
Waither -1 am Chalrman of the New Jersey Natlonal Corporatlon,"
which has assets of approx1mately $2 b11110n » _ ’
Inc1denta11y,' members of the Committee, growth "is a
'funny th1ng The Flrst F1de11ty and M1d1ant1c are not being
“denled growth they- are only be1ng denied growth through
'acqulsltlon Our"own holdlng company has - had  two major"

acqu151t10ns 1n the approx1mate1y 180 Yyears. that we have been

< in ex1stence. These two have been in the last 15 years Slnce

“that- time -- since 1970 - we have grown. I use 1970 because
that :is the tlme at whlch the present banklng 1eglslat10n wasz
v:bas;cally 1ntroduced allowlng expans1on beyond the county.
.:nSince i970 ’we have - grown over 700%, almost all of it entirely
self generated ‘Except for $3OO mllllon of 1t that growth has
been entlrely self generated through plea51ng the customer w1th’
_fa1r prices and good products , . :
‘ ' One of the arguments that we've . heard in thlS debate
on the cap 1ssue has been. the accusatlon that we mlddle sized

'abanks Just want" to keep the smaller.: banks 1n New Jersey from

selllng to First Fldellty' or Mldlantlc at the ‘best ;poSsible
‘f‘prlce ' ' ’ '
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Since  this 'issue"has ~emerged out in- the» debate, 1

- would like to address my concerns to thlS issue. L
| F1rst of all, I . would like “to put‘~the’ phrasee
’"middle‘sized" in some perspectlve " There are. approkimately‘eslv
commercial bank1ng organlzatlons 1n ‘the State of New. Jersey

”kIn01dentally, 1n 1980 when 1 was Cha1rman of the New Jersey[v,_m:

Bankers Assoc1at10n, ‘we spoke at that t1me that there were 200yh

banking organizations 1n-the State,of New Jersey. These can bej_'f

~divided into three groups. o , o '

_ | The first lcroup' would = include 'the'_two.'largest
organizations ‘in the State: First Fidelity, w1th approx1mate1y'r
$12 billi‘on in assets, and Midlantic-, ; with approximately $lOV ,
billion in assets. 7 EE o o T

The ']second ' grouplng of . banks would - include

approx1mately 17 organlzatlons rang1ng 1n asset s1ze from $6937"

mllllon to Just over ~$5 billion. These are_y called
"middle- sized" 1hst1tut10ns ‘ o o

"The third group1ng of commerc1a1 banklng organlzatlons
would 1nclude those 1nst1tut10ns w1th assets of less than $450
m1111on such banks ‘as the Montgomery Natlonal that you heard
about thls morning. - o

As  an attachment to nwf test1mony, I’havefinCIUded a’
chart'wh1ch shows the dlfference between the large institutions
-and the so-called middle-sized banks. This chart shows clearly
'that'-the qap between the‘; wo largest and those ‘so-called
mlddle sized organ12at1ons is qu1te large. | ,
‘ Now that. we've dlscussed ‘the different grouplngs, 1'4
11ke to turn to the issue of how the cap has affected our banksv
in New Jersey .

If we look at recent h1story, the acqu1s1t10n pattern
Cof the two largest banks in New Jersey has ‘been to target
acquisition of the middle-sized banks, not the smaller banks.
For example, since 1980, what is 'now known as First Fidelity
_has ' grown through.‘ acquisitionse asj follows: '1In 1980,
acquisition_ of Garden State National Bank, $799 million in-

assets; 1980, acquisition of First National Bank of South
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Jersey, $583u,m11110n‘ in'lassets; 1982, ' acquisition of First
'National'iBank of New :JerSey, 7$l;3 hbilliony in assets;"1984.A
”merger"with_'Fidelity Union, $3.8 billion in assets; 1985,
‘merger with National Bank Obeloucester County, $400 million in
assets; and '1935 acqu1s1t10n of Morris County Savings Bank
- $885 m1ll1on in assets.
In the 1nterest of completeness, I would also llke to
.note that they have also acqulred two smaller banks. with- $26
,m11110n_and $218 million in assets,’respect1ve1y. 'f
Likewise, Midlantic's' achisitions" have been of

.middle-sized banks. heiravhistory -is as follows: In 1983,
acqu1s1t1on of Greater Jersey Banks, $1.3 billion in assets;
1984, Midlantic had an agreement later cancelled, to acquire
First People's, wh1ch at the ‘time held $700 m1111on in assets;
1984, M1d1ant1c made a host11e run at, and attained a minority
‘1nterest 1n, Statew1de Bank Corporatlon, which at the time had
,o$l 1 b1111on in assets, and, 1985, Mldlantlc acqu1red Her1tage 
»Banks, whlch,had $2 blllion,in assets. They_also acquired a
$77’million”bank”during that period.. ’ AR

| In summary, these two bank-holding companies have
acqu1red close to $ll 3 b11110n 1n assets, e11m1nat1ng 51x of
i23, or 26% of the m1dd1e sized banks 1n the State.

| So the 1dea——_ : ‘ .

' SENATOR = JACKMAN: That First Fidelity, in their
acquisitionv-u- they wound 1u>7ﬁith'$8 'billion. They started
>'w1th four "and they wound up with $8 billion. They grew fast :
td1dn't they9 "They took over $8 b11110n when they only had $4
»b11110n ' '
SENATOR'CARDINALE' Wouldn't you llke to do that?
SENATOR JACKMAN: Is that right?
MR,'WALTHERt ‘1 don't have those numbers, sir. ‘

| . SENATOR JACKMAN: 1 got them; that's what you just
",read. A R e o T ,

MR_. WALTHER: Okay. Well, 1 did not bother to add
them all together ’ o ‘ ’
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SENATOR JACKMAN : They _vdi_d | pretty good.‘i'},-“fWit'hv $4
billion,. they took over i$8u billion..: ‘They had to be hvery
persua31ve . o - L . el
"~ MR. WALTHER: Or‘dilute'your'shareholders[‘oneforithe
other, or perhaps both. | B el
' | So the 1dea that the middle- 51zed banks are trylng to
" block . the acqu1s1t10n of smaller community banks by the two =:
”largest organlzat1ons simply doesn't hold up when - we look at .
“ the h1stor1cal acqu151t10n and’ merger p011c1es of thef two
"banks “As a matter of fact, 1t takes ‘about the: same amount of
management effort. and the same dollars for legal and prlntlng
fees to acqulre a middle-sized 1nst1tut10n as it does to

‘acquire a small one. ,So.1t_makes business sense for the two
r.largest banks to ~grow through acquiring middle-siéed‘ hanks;'
 rather than a series of smaller banks. o LT e

That's why this is one of the great concerns.of thevfe

'mlddle 51zed -banks. S1mply put by ralslng the cap,v'the
targets of acqu1s1t10n will not ~be those smaller hanks; 1t
will be’ the_ middle sized banks which are the backbone of
proViding commercial loans, major trust and municipal bond :
business, cash management, and more sophisticated services
-which only banks of thisvsize‘can provide. our concern is that
by greducing‘ competition - even further through ~additional
acquisitions in the middle-sized range, there will. be a'
vpotential for avsignificant reduction in market competltlon
This concentration can only result in a negat1ve 1mpact on the'
consumers of New Jersey _ : ‘ _
Inc1dentally. Senator Cardinale, we have plans to open’

four -- and assuming that we can work out an acquisltlon of the
land -- five branches in Gloucester County, where there . 1s a
, significant rconcentration, of -bankingi assets.. To. us, . that

represents an opportunity. Because of our‘medium size. we have

the muscle to be able to go in there and, we-. think, do anrr
‘effective job, and hopefully taking some of that market share -
away from them. ,Sovl think that shows' the value of other
medlum-sized banks vthat are . w1111ng to go' into these areas

where there have been concentrations.
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sENAToR' cARbINALE- . The point that I was trying to
"make;'aohnp was really that even if all'of the ‘middle-sized
| bankS" got gobbled up, there: -would be someone to take thelr
Vplace because there is a market position for middle- 51ze. heref
is' a market pos1tlon for small ~and there is a market positionf
- for.. large ’ e . ' o
'SENATOR O' CONNOR: - ‘Is that true? o .
'MR;; WALTHER.- ,The,chst'.of‘vgetting intof the banking:

business _is rising every year. It takes a level of

SOphistication. which'basically’translates to'computers. and a
computer costs the same whether “you are a big - bank or whether
syou are a small bank 1n terms of the sophlstlcatlon requ1red,‘
. to offer the products that the market demands today It is
‘much ea51er to lay that off over a larger number of customers
- 1t reduces those costs. -- than it is to,a small_number.

|  SENATOR CARDINALE: Chris has perhaps-¢hanged the tone
of the hear1ng a 11ttle bit with h1s remark. Let me just ask
you thls. In other states: wh1ch do not have a cap, 'do they
Still have large banks, small.banks, and.medlum 51zedvbanks -
where there is no cap at all? e _ .

‘ ,:»MR. WALTHER: You're asklng me somethlng that I-- VI
am a New Jersey‘banker ‘I am ba51ca11yva central and southern
New Jersey banker ‘1 don't know a 1ot about other states. _

SENATOR LESNIAK That's a good guestlon, one of the_
c‘best questlons asked. ' '
, . MR. WALTHER My knowledge would be of Pennsylvanla
VPennsylvanla has a different type of cap, 1n ‘that they have
"llmlted the number of acquls1t10ns - as opposed to the. size.
'They have 1 belleve it 1s three acqulsitlons over: a four year
"period.' I be11eve that is the case But there are good—51zed
banks in- Pennsylvanra, of course. , -

:SENATOR bESNIAK: Isn't there another form of - cap in
existence, and that'is the Banking'Commissioner's authority to
g;dlsapprove an’ acqulsltlon if 1t is not 1n the best 1nterest of
the pub11c°
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MR{'WALTHER Well in the case of the First F1de11ty -

“'.acqulsltlon of the Natlonal ‘Bank of Gloucester,v the Banklng:

,"Comm1551oner felt that she dldn't have that authorlty
' " SENATOR LESNIAK She felt 'she did not have  that 
‘authority? RIS e R RN
', , B MR."WALTHERﬁ That's, my underStanding of Qhat5 she
felt. You'could'ask her‘ ., ’ v‘ = | I
1 SENATOR LESNIAK: 'We11}'shou1d she -have that autnorityiff
| MR. WALTHER: Do I-— Certainly, I support the
rover51ght bill. ‘ ’ - RS e -7 a _i
SENATOR O'CONNOR: That sounds 11ke a - lawyer s dream,
3not in the best interest of the publlc _ . ’
SENATOR LESNIAK The over51ght b111 would ~give ‘her -
that authority? o - . - o : |
'MR. WALTHER: My’zeading'of’it would, yeg;‘si:' ‘She
v'would have the right to pass on any acqu151t10n that was——f | v
| 'SENATOR LESNIAK So. that's why it's good to have the
,overs1ght bill t1ed into the-- . v ‘
MR. WALTHER Tied in w1th the 1nterstate banklng
SENATOR LESNIAK: Interstate ‘banking.
MR . WALTHER. Yes. »May I continue? . ‘
'SENATOR =~ O'CONNOR: vVery clever 'cross examination
(laughter) May I Just take. you back because I don't thlnk you
answered the questlon that Senator Cardlnale ralsed? '
' MR. WALTHER: Yes, sir. e
’ "SENATOR>~vO'CONNOR: In - that Gloucester County
situation,'where you, as - a>medium—sized bank, are ant1c1pat1ng
moilng in there and - fllllng that market the Senator- has
suggested that there w111 always be a market for the smaller~
and medium-sized banks to go in and do that, My ‘question 1s.
Are the_:smaller ‘banks able, because of 'what_ you 'said about

- computerization and so forth-- Are they able to go in there
and do,that?‘ | L _ o .

MR. WALTHER: Mr. Schneiderman very -- and 1 don't

mean to denlgrate anyone - proudly told you that ‘after 10

vears, they are now into their third branch. Branches today .
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fcost anywhere from between a half and a mllllon dollars each.
_I submlt that a ‘small bank cannot go 111 w1th four or flve
"branches in. Gloucester County all at once, such as we ‘would do.
| SENATOR 0! CONNOR: So,- follow1ng ‘that out then,vif the
',medlum—s1zed banks are all gobbled up, there will not be anyone'
" :there to flll th1s vo1d that would be created by the larger,
banks comlng in and then clos1ng branches? -
MR WALTHER ‘ That ‘is. my oplnlon
SENATOR LESNIAK If they close branches , :
SENATOR O'CONNOR Well, 1f they do as- they have 1n'

v";the Gloucester situation.

, SENATOR LESNIAK:  They ma’y open- branChes,_ in other
71nstances A e u.'fl' .' SRR
'] vMR,'WALTHER'JJWell we hope they keep c1051ng them, '
wsir, as. a compet1tor._ May I finish? ' ;

SENATOR LESNIAK: Okay , . .
, ' MR WALTHER 1 submlt to you that by not - puttlng anyﬁ
f‘controls' at ~all on. concentratlon:_ of bank1ng bus1ness, New
:_Jersey w111 be ‘faced with a reduct1on in ch01ces that will hurt
"sthe consumer, hurt the bus1nessmen of ‘New Jersey, and f1nally,
hurt the government of the State :

. Concentrat1on, .of’ ‘ bank1ng in largeri"}banklng
‘,organlzat1ons, » whether 'they »be' New : Jersey based or
_ﬁouteof—state w111 effectlvely 11m1t the ch01ces ava11able toh
our State's count1es,= school boards, State agenc1es, the
Treasurer of ‘the State of New Jersey,,and others when ‘they go
out to sell bonds or obta1n competltlve bids on depos1ts

' A' lot of testlmony seems . to go back to  the

' Meadowlands It's very 1nterest1ng As 1 ment1oned to you, we -

’are a ‘central and’ 'southern New Jersey . bank. When the‘
Meadowlands was a sure thlng, those banks wh1ch most recently‘
‘ put up the money for the Meadowlands d1dn't 1nv1te us into that
h loan part1c1pat1on . Why? Because the repayment is- assured.

~We, however, ‘were 1nv1ted in back in early 1970, when the bonds
.were ‘'not a ‘sure: thlng ' We were asked to take our total $5° .
‘ m11110n worth of those bonds also " And at that time, as jI’

o ;nd1cated»to you, we were about a $400 million bank.
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) SENATOR LESNIAK How about the Turnpike bond52LHWere‘
vyou 1nc1uded 1n that° . S | R
| “MR. WALTHER 1 don't know specifically on that, sir.
My guess is that we probably were included in that.‘,But the'
- Meadowlands surpassed everybody s expectations. more so, letisb
- say, than the Turnpike bonds. v e h
' SENATOR LESNIAK. Well, ‘I hope that the,»Turnpike-
doesn't surpass everybody's expectations. Anyway——_> e
SENATOR JACKMAN: You'won't have any city left-- -
SENATOR LESNIAK: I won't have any city left. el
~ SENATOR JACKMAN: -=if .they_ keep it up. They'te'v
’taking part of his district. | ' o . |
, MR. WALTHER: That's why we're concerned about the
direotion that S-1466 is taking. We must view it as a three
and one—half\.year phase-out of all caps on the limits of
bank—holdihg: companies. Others.'have argued that caps are
'archaic; ‘that they stifle growth. 1 submit that the State
should 1look at caps as ' a way of controlling growth. w1thout
stifling it. Who knoWs what's ahead as we travel down the.
~highway of regional_.and. interstate banking? 1 believe that'
this State should set a cap limit and tetain that cap,untii
“such time as the Banking Commissioner and the Legisiature
determine that ah‘adjuétment should be made. This provides the
State with a strong managementitool, so that it can éerve as a
mechanism for controlling growth and ensuring that there will
continue to be competitioh-for the consumers of New Jersey.
$-1466, on the other hand, will phase out thevcap in
three and one—half Yeats. unless the New Jersey Legislature:
acts. Let's be realistic. Three and one-half years from now
will put us right in the middle of the 1989 elections. With
both houses up for election as well as the Governor, it is my
fear that this issue of the cap will be lost in the shuffle.

I would hope that this Committee would see fit to
-really'look closely at the ramifications of supporting S-1466. .
‘Do you really want to eliminate the cap? Do you really want'to
open up the possibility of out—of-state banks COnttolling and
dominating New.Jerseyis banking business? -
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New Jersey Nat10na1 Corporatlon urges'this Committee
5‘not to t1e S 1466 to the passage of 1nterstate and oversight.
" We: support the approach of Senator O'Connor s 'legislation’e—.
S- 1658 and S 1659 -5_wh1ch separate 1nterstate and oversight.
wh1ch should move. forward from ‘the cap 1ssue,'whichlwe'fee1
: requlres a more thorough exam1nat1on L _b |
' I be11eve you ve heard in the test1mony today, and in
uthe test1mony that will follow, _that there are some ,serious'
reservatlons -about the - cap issue. We would hope that these
issues will not - be lost 'Or overshadowed 1n the rush to
7,1mp1ement 1nterstate and overs1ght banklng
Like any pub11c 1ssue,‘ there .are two sides ‘to 'the
story We'! re appeallng to this Commlttee to -balance the debate
-and work ‘with the Department of Bank1ng and  the Governor s
office to come up w1th a compromlse that makes sense and will
protect the consumers of the State of New Jersey Thls will
allow for true competltlon and. a strong and healthy banking
"system : ‘ 8 , T _ -
-1 thank you for the opportunity to offer ‘my testimony.
sSENATOR LESNIAKtl Any further questlons? :
»SENATORVJACKMAN: 1 just want to make a correction
because 1 just checked. JWe don't come up for election three
years from now. we'Only come up for.election in 1987, and then
we go for four years ~ 'S0, we won't be‘available—e ’
' SENATOR LESNIAK: "We will be available.
SENATOR JACKMAN: We will be availab1e' .
MR; WALTHER: .: . See what happens when. you get out of
:’your own 11tt1e small. area of expertlse (laughter):_
. SENATOR LESNIAK: Wait a second. ’
MR. WALTHER: Thank you. :
SENATOR LESNIAK: Jon Holt, Holt and Ross. “
SENATOR JACKMAN : Iy'just ‘thought of ' that. I was.
thinking,"“Gee,_ don't tell ‘me we're running for two years
now." That got me a little scared. , o
| SENATOR LESNIAK . By the way,rof course, lawyers have -
expertise in all areas. | - . |
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SENATOR CARDINALE: Or think they do. I

SENATOR LESNIAK:  And dentists -- lawyers and
dentists ‘labor leaders as well. "‘_ P v e”‘
“JON HOLT' Mr. Chairman, members of the Commlttee " For -V’th’ev '
b'past several ‘months I have served as Leglslatlve Agent for 10

‘v.of the mid- 51zed bank holdlng companles in New Jersey

SENATOR LESNIAK Two new clients you added on here 1n'h
penc11 (referrlng to w1tness s wrltten statement)? T

MR. HOLT._ Yes. B | o

SENATOR LESNIAK: They weren't paying into the kitty?

MR. HOLT: No, it's always been 10. 1It's a growing
list of concerned mid-sized banks. ‘The banks, for the record,
are Citizens First . Bancorp, h»Commeroial Bancshares{'
Constellatlon Bancorporation, - First. 1JerSey _ NationaL
Corporation, United Jersey Banks, Statewidef'Bancorp,';United
‘Counties Bancorporatlon,‘ the summit Bancorporatlon ‘Horizon:
Bancorp, and ‘New Jersey Nat10na1 Corporatlon

I come before you -as one of the part1c1pants~in‘a11‘“

the battles over the last few months concernlng all of these
mlssues. One p01nt that ‘I think. nay - have been lost 1n some of
the discu551on, 1 want to address now. ‘ : ) ‘ 7 |
' One of the bills before you, S-1468 -- and we just
o dlscussed it earlier -- stresses - the need for increaSed
oversight of the changing;rbanking scene by the New vJerseys'
Department of Banking. | o IRt i
, Con31stent with the‘ goals of S-1468, if ‘the State
wants to build oversight ‘into the interstate package, 1 nrge
"You‘ not to 'rush_ to throw away the safeguards proVided ~by a:
deposit vcap ‘law. 1 ‘might also .add that Senator* O'Connor‘s
- 5-1659 also has the over51ght provisions in banking-
S- 1466, as,wrltten, phases out the cap safeguard over
a three and a'half year period. If the Leglslature takes no
} action’to'retain the cap, then it w111 be e11m1nated _
. 1 urge: you to look at  the three-and-a-half-year
phase—out,realistically. We ‘heard Mr. Schaub“speak to the fact
that they lookzwat this as a way - of eliminating _the sap'.
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comp'letely' after three and a half years ‘ - That isvhhow.,First
F1de11ty and Midlantic are v1ew1ng 1t “As Mr Walther stated,
‘we - have -a lot ‘of concerns 'about the three-and—aéhalf—year .
ephase—out. - Out of- state banks, we - have to realize. through'
interstate banklng, w111 be". 1nvo1ved in nNew .Ierseyh banking;'
~You can't overlook that 51de.‘ Do we realiy’ want to have 'a
.sunset prov151on that in three and a half years from now could
-- because of elther the 1nert1a or because of other 1ssues

~that are affectlng the Leg1s1ature - become—— _
~ SENATOR - LESNIAK: . 'Inertia ' never affects the
Leglslature G ‘.b, | - R R
' ‘ MR. HOLT --eliminated completely, and we would have

While :the idea ' behind the sunset provision 1is an
1nterest1ng one, i.heiieve'that'it offers more»problems;than
solutions. S - | . B
_Why should a cap be retalned'?' Because w'ithoutv'some
sort of cap, "New Jersey would be open to having its banking
”domlnated by one or two large banks. The worst scenario could
',flnd us w1th two out of-state banks dom1nat1ng the market. ' '
Does _th;s. scenario ~sound farfetched? Well, we were |
‘talking“earlierfabout; are there states that have their banking
'vdominated by one or two banks? Are they big banks, little
| banks, and medium_banks?l1We only‘have to look at Rhode Island,
‘where we find two ‘banks control 83% of all the commercial
deposits‘in that_stateg In.Nevada; it's 72%; in Arizona, it's
66%. o R | |
o SENATOR CARDINALE: “May I‘interruptfyou'for a second?
| MR. HOLT: Sure. E B
: o SENATOR CARDINALE With respect to ”those; can you
glve us-- Can you furnish us, perhaps"eVen‘now,‘Or later, with
the two ma jor questlons,vI ‘think, ~that we would have to answer;
that is, are loan rates higher or lower in those states where
‘you have th1s h1gh concentrat10n9 And "do the consumers get a
‘greater or lesser amount on the1r dep051ts 1n those states? . I

"tam not famlllar ‘at a11 w1th Rhode Island It is my 1mpres51on



y;_\Which'may‘be Wrong:'— that in the”western'states,loonsumers_;
o do obta1n a much hlgher rate than they do in the East. “'k"n
: . SENATOR JACKMAN:  Rhode Island?  How big is Rhode
Island? Rhode Island 1s about as. b1g as Jersey Clty,'1snft it?
: MR. HOLT: It votes the same way,‘too. _ o L
SENATOR LESNIAK Isn't the way to prevent the 1mpact

of out of state banks on New Jersey to allow New Jersey banks.
to: grow s0 that they won't be 1n a p051t10n to be taken overy
"_'by——-’ ,v” o o S ! o .,’ S -
. l MR. HOLT-"'Iv think we have-bthat'xposition"now"ﬁwith ;
mFirSt Fidelity,’the Keefe Report “that was presented as part of
our testlmony last. time. Many of the analysts say now. that 1tf'
fls large enough so that it won't be taken over. Now. when you
get 1nto New York, that's a dlfferent questlon, but New York is
not be1ng cons1dered r1ght now as part of the - 1nterstate‘
bpaekage The argument that I understand from the other 51de ‘is ‘
'l'that they want to grow b1g now to be able to. offset problems 1n"
the region that is be1ng formulated ’ : l .
N:' _'p R1ght now, they are ranklng in the top_710' e-‘.both
banks in the reglon,» So, they are sizeable'-banks at _this
y‘point.: Now,gthe’bigrquestion'is, how b1g is b1g? S- 1466 willh
' allow them, you_know,'to almost double 1n 51ze ‘over the nekt.h

'threé_,and ‘a half years. - " And theny you have"a 100% cap

limitation, 'and that is really:'theb;focus of my d1scuss1on
.yAnd, Senator Cardlnale, I will look,into‘thls questron_aboutv
the other banks. o R o
SENATOR JACKMAN: Do you foresee interstate banking in
’New York and New Jersey? ' L o R . o o |
MR.  HOLT: Well there's a ‘trigger. . You know, New
=York w111 be 1n f1ve years from now, or there is a trlgger,:sof'
we have to look down the road to that But, you know,_the
'questlon now is, we re ‘looking at the: regional 1nterstate»
:;banking, and what we are going to do over the next flve years,
- or even the next three and a half years B ‘ _
' SENATOR = LESNIAK: Do ~we look down the road by
’restrlctlng the growth through acqulsltlon by' the ’State*s_-
glargest bank? 1Is that look1ng down the road7 ' ' |
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HOLT Well 1f we look at S< 1466 and we look ath
qjthe growth and the flgures; on .that, 1t does prov1de F1rst
 Fidelity and others~to double 'in size over.threeeand‘a half

i;years  That is w1thout even eliminating\the”capf*5AfterVYQu
"jryellmlnate the cap after three and a half years, our big concern

: 1n,;;ne,, banks ,1s,; you know,; 1f fwe' iook at"S—l466w'

'reallstlcally.,and we know—Q_ You know you re the sponsor of

it, and you re- the Chalrman of thlS Commlttee We really want

'“vto step back from all the debate on the numbers and all’ thek

other. 1ssues,,and say,'"Where are we g01ng on this cap 1ssue?ﬁ
"What is g01ng to happen three and a ‘half years . from now?" Wev
‘,f‘thlnk 1t 1s wrong to e11m1nate the cap completely to- put a
lsunset 1n there that could 1eave us open to problems down the
uroad ‘," o : ‘ IR de T , ‘ e
_ ) I don't agree w1th. the argument that. we11'7if bthe:
:bfllttle banks are 80" concened' and the mld s1zed banks are so"'
”fconcerned three and a half years from now, kthey w111 come back
:hto you and demand that somethlng be done I Just thlnk it is .
runsafe to have that sunset when we don't know what 1s g01ng tot
”.happen w1th 1nterstate Can you tell me what banklng is g01ng
;;tor look 11ke three and 'a half years' from now’ Can the

:VCComm1551oner tell us? Can the banks tell us?’ We don t know ‘

‘ Just thlnk the sunset whlch is- really ‘not a sunset s 1t'

”'ba51cally that somethlng w111 happen 1f nothlng else happens——
C;I th1nk we ought to amend S 1466 g0 1f you do con51der .and do
y;move 1t,‘that it have the cap retalned after ‘the three and a
”jhalf years _Then, if 1t shows that it 1s stlfllng, we can: come

'”=back and work on 1t agaln,‘1f it shows that 1nterstate banklng

_1s worklng But 1T submlt that the Comm1551oner may want to

'vahave that cap three and a half years from now

SENATOR JACKMAN What Comm1s51oner9 _ L o
IR MR. HOLT.‘ What Comm1551oner?v 'The"COmmissioner, of
'7Bank1ng B - o o | '
» SENATOR JACKMAN Yeah but whlch one?V‘

'.C_VMR.VHQLTw¢ Whoever 1t may be

T
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SENATOR JACKMAN: ©Oh, that's it, because we have been
chang1ng them so fast we don't even know-- o G
v u_'MR;. HOLT: Well you dén't know. - You really  don't
SENATOR LESNIAK It's probably going to be “Hazel
Gluck. (laughter) o | SRR o

MR. HOLT: And the other question-- ‘Ray, ‘1 think you

asked the question. You said S-1466 -- does it fit in with
Chairman Volker s statement? For'the first three‘and‘a“half*
vears, yes,llt fits under his cap After the three and a half .
. years, if you eliminate the cap, no, it doesn‘t . We see Ohioe

. and ‘Indiana - putting caps on; we. see other,‘states facing

o interstate;-and here in New Jersey we!re,100kinglat eliminating
. them completely. 1 just think it is the wrong message to send

. at th1s t1me

-1 have a draft amendment that I would llke to have the
’Committee, con51der ‘and review. It is attached to my
’Statement. ABaslcallyfwhat lt’SaYs‘is that after threemand'a .
half yearslunder Se1466, the. 13.5% would be retained, unless

':the report  from the"Commissioner‘>shows that it 'should be

adjusted. 'That is all we ;are asking for. We're askingr?for'
that at this point when we look at it.. We 1look ‘at this
- three-and-a-half-year period and .see how we!' re do1ng We. see' -

howﬁinterstate'banking is going, and take a view of it down the
road. N R _ - o :
| But we really have a lot of reservations about the
dhelimlnation of the'cap We would llke ‘to have that serlously
conSidered, and not lost in the. debate on - what the. percentages
should be. o _ _

1. also have ‘some information, Senator ‘Cardinale.; on
the size of the banks. This is a 1istmthat.1vwill;_- I'Only
have.one copy, and I haveba'copy for the stenographer,' This
list ranks all the banks in New Jersey. frOm'the'top to the
bottom If the m1d tier is absorbed by the larger banks, “there
is" really a b1g gap between ‘what is now mid-size and what the

smaller banks are. That 1s what this shows - 80, we do have
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,some concerns about that also That is why’we'thinkvthe cap“

_should be retalned in some form, until we _can look and see

‘,what's happening down the road . _
’ SENATOR LESNIAK Questlons?‘_ (no response)v Thank
you, Jon. ' S | e - =
: " MR. HOLT: Thank you. AR
- SENATOR LESNIAK: Al Grlfflth? 'Al, you're going to
punt, is that-—- - S e S _
;AL‘GRIFFITH I'm Al Griffith,v I'm Vice-President of the New
Jersey Bankers Assoclatlon o ! am‘a-rmrson'who‘alwaysvenjoys
- coming before th1s Committee. 1 know ‘that the volumes> of
testlmony ‘you have recelved are. very weighty. and _very
xsignificant., EaCh of you have done, and are cont1nu1ng to do
some soﬁl—searching,oas;ali_of us -in the banklng communlty have'-
_;“all'the issues’that are‘before'you , » , | ‘ ‘
The New Jersey Bankers Assoc1at10n.‘on'theﬁissue of
.thei cap—- - .To  start with, there was discussion as to what
‘posrtlon NJBA shouldv'take on that particular issue back in
June, when the issue began to come to a head The members of
the Executlve Commlttee -- some of whom are here in the room
- today, or who are part of bank- hold1ng companles that they are
yrepresentlng - felt, in 11ght of the division of the oplnlon
among the,~maJor' bank—holdlng companles which are supportlvev'
members of the ASSociatiOn,;that it would probably be extremely
'unwise that NJBA take a .particular position on that issue.
- since, agaln, it 1s such a dev1s1ve issue. '
o _ Hlstorlcallyr when I have ~spoken before you, it was"
pr1nc1pa11y when 1 1nd1cated ‘that there was a partlcuiar NJBA
9051t10n, and.1t was always with an overwhelmlng_majorlty of
support 'from our'“banks before I made such representatidn,:so
you would. have the assurance that whatever 1 sa1d you'couid .go
back home “and talk to most of your bankers back home and flnds

' most of - them pretty .much in agreement with the sentlments I

:'offered But on the. 1ssue of the cap., clearly I cannot -- from <

the standp01nt of . the Assoclatlon —;,tell you which way to. go,
one way or the other on it. ' o



‘Howeyer} I'wouldalike to, juStAvery briefly, attemptu'

" to explaln to- you the reglonal interstate . leglslatlon,‘since it

was put together for almost a- three and a- half- year perlod by -

almost all of fth part1c1pants‘ here in the room “from the y‘
banking communlty It was debated discusSed.~ amendedr:h
revised re- rev1sed etc.,‘ and it was done also withv,theQ‘
Banklng Department as well, crafted to a compromlse,‘ one;"
‘whlch as you- probably read the b111 andksometlmes scratchedh
,’yourshead,band safd, UHow,could they pdssiblyvcome’up Withfsuch
crazy _things- l-ike this -- 14 states ‘south and west of here,
regionalb trlggers, national trlggers. etc?"f They were]'ailv
,vcompromlses, agaln, de51gned to satlsfy the varying- concernss
tthat the “bank- ho1d1ng companles had with regard to the t1m1ng
fof 1nterstate banklng, and also, to the assurance ‘that as manyi
as p0551b1e were protected and yet had opportunltlesykto‘dom
: th1ngs elsewhere as well. | H'tvv : yy" | ,
' ’ - The testlmony before you ——_andFI won't'readgit5--nis

,nessentlally the statement to ‘theb interstate bill";asﬁf.'”

5.1ntroduced 1t 1nd1cates the fact that  the regional
-arrangement was dev1sed over a perlod of t1me.-and5that:what»we
.were attemptlng to do was to f1nd ourselves as a part1c1pant 1n

the interstate" world. Interstate banking is clearly here rlght
‘now in many.regards, front door and back‘door. Commerc1a1 loan

operations by out-of-state banks exist in New Jersey: 'EDJAC

corporatlons ex1st here. You have the use of plastlc across

- state 11nes, 1nc1ud1ng plastlc for d01ng everythlng but taklng:v

”deposits _ In many ways. _you have the non- bank bank ex1st1ng,“

which ex1sts and is here prlor to belng grandfathered and s0
“in many ‘ways it's here except for, ‘1 guess, one major
dlmen51on,.’and “that is the, nature yofyllnterstate dep051tj
,taklng That is probably the last remalnlng remnant of that.
Even to some degree, perhaps, . there 1s a certaln dlmen91on of»
that as well. ’ ' '

New England dec1ded it was in the1r 1nterest to try to

' dev1se some reglonal arrangement .80 that they would be able to

“alloW' certain banks in their region to grow of 31ze to be



COmpetitivejlwhen>,interState' banking  came. It was done in
anticipation that' 1nterstate banking would take place on a
‘national basis eventually._ ‘It was designed, ‘alsoj with’Some»
J.concern about the poss1b111ty of hav1ng larger money center
d.banks from the straddllng border of New York as an example,
overrunnlng them before they were prepared to be competltlveQ
So in New England .an arrangement was . dev1sed among the states
of that partlcular reglon.- , o , : '

In the _southeastern,'part ofi'the country,_ Florida,
which was also very much concerned by the very strong advances
of‘ﬂ several of .the‘ ’money " center - banks, V some potential
leglslatlve advances dec1ded it would be in their interest to
‘try to 51t down with bankers from other states in. the southeast
to- dev1se a Southeast Interstate Reglon. That ultimately also
came to pass, and there is regional 1nterstate_banking-in the
gsoutheast. ‘ L L | i -
| ' The question was, wouid‘states, however;;be,able to

pass 'legislation to provide for regional arrangements? —And

that -ultimately ‘went to the Supreme Court of the United

States; In June'ofvlast year,_the Supreme Court wupheld the
' right'of states, through the Douglas amendment which gives them
vparticular rights, va11d1y and legally, to establish regional
vinterstate arrangements - So .the interstate 1egis1ation,
whethe: it be the bill that was 1ntroduced by Senator Orechio,
‘which is tied “to the. ‘enactment of a cap bill, or the
legislation  introduced . at our request by Senator OPConnoré—
‘Both of them are identical, except for the tie, and both
provide. for New kJerseyy,to‘ engage' and,yparticipate in the .
regional interstate game or,1perhaps;-the.nationa1 interstate
‘game. . o
o ‘There are two ways in- the leglslatlon that New Jersey
,could get 1nvolved in an 1nterstate mode. One ‘is if any three
states of 15 w;thrn a given. region, going south of "here to,‘I
guess, as far south as West Virginia and as far bwest- as
‘Missouri—- ‘1f any three states 1n that 14 -- actually 15 now

_w1th Tennessee 1nc1uded as an amendment 1ater 1ast year—— ‘When

W
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:'7"any three states in that reglon have depos1ts of $20 bllllon or

_more +—_there are three states 1n the l4-state region: that ‘are
‘below that -- have reglonal reciprocity with New Jersey, New
~fJersey would then be able to engage in rec1proc1ty w1th banks

-~ in those partlcular states. It would be ~upon the thlrd state,i

of size having rec1proc1ty with us, ‘and. obv1ously the enactment
‘of our own statute, that would allow us to engage in 1nterstate
banklng then within the ‘region.

» : A second way by which New Jersey could engage» in ;
_interstate banking, another way which could possibly come
’ before'the region, is if any 13 states in the natién, includinq

”héé-counting DC as a state -- have reciprocity on a nationwide -

L basis with New Jersey. and four of those 13 states are among

the 10 1argest states with commercial bank dep051ts natlonally.**

, upon the 13th state_ entering w1th,’those _cond1t1ons met,  New
.iJersey’would then go into an interstate banking mode and, in
effect;'would,be engaged in interstate banking head-on with New .
York. o _ ) 7 : Do »v,

- : The number of states, ‘their size, were crafted as kind
of a way of allow1ng us to phase into the activity. Other
v_states have tried other approaches, such as time deadlines. ,ln'
"thde Island ~as an example, their Legislature, a year or two

- ago, passed 1eg1s1at1on that would allow the banks in Rhode

Island to engage in regional 1nterstate banking in Newb
‘England. However, they have a different provision.'and that is -
'that on;July-l‘or 15 of 1986, when that magic date arrives, the
banks in Rhode nIsland would"then be able to- engage“in

‘interstate banking in any other state in the nation. Co -
‘ We talked about the possibility of having a particular
date when we would go nationwide, but there was a fear on the

- part of most of our banks involved that there may - not,

possibly, be ,much‘ activity taking place by that particular
date, and- New Jersey would be left, along with a number of

_small states which were seeking a considerable amount of

~ capital, snch as Maine, and would be. left alone to be picked

off by the money center banks, for the most part. So, that is
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»Vhf our legislation was kind of designed the way it was. We're
hoping - that with ‘these built-in proviSions ,that a certain
bh‘number-_of' states must pass vreoiprocity,j‘etc;, again, with
,substantiai:.‘reciprooity, prov1de sufficient time and a
suff1c1ent ‘market for us to. enter and to be<entered |

‘ t S0, that is essentlally —4_1nvavvery brlefkway -- . what
the 1nterstate bill does. There is a companion piece which was
'wrltten by the Banklng Department and was worked with with the
bankrng communlty, that gives the Banking Commissioner a
certain degree of oversight over banks'that”would'eomejinto New
- Jersey, should the interstate bill be enaoted. They are kind
~of COmpanion,kpieces, "even though they ~are not tied -together
‘Officially..'We‘ﬁnderstandfthe’GoVernor»probably would not sign
onevwithout_the other. 'Again;vfrom a public interest point of
~view, this r'epresen\ts avsuf.ficient type of legislation to go
along_with.the interstate measure;” E v

‘ So, at this particular point, wearing the New Jersey
Bankers‘ AsSociation's hat, we would ask that the Committee
'release_legielation that would provide for interstate banking;
=under‘the>conditions as indicated in the legislation introduced
by Senator O'Connor. However,vshould the Committee also choose
~to feel that for public reasons, or whatever, that as a
_ preferenCe_ to past legislation that is tied, éuoh as . that
vintroducedt by ~ Senator Orech1o, | that  that becomes  the
Commlttee 's. choice. ‘ ‘

"~ Questions were ralsed as to whether or not NJBA should
have even ‘put in an 1nterstate bill - 1n llght of the fact that
there was one bill = introduced. The bill was 1ntroduced
essentially as avcontinuation of 1last year's approved program.
Second of ail ’Ihguess one would percelve that if NJBA had not
“‘moved forward to 1ntroduce leglslatlon, if it is not tied, that
it would appear as though it was taking sides, and that there
'would be only one bill on the 1nterstate scene that would only
be t1ed to one partlcular cap p051t10n So that 1is essent1a11y
)-why Senator O'Connor was kind- enough to -introduce the
‘legisIation, at least as 1 ‘asked him.  His own motives may be
beyond that, as well. ' '
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I thlnk I have pmobably sald too much, Mr., Chalrman. I 11

stop and try to.answer any questions. I have Mlke Splcer, our counsel,'”'

here if there are any spec1flc legal questlons you mlght have that Ij
~can't deal with. .
| SENATOR LESNIAK: Senator O' Connor?

SENATOR O' CONNOR- ‘Al, do you have " any comment with respect
to the advisability of my two bills in llght of what happened in the:
Assembly Banking Committee last week?

MR. GRIFFITH: ~ Well, the Committee just released the . cap
bill, and I don't believe they have made a dec131on one way or the
other yet on whether or not the interstatepand oversight,bills should
be released, capped or not. So, I really can't say. I don't know what’
the Committee will do, so I»really probably can't comment one way or

the other. Again, like it will be here, it will be a call on the part -

"of the legislators as to whether or not you want to release them tied
- or untied. : | L ' '

SENATOR LESNIAK: Senator Cardinale?

SENATOR CARDINALE: I just wanted to question one point. The
prior witness made a point that Arizona, Rhode Island, and Nevada had a
slight concentration.of banking in a few institutions. I noticed they
are alsc, on your list as having an active ynatianide bank-holding
company reciprocity. Is there a tie-in between those two factors? Is
that —- ycu know =- once. they intend to go into reciprocity that you
are going to necessarily have high concentration?

MR. GRIFFITH: Well I guess it' s going to depend upon, first

o of all, 'whether or not there is leg;slatlon in the State that

‘establishes some kind of concentration limit, such as a cap, which we -
, already presently have, and may possibly react to again.

| SENATOR CARDINALE:’ The question really is, do these things
go hand in hand? . Once you get into this reciprocity situation, must
you necessarily have high concentration? - '

| MR. GRIFFITH: I don't know, Senator. I'd say it's a
state—by—state call. There may be a number of states that are anxious
‘ to engage in interstate banking, principally as a way of bringing
capital in because there are banks of insufficient size in that state.
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| It may not be in the1r 1nterest to have a cap in that part1cular state
“because every one is so small 'So, I don t know. It is a relat1ve
state—by—state call, 1'd say, and I really can 't be more specific than
that, I guess. And, I'm not really too, well aware, to be honest w1th'
you, as to what the ‘cap s1tuat10n 1s in the states that are mentloned.
_ SENATOR CARDINAIE - Given, the region that we' re cons:Ldermg,'
were our two larger banks not to grow, do you think that they would be
'l1kely targets to take over by banks already in ex1stence 1n those
other regions, and the other states w1th1n that reglon" - o
. MR GRIFFITH: It's hard for me to say on that, as well I
'don!.t know. I don't know what the game plan is of out-of-state banks, . “

- and whether or not the tWo largest banks would' be in their interest to

vbe acquired or not.-- whether they have systems compatability. I
.reallydontknow. , I , R
‘ I Know there 1s obv1ously--, There is always a lot of talk
among bankers about acqu1s1t10ns and future ac,qulsltlons, etc., but the
Trade Assoc1at1on-- We are ‘really pretty ruch not too well- aware of
those partlcular thmgs. I think we read about them in newspapers,
probably as you folks do. So, I really don't know on that either.

Loy SENATOR JACKMAN: Do you th1nk if there were just two banks
~in the whole State that the consumer would be gettmg what would be
| con51dered a fa1r shake" ‘ , : :
| SENATOR LESNIAK - We're not con51der1ng that there 1s gomg
to be just two banks 1n the whole State. - ‘ : ‘

, SENATOR o' CONNOR That s a good questlon. (laughter)
MR GRIFFITH: Even if there—-v s |
SENATOR JACKMAN: I just was wondering. ,
: SENATOR' L.ESNTAK If there are no banks in the whole State——

: Wny don't you ask that questlon, too'>' Why don't you ask if there are
" no banks in the State? o e ;
e MR, GRIE‘FITH: 'Even if they»are working on the thing, they
are'only—. | S o N |
- SENATOR LESNTAK- It is equally as relevant a question.
MR.’GRIFFITH- I guess, ‘even 1f there are only two, and that'
- probably wouldn t. happen—- No matter what, there would always be a
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number of small banks. Again, percentage-wise, who knows? Even if
there were two, - ybu still have two canpeting. So, the consumer st111
has the potentlal of benefits of the competltlon. ‘
‘Also, however, if interstate banking is enacted, concelvably
'there would probably be more than two anyway. |
SENATOR JACKMAN: nght. Okay.
MR. GRIFFITH: You have that pos31b111ty as well.
SENATOR LESNIAK: Okay. Thank you, Al.
MR. -GRIFE‘ITI“H:, Thank you very much. | ‘
_ SENATOR LESNIAK: Our last witness will be Sam Damiano,
Pre51dent of the New Jersey Council of Savmgs Institutions.
SAM DAMIANO: Well, we—— Excuse me. Mr. Chairman, members of the_

- Committee, I'm Sam Damiano, President of the New Jersey Council of .

Savings Institutions, an organization of savings banks. We thought v
we'd give the Committee an opportunlty, should there by any questions,
to direct them to the savmgs banks within the State, since we are
orought into the question of the deposit 11m1tat10n issue.
' Asv it - relates to the interstate. banking bill before you,
you'll note that we are specifically excluded, and that is by choice of
the industry. As it relates to the oversight legislation with respect.
to 'bank-holding companies, it doesn't relate to us, and we have noﬁ
position on it. - , "
You have a very brief statement before you as it relates to
the deposit li_mitatibn issue, and we've simply said that, in effect,

the legislation before you brings the savings bank deposits into the

aggregate. And, as such, it would be our hope that if there are bills,

or if there is legislation ultimately enacted, that the savings bank

deposits be  included 'in the so-called numerator, as well as the .

denomihator, if that is the wish of the Legvislature.
SENATOR LESNIAK: Questions?

SENATOR O'CONNOR: What's the effect of that, Sam, on your .

" institutions? I mean, what does that mean? _

' | MR. DAMIANO: What it does, in effect, is-- Interestingly
enough, Senator, we operate without a cap at this time. There has
never been a cap for thrift deposits. We've chosen to i_nclude-
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- ourselves ’in k"a.'cap ’limiktation» because there's a concern -- whether. it .
be Justified, founded ; real, or unreal — that without the protectlon,,
'1f you w1ll, in our 1nstance of a cap, the attractlveness of the
- savings' bank as an acqulred 1nst1tut10n is enhanced. Frankly, we
prefer not to be in that type of a p051t10n. . .' |

‘We feel that if depos1ts are counted toward the cap that we
"enjoy some  degree of protectlon from that standpomt. : )
v SENATOR CARDINALE: - Wlthout _the cap, what is the-
concentratlon of that? A s o R ,
) MR. DAMIANO: Well, to give the magnitude of the whole issue,
the savings bank deposits right 'inow, as it is represented by the
constituents ‘within the Conncil, total somewhere around $12 bllllon,
which is the equ1valent of one holdlng company ' s—- B

SENATOR LESNIAK: One falrly large—-

MR DAMIANO , Q'xe substantlally large. - 'I'he ultunate result
is that if all of the 1nst1tut10ns were to merge among themselves, they
' would st111 not be any larger than the largest national holdlng company
in the State ‘of New Jersey at ‘this time, whlch is unllkely to occur.
- But, nevertheless, to answer your ‘question—- 1
, SENATOR CARDINALE. You've operated without the cap. You -
still have maintained a relatlvely competitive ‘situation from one
savings institution to another,’ haven't you?

o MR. DAMIANO: Yes. Yes, we have.
_ SENA'IOR'VIJACKMANV How manj sav1ngs 1nst1tut10ns are in the
State? o '
‘ MR. DAMIANO° ‘With respect to sav1ngs banks’
SENA'IOR JACKMAN : Banks. ' v

'MR. DAMIANO' You've read that there have been recent
convers1ons from savings and loan assoc1at10ns to- what 1s now being
greferred to as a Federal savings bank. If you were to 1nc1ude all of
K those - convers1ons , new charters, the traditional State-chartered
, sav1ngs bank — ‘there would currently be 23.

| 'SENATOR JACKMAN: Twenty-three.

.MR. DAMIANO: In the State of New Jersey.
- SENATOR' LESNIAK And, the - size would be substantlally,
‘ ‘larger, as well |



MR. DAMIANO ~ The collectlve--

SENA‘I‘OR; LESNIAK: The $1 2 billion would 1ncrease. ‘

MR. DAMIANO: '_I‘he collectlve depos1ts would i‘ncrease
substantlally. ' ‘ ‘ R B -
' 'SENATOR O'CONNOR: = You've lived w1thout a cap, as Senator_
Cardmale has just pomted out, but what's the experlence in the_
savings banks comnunlty with respect to acqulsltlons, mergers, and the'- )
11ke'> v . v ) o
‘ MR. DAMIANO: Up until a few years ‘ago, there hadn't been a
chartered ‘savings bank in New J_ersey beyond  soifie 80, 90 years ago.
Deregulation and interest rate fluctuations h’ave created some ' changes
-in the iridustry' Competltlon has been good We have small; we have “
‘medium. Our largest 1nst1tutlon is under four bllllon. Nevertheless,
the competltlon is good. I think we serve the public well,  We
.~ continue to hope ‘that we'll maintain that posture in the ‘State's
‘economy o _

| SENATOR LESNIAK: And that's without a cap.,‘

~ SENATOR O'CONNOR: My questions is, though-- }

. SENATOR LESNIAK: ‘We'll close the testimony. (laughter) - .

SENATOR O'COMNOR: My question was-- I'll make a statement,
and you tell me if I'm. correct. Savmgs barms don't go around
acqulrmg other savings banks, do they, as we've heard w1th respect to
the commercial banks? . |

MR. DAMIANO: We've had a couple in recent years as a result
of the need for other savings banks to acquire savings banks that have ,

found themselves in a position that would requlre as51stance. So, -

there have been mergers in that respect.
SENATOR O' CONNOR.» Okay.

SENATOR LESNIAK:  That will conclude our hearings. I'm sure
that each Committee member is going to take into consideration all of

J

the testimony presented to it, and we'll be in >a positiori to vote on
one of these bills, or all of these bills, at our next meetihg. '

(HEARING CONCLUDED)

65 IR






APPENDIX






| ATTACHMENTS TO THE
TESTIMONY OF RICHARD F. OBER, JR.
ON BEHALF OF UNITED JERSEY BANKS
S ,BE’FOREVTH‘E S
S'E”N‘A’I_“E»LABOR, IND'U_STRY"AN;D
. PROFESSIONS COMMITTEE
: OF THE |

"NEW JERSEY LEGISLATURE

January 30, 1986

-



‘ /J,l— f;;,b@% | ATTACHMENT A
' T 1 os
) ' METZGER, SHADYAc & SCHWARZ FT e

'Arronezrs Ar LAW i IR ﬁ'zgﬁP l'“'

12’5 X STREET, N W, WASHINGTON, D. C. ZOOCS

"EUGENE 4. METZGER®
EUGE : TE.EPHONE. (2027 289-4520

RICHARD C, SHADYAC
| CARL W. SCrWARZ®

" RALPH B. LONG® : S : R S . . CABLE ADDRESS: 'msr:nuw ws_...'j _
AUSSELL E. SHERMAN - ST S i . : S o .
. MICHAEL €. FRIEDLANDER® o ) o ) - o TWX: 710-822-0123
"mENRY N, LIBBY® : ' P : ’ : N .- 0 TELECOPY. 202-882-2128
ROBERT BLOOM:". : ‘ o , ’ . TELEFAX: 202-882-2127
DENNIS C. BRADY® o A ‘ - _
2 J. THOMAS FROMME. 1 ** . S e S o VIRGINIA OFFICE:
T SAMUEL SHEPARD JONES, JR.- . T s . . LT
WILLIAM M, BARRETT® . . S R e : v . 7840 LITTLE RIVER TURNPIRE, ANNANDALE, VINGiN:A 22C03
a’::s"::i"“'c:f:;.”" IR o v . TELEPHONE (703) 642-9:100 .
L * : . - . E o -
DENYSE SABAGH . . : e S . | OMEMBEM O.C.BAM ONLY -
JOSEPH M. LAMOUD, JR. . ] . C N N - " eoMEMBLR VINGINIA BAR ONLY -
. BRIAN D. ALPRIN® . . o : teeMEMBLR KENTUCKY BAR ONLY
- PAUL J. PANTANO, JR.* . : . : !
" ELIZABETH WARNER®' o i T S : Co S :
RICHARD C. SHADYAC, JR. : R S ) . : i WRITER'S DIRECT DIAL
" CHARLES R.CORBIN, JR.*%s - - . - : L ' T . (202) 2B@9-

DONALD L. HARDISON

ABRANAM A DASH . T . June 13, 1985
| ©OF cOuNSsEL " T L | - : o

Mr. Steven J. Weiss : ‘
Director, Bank Organlzation and
- -Structure Division S
Offlce of the Comptroller of the Currency
490 L'Enfant Plaza East, S.W.

' 'Washlngton, D.C. 20219 :

 Attention: Merger Sectlon

Re: Application of First Fidelity Bank Nat1onal Assoc1at10n;

- South Jersey, Burlington Township, New Jersey To Merge With
National Bank & Trust Company of Gloucester County, Wood-
bury, hew Jersey

'Dear Slrs.’

, Two of Wash1ngton s prem1er guardians of the pr1v11eges of
. Fortune's 500, Covington & Burling and Arnold & Porter have lent
their voices to those competitors of Ffrst Fidelity Bancor-
- poration who would block its acquisition of National Bank and
~Trust Company. After an initial expatiation on vegetable
culture,‘the rhetor1c grew heated E. g.,

. To perm1t [th1s merger] C o would be
‘to authorize a banking gollath that would
dictate the terms of banking in Gloucester
County - without = concern for. competition
[and] -- severely lessen competition to the
detriment of the citizens of New Jersey who
live and work there.

Hyperbole, soarzng on the w1ngs of a Hawke, rises in the
sky, ever h1gher, unt11 it is lost to the ken of mortal man.

gZ,(
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_ The conceptual predicate for these dire forebodings is the
Antitrust Division's structural guidelines; a gloss on the
' Federal Reserve Board's product market musings; and a burst of
private revelation on relevant geographic market, That neither
the Department of Justice nor the Federal Reserve Board were
privy to this received wisdom -- and found no consequent harm in
the merger -- proves only the complexity-of scriptural analysis.

The Comptroller is abjured that if he will only indulge and

- adopt protestants’' impermissible reading of the Federal Reserve
Board's position on product market 1/ and accept protestants"'
~ipse dixit on geographic market, then he must deny the merger..
Indeed? Protestants tell us that in their geographic market and
giving no credit to any other type of depository institution, the

- merging banks would have 51.2% of commercial bank deposits or 39%

1/ ~The Board has never said it limits analysis to 50% of thrift
deposits; what it has said on occasion is that if you were to
limit them to 50% in specific fact situations you would make the
effect more palatable on structural analysis. In many instances,
the Board has approved acquisitions where, if you included one
hundred percent of thrifts, the effect would still significantly
exceed Justice guidelines. E.g., Sweetwater Valley Corporation
71 Fed. Res. Bul. 167 (1985); Midwest Financial Group 70 Fed.
Res. Bul 732 (1984); BT Financial Corp. 70 Fed. Res. Bul. 876
(1984); and Worthen Banking Corp. 71 Fed. Res. Bul. 110 (1985). -

‘ Indeed, the protestants themselves have represented in
their apglications that an appropriate product market includes
all thrift deposits. See, e.g., Application of United Counties
Bancorporation to Acquire Franklin Bancorp; New Jersey National
Bank to Acquire Citizens United Bank, N.A. (using a Burlington,
Camden and Gloucester relevant geographic market -- consider- -
ably broader than its Community Reinvestment Act 'service"
area); Application of National State Bank to purchase assets and
assume liabilities of Elizabeth Savings Bank; Application of
United Jersey Bank/Central to Merge with First National Bank of
Princeton. Protestants apparently feel with Emerson that "A
foolish consistency is the hobgoblin of small minds." :
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if you gave half weight to 'S&Ls or 33% if you gave them full
weight. Arnold & Porter contends that in a product market of

. commercial banks only (given its geographic market) the re-
~sulting HHI would be 2936 -- a change of 808. In the Comp-

- troller's brilliant analysis of the Oxford merger in Chenango

.. ~County, N.Y., the comparable numbers were 5511 and 1046. In-
~“cluding thrifts, they would be (Gloucester) 1393, up 342 and
(Oxford) 3490, up 606. Yet, the Comptroller approved Oxford and
‘Justice, which had then opposed (unlike here), was forced to

~ abandon prosecution in mid-suit in evidentiary disarray. As the
Comptroller pointed out in Oxford, structural analysis is but a

- beginning point of inquiry. Thus, he found four competitors in
- the market larger than the ‘institution to be acquired and a
- ~substantial number of others within thirty miles. These, he

-~ concluded, would preclude the development and exercise of market
power as a consequence of the merger. Here, even in protestants'

"market,’ there are 15 depository institutions remaining which =

are absolutely larger than NB&T. 2/ Within one mile (i.e., in
Philadelphia and Camden) of the ''market,'" there are scores more.
- A'similar conclusion with respect to market power here would then
- seem a fortiori. R . RN o

- We need not, of course, reach non-structural analysis.
Protestants' Asparagus curtain which we are to assume as effec-
tively insulates Gloucester customers from escape across geo-
political lines as the Berlin Wall precludes leakage from
Socialist Paradise, has no more substance than a Soviet agri-
cultural forecast. . Both the Department of Justice and the
Federal Reserve Board as to this particular merger have utilized
~geographic markets considerably broader in scope. (Opinions
included in first attachment.) ' . —

2/ By comparing power (i.e., deposits from wherever drawn) we -
Tind an HHI change in proteéestants' 'market'" of 28 (Table at-
tached). See Landes & Posner, Market Power in Antitrust Cases,
94 Harv. L. Rev. 937, 963-67 (T981); 2 P. Areeda & D. Turner,
Antitrust Law 4§ 522, 523a, at 357, 358-59 (1978); Decision of
the Comptroller on the Application to Merge Farmers Community
Bank, State College, Pennsylvania (Nov. 5, 1884). :

by
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About protestants arguments as to the app11cab111ty of New

Jersey law, little need be said. The arguments are ludicrous on
their: face and have already received more attentlon than they

~deserve in our motion to dismiss protestants companion su1t and
for sanct1ons (copy attached)

_ This entire effort is a transparent attempt to use the
~_Courts and the regulatory agencies as instruments of delay while
protestants pursue a political agenda. We submit, however, that
no rejiggering of New Jersey cap laws, of—fﬁe 11ke,vcou1 1ave

~substantive e i

- standard, preempted by Federal ant1trust standards address1ng
the same subject matter (see attached memorandum) .

Protestants seek to misuse adm1n1strat1ve process. The
effort must be summarily rejected and its repetltlon dlscouraged
in the severest terms. » . o

ReSpectfully submltted
/”75/:
| Eugene J. Metzger

EIM:1lc

Enclosures

'(25\
Pt

S




 THIRD ATTACHMENT

MEMORANDUM”;

" RE: Flrst Pldellty Bancorporatlon’- Preemptlon of N. J S. A.
‘ 17: 95A 345 by Paramount Federal Law : _ -

 The objectors‘ to the"proposed mergeru of National Bank f
& Trust Company of Gloucester County 1nto Flrst Fidelity Bank,
N A., South Jersey, contend that “the .transactlon is barred

by Sectlon 17:9A- 345 of the New Jersey statutes.: This local -

| law purports to prohlblt a New Jersey bank holdzng company'
from acqulrlng, dlrectly or through‘ a sub51d1ary, ownershrp'
:of ,another~ New Jersey'rbank 1f, as af'reSult,"the holding

’company s banks w111 control more than 20 percent of the total

o el

dGPOSltS of all New Jersey banks. v The statute relled upon,

however, ¢is‘ completely 1napp11cable to the present proposed

P pa——2=

’merger"of two\natlonal banks' As shown below, the New Jersey
statute has been preempted and- superceded by feééégf“IEJ“EB}~
itwo reasons vl) Congress has now completely occupied the field
fof national bank vmergers, land 2)  the local statute is in
llirreconc;lable_'confllct w;th‘ oaramount federal 'law- enbodied

in'tthe. Bank’ Merger"Act.‘ See generally ‘on the doctrlne of

’ Ufederal preemptlon De Veau v.‘Bralsted,i363 u.s. 144; Fidelity

o 'Federal Sav1ngs and :Loan» Association V. -de 'lal'Cuesta.’ 458

u. s. 141,

CFirst;“there ‘can‘bbev_no doubt. that Section 345 ls an-
-antitrust-v 1éw. purporting>> tolv_regulate kmercers band the
.:'concentratlon of national banklnd faczlltles Wlthln the state

“of New' Jersey. . The_ federal government,, however, has now



'Omprehensivély occupied the field of national bank _mergers
| by ena¢tment‘ of the Bank Merger Act of 1966, and state laws.

- dealing with the same subject must yield 'to the patambunt

authority.  See Washington Mutual Savings ‘Bank V. Federal

Deposit Ihsurance Corporation 1482 F.2d 459 (9th Cir. 1973);

' County National Bancorporation v. Board of Governor, 654 F.2d

1253 (8th Cir. 1981); Republic of Texas Corp. v. Board of

Governors, 649 F.2d 1026 (Sth Cir. 1981); Mercantile Texas

Corp. v. Board of Governors, 638 F.2d 1255 (S5th Cir. 1981);

Southwest MissiSsippi Bank v. Federal'Deposit Insurahce Corp..,

499 F..Supp¢ l,(S.D. Miss. 1979), aff'd, 625 F.2d 1013 (5th
Cir. 1980). | o
| Nor can there be any doubt‘ that_ Coﬁgress has ac;ed.
-cdmprehensively in the fieid. Consistent with the Ccngtessional
plan embodied in the 1966 Act,’ any alleged anticomﬁeﬁitive
effect of thefvpfoposed ‘merger will be subject to scrﬁtiny
by the Board of GOVérnors of thé Federal Reser&e'SystémL the
United States Department —of Justice, the Federal Deposit
InsuranceivCorporation}i the Comptroller of the Currency; and,
upon appropriaﬁe judicial review, by'the courts of the ﬁnitgd
States. Mofeover, Congress - has clearly directed  that all
Vof> théselbagencies and instrumentalities of the federal
gdvernmént will‘uﬁi;ize uniform fedéral standards in determining
whether to ap@rdvé‘a given merger-bétwen two national baﬁks.
See, e.g., House Report (Banking and-Currency Committée)‘No.

1221, January 24, . 1966. There simply vis' no . room 'for the

superimposition of another tier of analysis or more stringent

standards under'state law.

]
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: The New Jersey statute is preempted -and superceded for

<the addltlonal' reason ‘that 1t .1rreconc11ably confllcts ;in

- a number of lmportant respects w1th controlllng federal lawr

',For example, the-Bank Merger‘Act condemns mergers whlch‘result

,'1n monopoly,vfurther a consplracy to monopollze or to attempt

‘to monopollze or whlch mlght substantlally lessen competltlon.

or vrestrarn_ trade unless '[the‘,respon51bley federal ‘agency]

finds that the antlcompetltlve- effects ,ﬂ.,; 'are clearly

&outweighed. in the publlc 1nterest by the probable effect of’ ‘

the transactlon in meetlng the convenlence and needs of the

7commun1ty to be served See 12 U.S.C. Section 1828(c)(5)

The New Jersey statute, by contrast, 1mposes a 2_5_ se
ban on mergers exceedlng the arbltrary state-w1de 20% "cap."
Thls constltutes a dlrect and 1mmed1ate confllct w1th express

fCongresszonal intent that some‘ nat;onal bank 'mergers should

 be approved notwlthstandlng thelr facial tendency to run afoul

of federal antltrust standards» embodied in the Bank Merger

Act‘and other federal antitrust laws.

“he>'arbitrary' 20% structurai cap conflicts. with settled

federal antltrust law in other respects 'Concentration ratios
like the New Jersey cap are merely startlng p01nts and are

f‘,of no 51gn1f1cance if pertlnent. market» and operational data

‘demonstrate.the unlikelihood or improbability of market power

"or'control' " The New Jersey statute makes concentratlon ratios

t‘the be all and end-all of antltrust analy51s -=- an approach

in sharp confllctVW1th ‘antitrust prlncrples unlformly applied'

by . federal redulatory aéencies{‘ Indeed,‘ the arbitrary and



‘;neediegs natufé of the‘NeQ.;ersey cap is‘estabiished by'the
fact thatV‘inmwsohe 19 states a 51ng1e entlty contzols more
_bthan 208 of commerc1a1 bank deposxts w1th1n the state, but
mthere is~fnot the’ sllghtest suggestlon that competxtive,
fopportunltles in those states have been or are llkely to be
1mpa1red. | |

Moreover, for ;purpoSes offfantitrost: analysis; Section
345 estaolishes the entire state of‘New dersey as the relevant’
market for measyring the effects of mergers - There is no
»such relevant market per se: federal law - clearly establlshes
" that - the geographlc market for banklng ‘services. rs’ usually
local in nature and generally is restrzcted to a few countlesi‘
at most. ‘The,test in dellneat‘mg a geographlcmarket under

: federal antitrust law (1ncludlng the Bank Merger Act) is  to

determlne that area in whlch sellers sell and to whlch»buyers

practicably can turn for sources of supply.,.See United States

v. Phillipsburg National Bank & Trust Co., 399 U.S. 350; United

States v. Philadelphia National Bank, 374 u.s. ©321; Tampa

Electric Co. v. Nashville Coal Co., 365 U.S. 320.

Thcs, the' entire state of“New .Jersey is a totally
'inappropriate and arbitrary /geographic market withiﬁ~‘which _ 
vto rheasure either the existence ‘or' effects of concentration‘
'.in’the'banking'inaustry,' That two or more bahks might jointly‘
control 20% of the deposlts in the state of New 5JerSey is
entlrely lrrelevant to the guestion whether‘ a merger between"
the two would be lrkely to produce antlcompetltlve effects

in markets :properly defined under the federal Bank Merger

- 4 -



Act.

The arbltrary 20% "cap".oftSectionf345,:if'givenfeffect}v

could ‘serve to ban pro competltlve mergers otherw1se lawfult

'and 1n the publlc 1nterest under federal law. Thzs New Jerseyr

‘ law hence confllcts Wlth and is superceded by paramount federal

law 1n the fleld and is 1nva11d See Northeast Bancorp. Inc.d‘dﬂ

"V;i Board. of Governors,_ u. S o (June‘ 10, '1985)(Slip

.,‘OpiniOn; p. 15)("To the extent that ‘the state [banklng] statutes
-mlght confllct in a. partlcular 51tuat10n with other federalv

'statutes . .;;‘0; they ‘would vvbe‘ preempted by  those

statutes . . . .").
In sum, ‘the Ccngress; by pervaszve regnlation in this

-area,-has preempted the states from applylng local antltrust

statutes to natlonal bank mergers v Further, the New Jersey

'statute in 1ssue is in dlrect confllct with paramount federal

law in the fleld and is preempted and superceded by the federal

Bank: Merger» Act : Thus, ,even 1f protestants could‘ persuade

‘the New Jersey Legislature to change ‘State law‘, so that this

merger*could fall within 'its"ostensible reach ‘== as it does

’genot now =- the effect would be frultless since the standard

- Whatever it mlght be --’has been PreémPted in its aPPllcatlonjmﬁﬁ

by a dlfferent,'comprehenslve, federalgmandate.

0k




. RilALIWMCNT. - L
CUMULATIVE FERCENTABE DF TCTQL CDMMERLIAL DEFDSITS OF THE LARGEST CDNMERCIQL

BANEING ORGANIZATIONS ‘IN EAUCH STATE, BASED ON FEDERAL RESERVE BOARD REFORT
AS OF DECEMBER 31, 1984, REFLECTING MERGER OF HERITAGE  INTOD MIDLANTIC i
: ranled by total of . TND largest 0rgan1¢at1on5: '

state ' S - largest two largest five largest ‘ten largest
RHODE ISLAND - 49.2 . B2.B8 94.3 99,0
HAWAIT , . ' 41.1 72.7 _ 90.2 ’ 98.8
NEVADA ' . 49,7 71.8. - 93.9 C98.7-
- OREGON. . IB.1 70.0 . 83.7 B 89.2
ARIZONA : 40,1 o 65.4 91.2 . 96.0
- IDAHO ' T 366 L 62.4 85.6 93.8
DISTRICT OF COLUMEIA- 33,2 ‘ 58.7 861 96,2
"CONNECTICUT | 27.1 . 53.0 . 77.5 . .88B.0
WASHINGTON STATE L 27.6 L 49.5 74.3 . B7.3
MINNESOTA ~ 26.2 49.4 . 57.0 60.5
UTAH ‘ R . 2B.3 48.5 ' 74.8 - 85.9
SOUTH DAKOTA 1.9 . 47.6 4.7 . 71.8
SOUTH CAROLINA 27.5 - 45,7 : 73.0 ‘ B1.1
CALIFORNIA - 3.8 44.5 69.4 . 78.5
" NORTH CARDLINA = 20.9 41,6 9.6 . B9.1
"MAINE , o ‘ 21.9 41,2 . B2.4 92.4
ALASKA . 2.4 373 - 70.7 5.1
~ MASSACHUSETTS 22, . 35.9 . 67.5 . 85.5
- MONTANA ' 22.9 I5.7 , 53.0° . b63.9
EW JERSEY 19.4 35.7 . -S53.0 , 67.7
VIRGINIA \ - 2004 I5. 1 6.0 : 81.4
NEW HAMFSHIRE o 18.2 . 34.8 S58.7 - 72.0
VERMONT R 22.5 . 34.4 - 45.7 ' B8I.8
NEW MEXICO _ 24.4 4.1 57.2° - 69.T
GEORGIA P 17.6 - 32.6 S 58.0 - 67.6
MARYLAND ' 18.8 31.1 S 6241 S B3.5
-ALARAMA o - 16.7 J0.9 58.9 b6b.2
NORTH DAKOTA o 16.1 © 30,0 42,2 CB0.S
~ MICHIGAN I 16.4 C3T0.0 . 56,9 . 70.9
‘OHIO o 16.1 29.8 S53. S 71.5
NEW YORE ‘ 15.9 29.8 58.9 ' 78.3
DELAWARE = , - 18.1 29.4 = '58.4 85.7
WYOMING C16.2 28.1 48.4 ~ 623
COLORADO ‘ k.6 27.7 S&6.1 L b6.5
FENNSYLVANIA , 17.6° 27.6 - - 44,6 58.1
FLORIDA o . 15.4 . 27.5 s51.4 69.2
TENNESSEE B . 13.3 6.2 ‘ 50.7 59.6
MISSISSIFFI S 14.4 25,6 I9.1 49.1
ILLINDIS - 15.2 . 23.4 34,2 : 39.0
 WISCONSIN _ , 12.2 22,0 : 5.7 : 45,2
MISSOURI ' 11.8 : 21.7 - 44,6 . 59.7
KENTUCKY , 11.2 20.4 31.1 3b.4
ARKANSAS - S 132.4 19.4 27.7 : 36,7
TEXAS T 9,60 - 18.8 43,0 - 57.9
NEBRASKA ; . B.9O 15.5 o 27.9 32,
OELAHOMA . 8.40 , 15.1  26.2 1.7
10WA o 7.50 14,3 . 2B.5 b b
INDIANA - - 6.80 17.6 ' 22.2 I1.0
LOUISIANA ' . 5.70 10.5 S 21.7 IT.Z
EANSAS ' 7,480 10,2 - . 14.8 21.1

WEST VIRGINIA -  6.50 9.90 18.2 2701
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" CUMULATIVE FERCENTAGE -OF TOTAL CDM'MEF\"C»IAL' EEF‘(‘QITS OF THE LARGEST COMMERCIAL
- BANKING ORGANIZATIONS IN EACH STATE, BASED ON . EDERAL RESERVE BOARD REFORT
. A5 DF DECEMBER 31, 1984, F\EFLECTINB MERGER OF HERITAGE INTD MIDLANTIC B
- 0 ,ranled by total of 5§E§T organl ation

T state ‘_ A largest : two largest five largest ten largest

NEVADA S 49.7 = - S71.8 0 - 3.9 98.7
. RHODE ISLAND - . 49.2° - B2.8 . 94.3 - 99,0
“HAWAITI - - o 41,1 72,70 0 90.2 . 68.8
L ARIZONA - - 8001 o b5.4 - 91,2 . 96.0
DREGON o 238t - 70.0 - 83.7 - . 89.2
IDAHD . C 3646 k2.4 85.6 - = 93.B
DISTRICT OF CDLUMBIA CE3L2 58,70 - B6.1 962
 SDUTH DAKOTA , 31,9 47,6 64.7 . 71.8
‘CALIFORNIA. - 3t.8 . 44.5 . . b9.4 . 78.5
UTAH .. 2B.3 - 48,5 - 74.8 - BS5.9
. WASHINGTON STATE o - 27.4 0 4%, 74,3 87.3
SOUTH CAROLINA S 27.% .. 45.7 | 73.0 _ 81.1
CONNECTICUT S 27010 83,0 -77.5 . . B8.0
" MINNESOTA ‘ 26.2 49.4 - 57.0 - b60.5
NEw'MEXICD S S 24,4 - - 4.1 - 57.2 - 49.3
‘MONTANA .~ L2309 . 35.7 53000 0 63.9
ALASKA ~ S 23, T 37.3 7007 , 95.1
MASSACHUSETTS . L2207 35.9 67.5 . B5.5
" VERMONT - S S RR.S 24.4 o L 65.7 . BZ.8
~ MAINE : 21,9 41.2 . 82.4 92.4
. NORTH CARDLINA o 20090 41.6 - b69.6 . B89.1
VIRGINIA . 20.4 - 35.1 630 B81.4
’NEN JERSEY . 19.4 , 35.7 - 53.0 o &67.7
MARYLAND S £ = 10 - B I1.1 L6241 B3.5
NEW - HAMFSHIRE S ..18.2 . 34.8 - S58.7 720
.. DELAWARE = - 18.1 29.4 ‘ 58.4 85.7
- GEORGIA 1706 E206 0 . 58.0 , b67.6
FENNSYLVANIA = , C17.6 . 27.6 44,6 S 88,1
- COLORADO e 1606 27,7 S6.1 66.5
MICHIGAN S -3 R 0.0 56.5 - 70.9
ALAEAMA PR 16.3 . - 30,9 . 58.9 : b6.2
WYOMING - . 1642 ERRR:: - T 48.4 . 63T
‘OHID S : C16.1 . 29.8 - - 53, | 71.5
NDRTH DAPUTA S 16,1 - 30.0 . 2.2 . 5005
 NEW YOREK 15,9 S 29.8 58.9 - 78.3
“FLORIDA o 15.4 © - 27.5° . 51.4 69.2
- ILLINOIS 7 1s.z . 23.4 34,2 0 E9.0
-~ MISSISSIFFI o 14.4 25.6 39.1 4901
© ARKANSAS 5 13.4 19.4 S 27.70 Tb6.7
_TENNESSEE , ~ - 3.3 S 26.2 50.7 . 59,6
WISCONSIN - S 12.2 0 22,00 - 35.7 . a5.2
MISSOURI o 11.8 21.7 , 44. 6 _ 59.7
KENTUCKY : : 1.2 20.4° 31.1 . - Ib.4
 TEXAS - 9.60 0 1B.B T 43,0 - 57.9
NEERASKA : S B.90O 15.5 . 27.9 I2.8
OKLAHOMA , ‘8.40 1.1 ~ 26.2 317
- I0WA o S 7.50 - 14.% . 28.5 . - Xb.6
_EANSAS - 7.40 . 10.2 7 14.8 2141
CINDIANA o 6.80 0 13,6 So22.20 0 31,0
“WEST VIRGINIA - - 6.50 9.90 - 18.2 27.1
LOUISIANA - 5070 ©10.5 S 21.7 3.2
/X



' CUMULATIVE FERCENTAGE OF TOTAL COMMERCIAL DEFOSITS :€ THE LARGEST COMMERCIAL
EANKING ORGANIZATIONS IN EACH STATE, BASED ON FEDEF.L RESERVE BOARD REPORT
AS OF DECEMEER 31, 1984, REFLECTING MERGER OF HERITAGE INTO MIDLANTIC

ranked by total of five largest organlzatxons
N

‘staté T largest two largest ‘f1ve largeSt ten largest

. RHODE ISLAND ' .49.2 - 82.8 = 94.3 99.0

-~ NEVADA 49.7 - 71.8 93.9 98.7
ARIZONA , 40.1 . 65.4 - 91.2 6.0
HAWAII ' : 41.1 72,7 0.2 . 98.8
DISTRICT OF CDLUMBIA ‘ 3.2 58.7 - 8.1 6.2

- IDAHD Tb.b o b2.4 . B5.6 . 9I.8
OREGON = - - 38B.1 70.0 83.7 S B9.2
MAINE .~ _ 21.9 41.2 . B82.4 ' 92.4
CONNECTICUT o - 27.1 - 52,0 77.5 - 88.0
UTAH SR - 28.3 - 48.5S 74.8 .. B85.9
WASHINGTON STATE 27.6 . 49.5 : 74.3 . B7.3
SOUTH CAROLINA . 27.5 45.7 73.0 : B1.1
ALASEA . - 23.4 7.3 , 70.7 - 95.1
NORTH CAROLINA 20.9 41.6 b9.6 89.1
CALIFORNIA . 31.8 - 44,5 69.4 - 78.5
'MASSACHUSETTS 22.7 35.9 S 67.5 85.5
VERMONT o ’ 22.5 34.4 65.7 8%.8
SOUTH DAKODTA : 1.9 47.4 &64.7 71.8
VIRGINIA 20.4 35.1 6. 0 81.4
'MARYLAND 18.8 Z1.1 S 62.1 83.5
ALAEBAMA - 16.3 I0.9 58.9 b66.2
NEW YOREK - ‘ 15.9 ' 29.8 . 5B.9 78.3
NEW HAMPSHIRE 18.2 4.8 58.7 72.0
DELAWARE = - 18.1 - 29.4 . S8.4 . 85.7
GEORGIA ’ L 17.6 z2. 58.0 &7.6
NEW MEXICO . . 24.4 .o 34,1 o 57.2 69,3
MINNESOTA ‘ - 26.2 - 49.4 57.0 60.5.
MICHIGAN = = . 16.4 0.0 , 56.9 - 70.9
COLORADO ; 16.6 27.7 ’ S6.1 66.5
OHID - ' 1641 29.8 53, - 71.5
MONTANA ' 23.9 . 325.7 §3.0 - &6Z.9

PNEW JERSEY - 19.4 ‘ 35.7 » 53.0 &7.7
FLORIDA : - 15.4 - 27.5 : S1.4 6.2
TENNESSEE = 13,2 26.2 50.7 . 59.6
WYOMING S 16.2 28.1 - .~ 48.4 Y A
- MISSOURI ‘ . c 11.8 21.7 44,6 59.7
FENNSYLVANIA ' 17.6 ¢ 27.6 44,6 ’ 58. 1
TEXAS . , .60 : 18.8 43,0 57.9
NORTH DAKOTA 16.1 - 30.0 : 42,2 50.5
MISSISSIPFI 14.4 25.6 I9.1 49.1
WISCONSIN . 12.2 22,0 S 35.7 45,2
ILLINDIS - 15.2 ‘ 23.4 - 4.2 39.0
KENTUCKY : 11.2 20.4 1.1 36.4
10wWA 7.50 14.7 28.5 '  36.6
NEERASKA - - : 8.90 - 15.5 ' 27.9 32,
ARKANSAS 12.4 19.4 27.7 36.7
OKLAHOMA ' 8. 40 15.1 26.2 3.7

- INDIANA ~ : 6.80 13.6 - 22.2 31.0
LOUISIANA 5.70 : 10.5 21,7 IITL2
WEST VIRGINIA 6.50 . %.90 18.2 27.1

KANSAS ‘ ' 7.40 10.2 : 14.8 21.1
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V’CUMULATTVE PERCFNTAGE OF - TDTAL COMMERCIAL DEPDSITS OF THE LARGEST COMMERCIAL
BANE INL JORGANIZATIONS IN EACH STATE, BASED ON FEDERAL RESERVE EBDARD REFORT

e ,AS UF DECEMBER 31, 1984, REFLECTING MERGER OF HERITAGE INTO: MIDLANTIC

ranked by total of TEN largest organiz at1ons

state ' S largest two largest five largeSt ten largest
RHODE IQLAND s - 49.2 . . 82.8 94.3 C99.G
HAWATII S 41,1 72,7 S 90.2 - 98.8
NEVADA . -~ . 49.7 : 71.8 - . 93.9 . 98.7
DISTRICT OF CDLUMBIA o 3EL2 - 5B.7 - B6.1 96,2
"ARIZONA , ) - 40.1 - 65.4 91.2 . 96.0
ALASKA S 2304 0 37,3 70,7 95,1
IDAHO =~ : ’ 26.6 62.4 B5.6 ?I.8
MAINE o 21,9 41.2 : B2.4 92,4
OREGON : s 1~ 5 S . 70.0 83.7 89.2
NORTH CAROLINA 20,9 41,6 b69.6 . 8%9.1
CONNECTICUT = =~ = 27.1 S 83.00 77.5 - B88.0
WASHINBTON STATE . 27.6 49.5 74.3 . 87.3
utaH o .. . 28.3 - 48.5 - 74.8 . B5.9
'DELAWARE . , : 18.1 29.4 - 58.4 85.7
‘MASSACHUSETTS 22, : 35.9 o 67.5 - B85.5
VERMONT - S 22.5 . 34.4 . 65.7 : 83.8
.- MARYLAND B - 18.8 3141 62,1 8.5
“VIRGINIA ' 20.4 35.1 63.0 : 81.4
SOUTH CAROLINA = - 27.5 . 45.7 73.0 . B1.1
CALIFORNIA - - . - 31.8 ~ = 44.5 o b9.4 o 78.5
NEW YORK ' 15.9 ~ 29.8 ' 8.9 78.3
" NEW HAMFSHIRE o 18.2 - I4.8 58.7 72,0
.~ SOUTH DAKOTA - 31.9 47.6 . . 64,7 ~ 71.8
© OHIO ' 1641 29.8 : 5.9 71.5
~MICHIGAN ’ : 16.4 . 30.0 56.9 70.9
“NEW MEXICO = - 24,4 , 34.1 57.2 69.3
FLORIDA ; S 15.4 o 27.5 . 51.4 . ' 69.2
& NEW JERSEY o S 19.4 . 35.7 o 53.0 &7.7
GEORGIA ’ o 17.6 326 58.0 67.6
COLORADD = ~16.6 27.7 “56.1 66.5
ALABAMA o 16.3 S 30.9 58.9 6k 2
MONTANA SR - 23.9 . 35.7 - 53.0 - 6T.9
WYOMING o 1602 - 28.1 : 48.4 633
- MINNESOTA o o 26,20 . 49.4 - 57.0 ©60.5
. MISSOURI . L - 11.8 21.7 - 44,6 59.7
- TENNESSEE e e T13.3 0 2602 o 50.7 59.6
 FENNSYLVANIA - 1726 - 27.6 44,6 . 58.1
-TEXAS. . L 9.60 ‘ 18.8 43,0 57.9
NORTH DAKOTA ’ _ 16.1 30000 42.2 . 50.5
MISSISSIFFI B 14.4 . 25.6 3%.1 : 49.1
WISCONSIN = , 12,2 22,0 35.7 45.2
ILLINDIS B 15,2 22.4 4.2 - I%9.0
ARKEANSAS , ‘ . 13.4 19.4 - 27.7 I6.7
10wWA ’ . 7.50° . 14,3 28.5 Ib.6
" EENTUCKY o 1102 20.4 I1.1 I6.4
LOUISIANA A 5.70 . 10.5 C21.7 332
NEERASEA S 1 8.90 - 15,5 S 27.9 2.
COKELAHOMA B.40 o 15.1 26.2 1.7
INDIANA - , 6.80 3.6 ’ 22.2 31.0
WEST VIRGINIA N 6.50 .90 18.2 27.1

KANSAS o 7.40 10,2 . 14.8 21.1



_C'umula,tive-;F'erceﬁta;;!e'of Total D‘ep'io,é“;i't':s 'of» tﬁé Teg Large‘st 'Cbkm:ﬁe'r»éial .
ERanking Organizatimxs in each State, based on Federal Reserve Board Report
~as of December 31, 1984, Modified to Reflect Merger of Heritage into Midlantic

state 1 2 3 4 5 6 7 B8 9 10
_ ALABAMA 16.3. 30.9 43.9 S54.2 58.9 61.1 62.6 64.0 65.2 66,2
ALASKA 23.4 3I7.3 S0.5 60.8 70.7 79.7 B86.3 90.5 9I.5 95,1
ARIZONA 40.1 65.4 B80.7 B88.4 91.2 93.2 %4.1 95.1 95.7 96.0
AREANSAS 13.4 19.4 22.4 25.2 27.7 29.7 31.6 33.4 3I5.1 I6.7
CALIFORNIA 31.8 44.5 S54.6 b2.0 9.4 72.4 74.7 76.0 77.3 7B.S
COLORADD 16.6 27.7 38.1 47.8 Sb6.1 61.0 63.8 64.8 65.7 66.5
CONNECTICUT ~ 27.1 S3.0  62.9 70.3 77.5 B3.2 B4.7 B85.8 87.0 B8B.G
DELAWARE = 18.1 29.4 40.5 49.6 58.4 66.9 74.9 79.3 83.0 85.7
DISTRICT OF COL 33.2 58.7 6%9.1 78.6 B86.1 89.3 92.1 94.5 95.4 96.2
FLORIDA | 15.4 27.5 3B.6 45.3 S1.4 56.3 bl.1 &5.6 b67.7 69.2
GEDRGIA C17.6 I2.6 46.3 52.4 S8.0 61.2 64.1 65.4 bb.b 67.6
HAWAT T 41,1 72.7 79.3 85.6 90.2 93.1 95.3 96.8 ©8.1 98.8
 1DAHD . Zb.6 62.4 74.5 B1.B 85.6 B7.9 B89.6 91.2 92.7 93.8 -
ILLINOIS | 15.2 23.4 28.4 3I2.4 34.2 3I5.4 I6.4 3I7.4 3IB8.3 I9.0
INDIANA . 6.B0 13,6 1B.0 20.1 22.2 24.1 26.0 27.8 29.4 I1.0
10WA - | 7.50 14.3 20.9 24.8 28.5 30.9 32.8 34.4 3I5.5 IT6.6
KANSAS . ©7.40 10.2 11.8 13.3 14.B 16.2 17.5 1B.9 20.0 21.1
KENTUCKY S 11.2 20.4 25.9 29.2 3I1.1  32.3  33.4 3T4.4 3I5.4 36.4
LOUISIANA 5,70 10.5 15.1 1B.4 21.7 24.7 27.2 29.5  3I1.4 33.2
MAINE 21.9 41.2 S55.8 69.2 82.4 84.7 B86.9 88.8 90.6 92.4
 MARYLAND . 18.8 31.1 42.4 52.7 62.1 68.7 75.0 79.5 B2.1 B3I.S
MASSACHUSETTS ~  22.7 35.9 48.4 60.2 67.5 72.6 77.0 81.1 83.3 B85.5
"MICHIGAN . 16.4 I0.0 41.1 49.9 S56.9 63.2 65.4 67.4 69.3 70.9
MINNESOTA - . 26.2 49.4 S3.0 55.2 57.0 58.0 58.8 59.4 60.1 60.5
MISSISSIFFI . 14.4 25.6 1.5 I5.4 3I9.1 41.5 A43.8 45.8 47.6 45.1
CMISSOURI 11.8 21.7 30.7 38.1 44.6 S0.0 52.7 55.3 57.7 59.7
MONTANA 23.9 3I5.7 41.9 48.0 53.0 S7.3 S5%.6 b1.3 62.6 63.9
NEERASKA 8.90 15.5 20.7 25.0 27.9 29.1 30.2 3I1.2 3I2.0 3I2.
NEVADA o 49,7 71.8 B2.6 90.4 93.9 96.2 97.2 97.9 98.3 98.7
NEW HAMFSHIRE 18.2 74.8 46.8 53.9 58.7 63.4 66.1 68.6 70.2 72.0
NEW JERSEY 19.4 3I5.7 42.9 4B.2 S3.0 S6.4 59.6 62.6 65.2 67.7
NEW MEXICO 24.4 34,1 43.2 S1.6 S7.2 . 60.9 63.9 65.7 67.5 69.3
‘NEW YORE . 15.9 29.8 41.4 S52.1 58.9 63.8 6B.3 72.0 75.4 78.3
~ NORTH CAROLINA  20.9 41.6 54.5 62.3 &9.6 76.0 80.1 B84.2 87.1 891
' NORTH DAKDTA 16,1 I0.0 3I&6.5 3I9.3 42.2 44.3 46.3 4B.0 49.3  50.5
OHID 16.1 29.8 38.2 4b.6 53.9 58.1 62.1 65.5 68.5 71.5
OKLAHOMA . B.40 15.1 21.0 24.5 26.2 27.5 2B.6 29.7 3I0.7 3I1.7
OREGON o 8.1 70.0 76.8 81.4 83.7 B85.4 B86.6 87.7 B88.5 89.2
FENNSYLVANIA 17.6 27.6 3I5.0 40.3 44.6 4B.2 S0.8 S53.4 55.8 S5S8.1
RHODE ISLAND =~ 49.2 82.8 B88.4 92.2 94.3 96.0 97.0 97.9 98.5 97.0
SOUTH CAROLINA 27.5 45.7 S5%9.4 6B.0 73.0 75.2 76.8 78.3 79.8 B1.1
SOUTH DAKOTA  31.9 47.6 59.6 62.2 6b4.7 6bb6.7 6B.3 69.6 70.7 71.8
TENNESSEE  13.3 26.2 37.7 45.5 S0.7 S3I.9 55.7 S7.2 58.5 S9.&
TEXAS = 9.460 18.8 26.9 3I5.0 43.0 48.4 51.7 54.4 S56.3 S57.9
UTAH = 28.% 48.5 5B.8 67.0 74.8 78.1 81.3 83.3 B84.8 B£5.9
VERMONT 22.5 34.4 45.9 S57.0 &5.7 71.2 75.8 79.2 €1.8 &3I.8
VIRGINIA 20.4 35.1 45.6 55.1 63.0 70.7 76.5 79.5 B0.S5 B81.4
"~ WASHINGTON STAT 27.6 49.5 59.8 67.9 74.3 80.0 82.6 B84.7 B86.2 B87.3
WEST VIRGINIA . 6.50 9.90 13.3 15.8 18.2 20.2 22.1 23.9 25.5 27.1
WISCONSIN 12.2 22.0 29.5 33.0 3I5.7 38.1 40.1 41.8 43.5 45.2

WYDMING “116.2 28.1 3I9.3 44.0 4B.4 S52.2 55.9 59.1 61.2 &Z.T
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“ATTACHMENT C

_PERCENTAGE OF TOTAL ASSETS AND TOTAL DEPOSITS
BY THE TEN LARGEST BANKING ORGANIZATIONS WITHIN STATES

PAGE 1

e CALL COMMERCIAL BANKS AND TRUST COMPANIES) -
CNUMBER IN PARENTHESES IS TOTAL OF BANKING ORGANIZATIONS IN STATE)

(x = INDEPENDENT BANK)
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1984

DECEMBER

STATE AND ITEM
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PERCENTAGE OF TOTAL. ASSETS AND TOTAL DEPOSITS
BY. THE. TEN LARGEST BANKING ORGANIZATIONS WITHIN STATES
(ALL COMMERCIAL BANKS AND TRUST COMPANIES)
(NUMRER -IN PARENTHESES IS TOTAL OF BANKING ORGANIZATIONS IN STATE)
ok E INDEPENDENT lANK) :

.»DECEHDER l9lﬁ

STATEAND ITEM .~ 1 2. 3~ & 5 6 7 s
IDAH 26) ‘ _ :
ASSETS o , SRS f
PER ORGANIZATION -~ 38.0 ~25.8 12.0 - 6.8 3.6 % 2.3 % 1.6 % 1.4
peSUMULATIVE . 380 63.8 758 82.7 8.3 88.6 90.2 91.7
PER ORGANIZATION ~  36.6 257 12.0 7.3 3.8 " 2.3 1.7 1.5
CUMULATIVE 36.6 62.4 745 81.8 856 87.9 89.6 91.2
IiLInols C0a8 Y SRR
PER ORGANIZATIDN © - 18.8 -'15.5 5.3 4.7 1.5 1.0 . .8 1
DEEU"IT TIVE 18.8 36.3  39.6  46.6 45.3 47.0 47.8 . &8.
~""PER ORGANIZATION ‘15.2 8.1 5.0 © 4.6 1.7 .1.2 1.0 1.
CUMULATIVE 15.2 235.64 28.64 '32.4 34.2 35.¢ 36.64 37.
I"”""?s SRS 1 1 DU 3 . ' S
PER ORGANIZATION . 7.8 7.9 s.2% 2.1 2.6 °-2.1 .19 1.8
DEEUHUL TIVE S 7.8 15.7 20.9. 25.0 25.1 27.5 29.2 31.0
"PER ORGANIZATION 6.8 6.7 &4 .21 200 1.9 1.9 1.7
CUMULATIVE = 6.8 136 18.0. 20.1 - 22.2 24.1 26.0 27.8
IOWA « s : '
ASSETS o : :
PER ORGANIZATION 8.1 6.4 6.8 3.8 5.5% 3.1 2.1 1.5
DEcuuu%Atxvs ) _ 8.1 145 21.4 253 -28.8 32.0 34.2 35.7.
" PER ORGANIZATION 7.5 6.7 6.6 3.8 3.7 2.4 1.9 1.5
CUMULATIVE ‘ 7.5 143 2009 248 285 30.9 32.8 34.4
KANSAS. € 61 f ' '
ASSETS : : o , .
PER ORGANIZATION - 7.9 . 5.0 1.8 1.5 1.5 1.8 1.6 1
DEgggumnrxvz 7.9 110 128 143 153 17.2 18.6 19
“e=  "UPER ORGANIZATION 7.4 27 1.6 1.5 1.6 1.6 1.3 .1
. CUMULATIVE _ 7.4 1002 118 133 168 162 17513
' KENTUCKY e 3290 ' ’
ASSETS ~ : . ,
PER ORGANIZATION - 12.6 - 10.8 . 5.8 5.9 2.3 1.1 1.0 1.0
CUMULA © 12.6 - 23.5 29.3. 33.2 35.6 36.8 37.8 8.8
DEPOSI 5 : , 2 _
PER ORGANIZATION 11._2 9.1 5.5 - 3.2 1.9 1.2 ° 1.0 1.0
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CNUMBER IN PANBRTRESES - YS~ToTAL OF “BANKING ORGANTZATIONS IN STATE)
(X% = INDEPENDENT BANK)
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1984
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10

STATE. AND ITEM
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" PERCENTAGE OF TOTAL ASSETS AND TOTAL DEPOSITS
BY THE TEN LARGEST BANKING ORGANIZATIONS WITHIN STATES
ALL COMMERCIAL BANKS AND TRUST COMPANIES)

L ( .
~ (NUMBER IN PARENTHESES IS TOTAL OF BANKING ORGANIZATIONS IN STATE)

(l =z INDEPENDENT IANK)

‘ . DECEMBER 1984 ,
STATE AND ITEH 1 27 3 . 4 8% .6 7 8
_nxssxssxrpx T e ,
: PER ORGANIZATION 16.5 11.8 x 5.8 3.6 - 3.6 2.3 2.2 1.9
DEggnu -16.3 -~ 28.2 34.0 37.7 41.3. 43.6 45.8 47.7
PER ORGANIZATION 14.4 . 11.2 5.9 7 3.8 3.7 2.4 2.3 2.0
CUMULATIVE . 146 25,6 31,5 35,4 39.1 . 41.5  43.8  45.8
uxssouax C 648) - IR o
~ASSETS - :
~"PER ORGANIZATION 13.2 11.0 . 9.3 7.7 . 6.4 5.0 2.9 2.
-begunngtxve 13.2 . 24.3 33.6 641.6¢ 47.8 '52.9 55.8 58.
“PER ORGANIZATION 11.8 9.8 9.0 7.8 6.5 5.3 2.7 2.
. CUMULATIVE 118 217 30.7 38.1  44.6  S0.0 52.7 S5,
MONTANA e 10Ty S o ‘ _
ASSETS : o o S . LS
- PER ORGANIZATION 24.7  11.9 6.1 6.8 6.8 6.1 2.3 1
DESgHULATIVE 24.7 36.6 ~62.8 49.7 54.6 58.7 6l.1 62
PER onsnu:zar:on 23.9.  11.7 6.2 6.1 .9 6.3 . 2.2 1
CUMULATIVE 23.9 357 41,9 48.0 53.0 57.3 59.6 6l.
'NEBRASKA ¢ 6448) : o :
- ASSETS o : o ;
_ PER oacAnszrxou 9.6- 7.2% 6.2 4.2 3.1 1.2 1.0 .9
"necggx ATIV 9.6 16.8 23.1 27.4 '30.5 '31.7 32.7 33.7
PER ORGANIZATION 8.9 , 6.5 5.2 4.2. 2.9 1.2 1.0 1.0
CUMULATIVE 8.9 "15.5 20.7 25.0 27.9 29.1 30.2 ‘3l.2
NEXADA s 15). » o ‘ :
PER ORGANIZATION 9.6 22.5 -11.1 % 7.6% 3.3k 2.1 . .9k
nscugg#gtxve 49.6  72.1 83.2 90.9 96.2 96.3 97.3 98.
‘== ""PER ORGANIZATION 9.7 22.0 ‘0.8 7.7 3.4 2.3 1.0°
CUMULATIVE : 49.7 71.8 82.6 90.4 93.9 96.2 97.2 97.
uzusn2¥;snxaz ¢ 49 . »
PER oaennszrxou 19.1 17.2 . 11.6 7.3 4.8 6.3 2.6 % 2.1
DegggULs Iv . 19.1 - 36.3 47.9 55.3 60.2 . 66G.6 67.2 69.6
- PER ORGANIZA‘HON . 18.2 16.5 12.0° 7.0 4.8 ‘6.6 2.7 2.2
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RQAN!&AT!ONS ’ IN STATE)

amuMBEN IN FARENTHESES I3 TOTAL OF BANKINO O

(x = -INDEPENDENT BANK)

DECEMBER

1984

10

STATE AND ITEM -

~
~
[

¢

PER ORGANIZATION

NEW JERSEY
DEPOSITS

PER ORGANIZATION
CUMULATIVE

ASSETS
NEW MEXICO

62)

"PER ORGANIZATION

DEPOSITS

PER ORGANIZATION
CUMULATIVE

ASSETS
NEW YORK

o oM

. e . o
—N N

© ~
- T
Mo M

© ~
ne wvwo
m~ MmN

~ ~
om
O T

~ o
T o0
L Ao ]

- o
~Oo oo
oM Ve
L 0. -y
ON N~
om oN
i N
WN v
om 4 s
~-T e
wnn one
neN o
-~ -~
0w oo
0 N

167)

(
PER ORGANIZATION
CUMULATIVE

DEPOSITS
PER ORGANIZATION

CUMULATIVE
NORTH CAROLINA (

ASSETS

o O
- T
o ©
TO O
N NN~
© ©
no ON
Mo I
© ©
MN O
MmN SO
L] ©
"ne O
@i v
~ ~
~- N
T ~O
~ o
Ot 0N
~e ~N
A o
00 own
~e NO
O
o ~v
N O
NT NV
00 oo
—~ed OO
NN NN
~
[
-
x x
o o
- -
" -
NN
el
Z> XT>
e e
O Or
XN <
OO
N D D
FXENXE
WwOowd
naQaal
(%3 w
< a

l
~

1642)

4

NORTH DAKOTA

PER ORGANIZATION

ASSETS
DEPOSITS'

PER ORGANIZATION

CUMULATIVE

vo own
no . Me

~ °
~T N
"~ mn

o -
T~ O
TN NN

L L
NN N
T T

" "
TO N
~

4] "
on ve
o~ wo

- -
on TN
oo we

L] L]
N ve
N WMo
~-) -
0O e
~s e

239) -

PER ORGANIZATION
CUMULATIVE

DEPOSITS

(

OHIO
ASSETS
®:
= . . PER ORGANIZATION
Y CUMULATIVE

a1

2/ X



e

- OKLAMOMA - 4

PENNSYLVANIA €
" ASSETS

’

'oascon e

.7nnooe ISLAND - (
ASSETS :

" PERCENTAGE OF TOTAL ASSETS AND TOTAL DEPOSITS
BY THE TEN LARGEST BANKING ORGANIZATIONS WITHIN STATES
) C(ALL COMMERCIAL BANKS AND TRUST COMPANIES)
-(NUMBER IN PARENTHESES 1S TOTAL OF BANKING ORGANIZATIONS IN STATE)

STATE AND ITEM

ASSETS

PER ORGANIZATION .

CUMULATIVE
DEPOSITS

‘PER ORGANIZATION
 CUMULATIVE

66)
ASSETS
- PER ORGANIZATION
i CUHULA IVE
- DEPOSI
PER ORGANIZATIDN
CUMULATIVE

301)

PER ORGANIZATION

CUHULATIVE
DEPOSIT

PER ORGANIZATIDN

CUMULATIVE

1@

. PER ORGANIZATION

X CUNU ATIVE

DEPOSI

. PER ORGANIZATION :
CUMULATIVE

* SOUTH CAROLINA (
ASSE

PER ORGANIZATION
CUMULATIVE

- DEPOSITS

PER ORGANIZATION
CUMULATIVE

SOU;N DAKQTA ('  124)

ASSETS
- PER ORGANIZATION
CUMULATIV
DEPOSITS

. PER ORGANIZATION

CNUMBER: IN. PARENTHESES(IS TOTAL OF BANKING ORGANIZATIONS IN STATE)
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DECEMBER 1984
2 s “« s 6 7 )
7.3 7.7 .- 3.8 1.5 1.5 1.0 1.0
16.3 26.0 27.9° 29.4 31.0 - 32.1 . 33.1
6.7 -'5.9 .35 1.6- 1.3 1.0 1.0
1517 21.0 . 24.5 26.2 27.5 28.6 .29.7
29 6.5 40% 1.9 1.6 .9 9
3:2 79.7 83.8 85.7. -87.3 88.3  89.2
1.9. 6.8 4.5 .2.3 1.7 1.1 ., 1.1
0.0 76.8 81.4¢ 83.7 85.4 -86.6 87.7
12.6 7.7 6.7 6.2 .3.9 2.2 2.2
3.9 642.6 47.4- 51.6 55.5  57.7  60.0
10.0. 7.4 -5.2 &3 3.5 2.6 2.6
27.6  35.0 40.3 G646 43.2 S50.8 53.4
29.6.° 4.3 2.8 1.6 1.3 8 R
86.5 90.3 93.7 95.4 96.7 97.5 98.3
$3.6 5.5 3.7 2.1 - 1.6 - 1.0 .8
828 88.4 92.2 94.3 96.0 97.0 979
18.2 % 164.7 7.5 6.5 2.1 1.6 x 1.3
€8.2 63.0 .-70.5 5.1 77.2 78.7 .80.0
18.1 13.7 - 8.6 5.0 .2.1 1.6 1.5
45.7 59.4 68.0 73.0 75.2 76.8 78.3
11°3 9.0 1.9 1.7 1.6 1.1 .9
61.2 70.2 72.2  73.9 .75.4 76.6 77.%
15.7 12.0 2.5 2.4 2.0 1.6 1.3
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OTAL "GF "BANKING
= INDEPENDENT BANK
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CNUMBER IN PARENTRESES™

DECEMBER

1984

10

STATE AND ITEM

261

PER ORGANIZATION
CUMULATIVE :

DEPOSITS

¢

TENNESSEE

PER ORGANIZATION
CUMULATIVE
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" _PERCENTAGE OF TOTAL ASSETS. AND TOTAL DEPOSITS: PAGE 9
BY THE TEN LARGEST BANKING ORGANIZATIONS WITHIN STATES C
(ALL COMMERCIAL BANKS AND TRUST COMPANIES
(NUMBER 1IN PARENTHESES IS TOTAL OF BANKING ORGANIZATXONS IN STATE)
(¥ = INDEPENDENT BANK)

S e ' DECEMBER . 1984 , .
“'STATE AND ITEM ' 1. 2. 3 4 s 6 7 s 9

o WEST VIRGINIA (  203)

AS3er onsanszTxon 6.7 3.8 3.6 2.6 29 1.9 1.9 1.9 1.6
peSUMULATIVE 6.7 10.6 14.0 16.5 195 21,4 233 25:3 2700
PER ORGANIZATION 6.5 364 3.3 2.5 23 20 1.3 1.8 1.5
CUMULATIVE 6.5 9.9 13.3 158 18.2 20.2 22.1 23.9 25.5
nxsgog;gu (3 440) S RER ‘
PER oRsANIzArxon 13.6 11.0 7.6 3.2 2.8 2.3 2.2 1.7 1.
DeSUMULATIVE 1306 - 24.7 323 3806 38.4 40.7 43.0 44.7. 46.4-
" PER ORGANIZATION 2.2 9.8 7.4 36 27 2.3 2.0 1.7 1.6
CUMULATIVE | 12,2 220 29.5 33.0 357 38.1 40.1 1.8 435
WYOMING . ¢ €5) g o ) o :
ASSETS o o :
PER DRGANIZATION 16.3 11.8 11.5 4.9 4.2 3.8 3.6% 3.1 2.0
pgSUMULATIVE 16.3 28.2 397 447 489 527 S6.4 59.5 61.6
PER ORGANIZATION 6.2 11.9 111 6.7 43 3.8 3.7 31 2.1
2 2801 39.3 460 8.4 52.2 55.9 59.1 1.2

. CUMULATIVE 16
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ATTACHMENT D

Summary of Enclosures

Antitrust Policy, Kaysen & Turner (1959). This seminal text on antitrust
policy suggest the following statutory benchmarks for the federal,anti-i'v
trust law, at page 133, that, with regard to horizontal mergers:

"(a) Any acquisition of a competitor by a firm with 20
percent or more of its market is prima facie illegal. (b)
Any merger of competitors who together censtitute 20
percent or more of a market is prima facie illegal.".

United States v. Philadelphia National Bank, 374 U.S. 321 (1963), at page
364, notes that the proposed merger would have resulted in a single
bank's controlling at least 30% of the commercial banking business in the

- market. "Without attempting to specify the smallest market share which
‘would still be considered to threaten undue concentration, we are clear

that 30% presents that threat", citing in a footnote Kaysen and Turner
and another proponent of 20%, as well as a proponent of 25%.

"Does Antitrust Law Preclude the Need forvGeographic‘Constraintsion
Banking"; Donald I. Baker, 93 Banking Law Journal 1005 (1976). Professor
of Law at Cornell Baker, who sukseguently became Assistant Attorney
General, Antitrust Division, U.S. Department of Justice, concludes at PPE.

-1016-1017:

I tend to believe that a reasonable degree of pluralism is
worthwhile - to aveid creation of what are essentially
" statewide oligopolies. Since antitrust now does not
provide it, some legislative restrictions on acquisition
of leading local banks is necessary. This can be done in
ways that are far 1less restrictive than most of the
geographic restraints have been in banking. ~To start.
with, no restriction on de novo expansion - either with
manned facilities or automated ones - is necessary or
desirable. Essentially, all that is required is that
Congress amend the Bank Merger Act and the Bank Holding
Company Act to provide that no banking organization may
make an acquisition which increases its share of statewide
dep051ts above a set figure. That percentage figure
should, in my judgment, be not higher than 20 percent -
since that figure would assure that there are potentially
at least five strong banklng organizations in a state.
[Footnotes omitted] '

"Potential Acquisition Partners for Large U.S. Banks: The Discriminatory
Effects of Law and Policy", Smith and Weiss (Comptroller of the Currency
Staff Paper No. 1980-5). At pages 17-18, the authors apply an antitrust
assumption that any transactions would be disapproved if the transaction

would result in control of over 20 percent of bank deposits in a given

A
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market basing thelr assumption on ‘the landmark case of United States v.

t-Phlllrpsburg National Bank and Trust Companj et al., 399 U.S. 350 (1970),
. in ‘which the Supreme Court rejected as antlcompetltlve a transactlon‘
- which resulted in a 23 percent market share. :

"Merger GuidelineS";fBoard'of;Goverhors of the Federal Reserve System
Staff Memorandum dated January 22, 1982. On page 2 the staff proposes
that "If a merger would yield a firm with over 20 percent of -the state's

banklng deposxts it is llkely to receive close scrutlny

Statement by Paul A. Volcker, Chalrman, Board of Governors of the Federal

‘Reserve System before the Subcommittee on Financial Instltutlons, Super—‘
.. vision, and Regulatlon of the Commlttee on Banking, Finance and Urban

Affalrs, House of Pepresentatlves, Apr11 24, 1985.

‘ "Two klnds of llmltatlons, in our judgment, might be taken
to forestall: any substantlal risk of excess1ve‘concentra—
‘tion. .The approaches are not mutually exclusive and would
be complementary. Both would, at the margin, involve -
_essentially arbitrary judgments, for they would envisage a
~simple quantitative'measure of relative size. But, by
responding directly and logically to the concerns about
concentration,.libelieve they would provide a more coherent
approach than the present "system" of implicitly relying
on an almost total prohibition on interestate acquisition

_ as an indirect‘meanS'of controlling concentration levels,
The first approach would -envisage limitations on the
largest banking institutions acquiring other banks. For

i ihstahCe, the. very largest heclding companies in terms of
domestlc banklng assets (or’ dep051tory institution assets)
-- say the top twenty-five -- might be prohibited from

- merging with each other. In addition, banks could be
prohibited from obtaining‘throughvacqﬁisition more than
some fixed s'hare<= of ‘the nationwide total of such assets,
although de novo or relatively small acculsltlons in other
states could be permltted

“The second approach wduld permitj or even encourage, .
states to set limitations on the proportlon of  banking
assets (or depository institution assets) within their-own
borders that .could be acquired through acgquisitions or
mergers of institutions of significant size.. Specifi-
cally, such-acquisitions could be denied if the resultant
institution would hcld more than, for example, 15 or 20
percent of a state's banking assets. Ahy such rule should

© be nondlscrlmlnatory between 1n-state and out-of state
banklng organlzatlons.'

5’ A
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ATTACHMENT F

MAXIHUM DEPOSITS IN COMMERCIAL BANK SUBSIDIARIES OF BANK HOLDING COMPANY

6/30/86

com'] total duakves' com'] FFB  com'l FFB coms’]
total state bank - . 202 deposits 10.52  bank - 12.00% ‘bank  $11,500 bank
deposits . deposits cap ~ equiv . equiv equiv  equals equiv

dyr -avg $110,768  $51,196 $10,239 9.241 $11,631  22.72% $13,292  25.96% - 10.381  22.46%
dyr comp $110,635 $51,131 $10,226 . 9.241. $11,617  22.72% $13,276 ~ 25.97% " 10.391  22.491
- Jyr comp $112,744  $52,096 $10,419 9.241  $11,838  22.72% $13,529 - 25.97% 10.201 22.07%
2yr coep $112,235 $51,053 - $10,211 9.10%  $11,785 = 23.08Y $13,468 - 26.381 10.251 22.831

6/30/87

: *coma’l dwarves coms’'l FFB coms’l FFB com’l
total state bank 11.00%  bank 13.008  bank  $13,296 bank
deposits deposits - equiv ~equiv . equals equiv

A4yr avg $125,357 857,022 $13,789  24.181 - 816,296 = 28.58%1 = 10.611 23.321
dyr comp $125,063 $56,678 $13,757  24.191 816,258  26.581 10.631 23.381 -
‘3yr comp $129,883 59,045 $14,287 24.201 $14,885  28.601 10.241 22.521
2yr comp $128,751 856,705 $14,163  24.98% 416,738 = 29.521 10.33% 23.45%1

'5/30/88

» com'] dwarves coms’l FFB cons’]  FFB con’]
total state bank 12.00%  bank  13.52 bank ~ $13,767 bank
deposits . - . deposits - equiv .- . . equiv equals equiv

~dyr avg $141,947 863,511 $17,034 . 26.821 $19,163  30.171  9.701 21.681
4yr comp $141,459 $63,270 $16,975  26.83% $19,097 - 30.18% - 9.731 21.761
3yr comp $149,724 $66,921 $17,967  26.851 - $20,213 30.201  9.191  20.57%
2yr comp $147,840 $62,962 $17,741 28.17% 419,958  31.691 9.311 21.861
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CALCULATION OF CONPOUND ANNUAL RATE OF BRONTH OF NEN JERSEY DEPOSITS

. CONMERCIAL BANKS :
: increase - annualized

SAVINGS BANKS
‘ ~intrease . annualized

- 2.year compound growth rate

- SAVINGS & LD

11,07% - 2 year .coapound growth rate

AN ASSOCIATIONS -

ALL DEPOSITORY INSTITUTIONS

R deposits  érom prev percentage a deposits ~ from prev  percentage

o date . (000,000) date increase . date - 1000,000) - date increase
COM/30/BY 830,009 ow30/B1 o en,Ms -

- 06/30/82 - 431,571 - $1,552 S.47% - 06/30/82 89,691 . $34b 3.701

- 06/30/83  $37,259 45,688 18,021 06/30/83 - ~ $10,072 $381 3.931

: 06/30/84  $39,728  $2,449 6,631 06/30/84 - 810,345 - 8273 .11

) '_06/}0/85 - $45,965 7 $6,237 - 15,701 '06/30/85’ 813,275 42,930 28,321

4 yeéf‘aQEragg growth rate 11,381 '4fyeéf average growth rate : 9.471

5 l'year':oppoﬁnd growth rate 11,288 & year cospound qroutﬁ,rate 9,471

3 year compound growth rate 13,341 3 year cospound growth rate 11,06

- 14,811

. increase  annualized total increase . annualized
..o deposits - from prev percentage  deposits  from prev . percentage
- date 1000,000) - date increase £000,000). . date increase
s " 4 : S SS353853sss3ssss3s33ssss=2 S=ssizzssssss=s=2ssssssssssss3ssss=s
- 09/30/81 821,939 ‘ '
S 09/30/82- 24,178 $2,239 10, 21%
. 09/30/83 - 428,647 $4, 449 18.48% o
. 06/30/84 - 632,239 $3,592 ~ 16.681 . 482,312 R .
- 06/30/85 $38,691 45,452 20,011 $97,931 . . 15,619 1B.98%
4 year average qrquth’fate 16.34%
R B £ year cospound growth rate _ 16,334
2,75 year comspound growth rate 18, 65%
1.75 year coapound growth rate 18,78



PROJECTED DEPOSIT EROHTH-AVERASE RATE

USihq 4 Year hverage Browth Rate

 CONNERCIAL BANKS ¥

SAVINGS BANKS

increase  annualized increase  annualized
‘deposits  from prev  percentage ' deposits  from prev  percentage
date . (000,000) date increase (000,000) . date increase
06/30/85  $51,1% 65,231 11,381 ~ $14,559 $1,284 9,671
06/30/87 $57,022 . 45,826 11,381 $15,967 $1,408 9.471
04/30/88 $63,511 $6,489 11, 38X $17,510 $1,544 9.47%
06/30/89 $70,739 . $7,228 11.38% $19,204 $1,693 - 9.671
06/30/90 - 478,789 $8,050 11,381 $21,061 31,857‘ : 9,671
- ' SAVINGS & LOAN ASSOCIATIONS ALL DEPOSITORY INSTITUTIONS
increase  annualized  total increase  annualized
E deposits - from prev - percentage - deposits  from prev percentage .
date (000,000)  date increase ~ (000,000) date - increase
_06/30/86 $45,013 $6,322 16.34% $110,768 $12,837 | 13,114
06/30/87 $52,368 $7,355 16, 34% $125,357 - - $14,589 13.171
06/30/88 $60,925 $8, 557 16,342 $141,947 $16,590  13.23X
06/30789 $70,880 $9,955 16, 34% $160,823 $18,876 13,302
06/30/90 $82,462 $11,582 16,34% $162,312 . s21,489 13.36%
‘ PRUQECIED DEPOSIT GRONTH-COMPOUND RATES
Using 4 Year Compound Browth Rate
COMMERCIAL BANKS : i SAVINGS BANKS
’ increase  annualized , increase  annualized
deposits from prev percentage deposits  from prev . percentage
date (000,000) - date increase (000,000) - date increase
- 06/30/8b 351,131 $5,166 11,241 514,493 $1,218 9.17%
06/30/87 $54,878 $5,747 11,24 $15,822 $1,329 9.171
04/30/88 $63,270 $6,392 11,241 $17,273 $1,451 %.171
06/30/89 - $70,381 $7,111 11,242 $18,858 $1,584 9.17%
06/30/90 478,291 $7,910 11,241 $20,588 $1,730 9.17%
! SAVINGS & LOAN ASSOCIATIONS - ALL DEPOSITORY INSTITUTIONS
increase’ annualized . total increase _ annualized
deposits = - from prev - percentage  deposits - from prev  percentage
date (000,000)  date increase {000,000)  date increase
,706/30/66 45,011 $4,320 16,334 » $110,635 $12,704 ~ 12,971
06/30/87 $52,363 $7,352 16,334 $125,083 $14,428 13,081
06/30/88  $60,916 $8,553 16,331 $141,459 $16,397 - 13.A1X
06/30/89 $70,868 $9,950 16.33% $160,105 418,645 = 13,181
06/30/90 $82,441 $11,575 16,331 $181,320 21,215  13.25%
(7
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Uiing'3 Yoar Coopouqd,sroﬁth Rate

COHHERCIAL BANKS

SAVINBS BANKS

annualiiéd. '

S date

O 0sr30/88

06/30/90

$91,318

18.74%

$195,492  $25,569

15.05% -

. increase anndaliied o S xncrease o
S depos;ts from prev  percentage . depbsits iros prev  percentage.
~date (000,000  date . increase ~.1000,000)  date  ° increase
g==:z EH] H == 2=k
'06/30/86 452,094 $6,131° 13341 814,743 81,468 - 11,082
- 06/30/87 439,045 $6,949 13,38, - T 416,374 $1,630 15,061
_ - 08/30/8B . $bb, 921' 81,876 1334 818,184 $1,811 11061 -
- 06/30/89 . - $75,848 $8,927 T 13,341 $20,195  $2,011 - 11,081
06/30/90 ,385,965' - $10, 117 13,341 $22,429 - 42,233 11.062
“ SAVINSS & LOAN ASSGCIAT!ONS ALL DEPOSITORY INSTITUTIONS
, increase  annualized  total increase ~ annualized
déposits ~ from prev . percentage  deposits  from prev  percentage
(000,000)  date increase - (000 000) date ‘increase
. 06/30/86 . $45,905 . 47,214 16,651 5112,744 $14,813 15,132
06/30/87 $54,464 48,559 ©1B,65% . - $129,883 417,139 15.201
06/30/88 $44,419 $10,155 18,641 s149,724 819,842 . 15,261
06/30/89 $76,667 . $12,048 18,641 $172,710 $22,986  15.3%%7
~ 06/30/90 $90,961 $14,295 18,451 $199,356 $26,645  15.43%
. Using 2 Year Coapound Growth Rate I
COMMERCIAL BANKS o SAVINBS BANKS , , L
. ' . increase annualized increase  annualized
’ - deposits  from prev - percentage *~;deposits froa prev - percentage
date '1000,000) - date - increase 1000, 000} date increase
~ 06/30/B6 $51,053 $5,088 11,070 - $15,240 31,965 ERLA:I Y
- 0b/30/87 56,705 - $5,652 AL . $17,497 $2,256 " 14,801
$62,982 $6,277 - 1L.07% - 420,087 $2,590 14,811
06/30/89 $69,954 - $5,972 - {1071 $23,061 - . $2,974 R LA
08/30/90. . 477,698 $7,744 11,071 - 426,475 $3,414 14,812
A SAVINGS & LOAN ASSOCIATIONS ALL DEPOSITORY INSTITUTIONS
o " increase annualized  total  increase : annualized
o deposits  froa prev percentage  deposits  from prev percentage
date (000,000) - date - increase {000,000 = date increase
g2ESsz=28=2s82ss ----I---s---.-------si-l======- '====ll==ll======!g====!l:==:===ll
-06/30/86 $43,941 $7,250 18,74 $112,235  $14,304 - 14,61X
. 0b/30/87 - $54,549 48,608 ‘§B.74% - $128,751 $16,516 14,721
~0b/30/88 $64,714 $10,224 18,741 $147,840 . 419,089 14,83
06/30/89 - 476,908 $12,137 18.74% $169,923 - 622,083 14,941
$14,411



Attachment G

The Rank Deposit Cap - S
Comparative Analysis of the Lesniak and Stockman Bills

‘Section 2:-

‘ (a) S 1466 uses the definition of banks as the numerator in the deposit
cap. - It defines bank as excluding the so-called non-bank banks, which do
not both accept demand deposits and make commercial loans, and also excludes
‘savings and loans. ' S 1444 defines bank as any institutionv with a state or
federal bank charter, and thus includes the non-bank banks. - This is a
critical difference, as it would be quite feasible for a New Jersey bank
holding company with multiple bank subsidiaries to locate all of its commercial
~ lending activities under a single charter with multiple loan production offices
located at its other banks, convert its other banks to non-bank banks, and
exclude a substantial portion of its deposits from the cap. :

S 1466 defines location of a bank with respect to its principal office;
S 1444 defines location with respect to the state in which the Ilargest
proportion of its deposits are located, copying language from the regional
banking bill.. This difference is significant because there are already thrifts
with offices in multiple states, and the location of a principal office is a mere
legal formality which would offer the opportunity to change the cap calculation
merely by a formal legal move which would not relate to the realities of the
competltlve envxronment in New Jerseyv. :

(b) As a bank may 1egally own a bhank holdmg company which, in turn,
may own additional banks, S 1444 clarifies the definition of company to insure
that all banks within a single organization. are consxdored as a single entlty _
for competltlve purposes. S 1466 does not. '

(g) Own is generally used interchangeably with control throughout
both bills; S 1444 revises the definition to include indirect ownership which
may occur even though techmques sueh as nonvoting stock are employed
S 1466 does not. :

(1) 'S 1466 here uses a definition of bank which includes non-bank
banks, as this definition is used 'in S 1466 as the denominator in the cap

calculation, in order to make the denominator as large as possible. The :

'S 1466 definition of depository institution will both include the deposits of an
institution with its principal office in New Jersey and the bulk of its deposits
in other states, and the New Jersey offices of a thrift with its principal office
in another state. The definition excludes the New Jersey deposﬁ:s of a bank
located in another state, as this might be interpreted as requiring those
deposits to be included in the numerator as well, which would be disadvan-
tageous to those large institutions with extensive out-of-state activities.

(m) S 1444 defines control, which is used in both bills, in the same
manner as the interstate bill and the federal Bank Holding Company Act;
S 1466 defines control in and only for the purpose of Section 4, and once
again limits control to voting power. '

j/)(‘ '



s 1466.

Sec-tlon 3:

(a) S 1466 1nc1udes the dep051ts of banks (excludmg non-bank banl s)
and savmgs banks. (but not savmg‘s and loan associations), whose prmclpal_
‘office is located in ‘New Jersey in the numerator; S 1444 includes the deposits
of banks (1ncludmg -non-bank ‘banks), - savings banks, and savings and loan
associations, the greatest portion of whose" deposits are located in New
~ Jersey. S 1466 has caps of 12%, 13%, and 1329, S 1444 has caps of 10.5%,
-11%, - and - 12%. At the present - tme, 1% amounts to approximately -
$1,000,000,000. S 1444 defines assumption of deposits to be 10% or more of
the dep051ts of the acquired bank, to allow for modest branch purchases,
‘which are common in New Jersey.: Q 1466 does not define what portion of an
‘assumption would result in apphcatmn of the cap law; this ambiguity mlght
 permit a holding company to acquire all but onc of ‘the branches of a bank
_ and still avoided the cap law. A bank in South Jersey sold all but one of 1ts
branches recently as part of a restructurmg :

S 1466 includes in. the dennmmatnr both the New Jersey deposxts of

thrifts with their principal office located outside of New Jersey, and the -

- out-of-state deposits of all New Jersey institutions with head offices located in
Tew Jersey.. S 1444 includes in the denominator all deposits of offices located
in New Jersey of all institutions, a standard more directly relevant to the
competitive»situatidn in New Jersey. S 1466 includes non-bank bank deposits

in the denominator. S 1444 excludes these deposits because non-bank bahkq_ :

chartered in New Jersey owned by brokerage houses and insurance companies
may- garner large amounts of deposits by mail from out-of-state, which
deposits are- unhkely to be invested in New Jersey to any significant degree
and are thus not relevant to the competitive situation in New dJersey. S 1444
~.was drafted in this manner in part because of a concern on thls point
expressed by the Governor s Counsel -

-(b) "Person". should'_be. mserted m S 1444 where in is ihserted in

» (c) S 1444 includes ‘assumption of depbsits in the triggering mechanism
. for the cap law, and includes all 1nd1rectlv owned deposxtory mstltutlons,
rather than just banks. : :

, (d) S 1444 permlts superwsory mergers and acquisitions under the
‘circumstances and in aecordance with the standards set forth in the New
~Jdersey law empowering the Commissioner of Banking to approve .such
‘transactions. S 1466 includes no specific standards, allowing for varvmg
mterpretatmn and possible abuse by a future admlmstratlon

Sectlon 4:

S 1444 deietes_ the definition of control, havmg 1nserted a revised
definition in the definitions section. S 1466 does not.

EV'Sectlon 5 and 6:

S 1444 ut]hzes depos1torv 1nst1tut10n rather than bank in these tw0j
~sections. S 1466 does not. : : :



fSectlons 8 and 9 of 1466

S 1466 promdes for the dlsappoarance of the cap law at the end of three

- and one-half years if the legislature does not act; § 1444 provides that the

cap will continuec until amended. Since New Jersev will probably be in the
- first stage of interstate banking at that time, and New Jersey financial
institutions will be subject to acqun)tlon by out-of-state institutions, the
dangerous posswblhty exists under S 1466 that one or two out-of-state
- institutions . could gain control of 60%, 70% or even more, of New Jersey

commercial bank deposits should the leg‘:slature fail to meet the deadhne due -

. to other leg"xslatwe p‘“lOI’lthS
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» ' My name is Mcrleﬁ Doolev 1 e e Cowsurer A‘vocate and attcrne\
for the hew Jersev Public Interect Research Croup (NJPIRG), a statev:de
lgnon-pro‘1t. non- p=rt15nn prllC interes grouﬂ thct works in arezs cs
e“vlr nrentel conservetion, cc"su“e* p*ote t‘o*' .d'ccr;crate a.d cvers-
'fmental accountcblllt\ on behggf of its 63,000 ne:ters' ‘
hJPIRC is- tectlf)lng tOGc\ te: urge the co:::ttee tc ecé four conetrer
ameﬁdmeﬂtc te the Interstate Bznking b111 S-1467. The four amendn nte are’

@ Besic Consumer Crecking Account,
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_an Expedited Funds Availability,Act anc a Coc-unity Reinvestment Act.

B CRCR“'“

In 1982, the fecerzl government beg;:» lifting the i’{eres; rete
ééilihg”on the amount that bsﬁks:coulé pey depositers.  Trnis acticr was

“taken toballow banks to-bé.éo:petitivé vitr otwe*bln\e=tre" TizYhets.
o’low‘“gideregzl tion, we ka"é SEEn . t € tre .Cous es:ala:iczfcf.bas c

“bank service fees. Accorclre to 2 Well- Street Jonrna rticle, betweer 167

1.2
‘and 19€2, benk ee*vxce cP=r5e= rore than dostled to 10.€ tilliern fre- L,

¢
bllll;‘gv, The House Barning Cch_i.tee hee eles estizzted thzt between 1¢7°¢
and 1983, the cost of bas banhing;servages for ‘the avé:ége Uﬁiﬁef Stetes
.:bse‘o’d jumped 10”, fré?;SEl.Gé‘tc.SiET.SSQ 7‘ ‘7 _ A
Fees for excessive vnt“dra\a ffo:‘savings aébo::ts, for mzinteinin:
& smzll sz vinge azccount, fer ceshing go cent checrs, for veing live
 Atg11efs and fer ﬁsing auto t1c tellers are comron.» laerge accounf holcers

obvicusly do net have tro *1e fulfilling mininmuz belence requirements. it

sdiéition, these "preferrec’ custorers often receive banki king pecheres thet

thet is hermed by these Imcrezsed chzrpes Atcorlingitr Federsl Fessivoe
Fozrd cate, 407 of 211 Americens have less thzn €5,000 in fizzncial geccns
cf eny type. Ancther 207 heve $1,000-85,000 in finzncdiel essets cf an
tvpe. . Nct enlvido these conmscrers not rezt the benefits of hiph dnteres:
sccounts, éia::_;rc gsgentiel tzrtiino ecrvicd
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s NJPIRG'is concerned that the moderate and low income consnmer
_is being pushed out of the banking'msrkét. ‘Again, data from the |
Federzl Reserve Board shows that the number of famllles w1thout
checklng accounts is greatly rising. 1In 1977, 4L4Z of the poorest
American families did not have checking accounts. ‘In 1983, 565
d1d not have checkzng accounts. o

Houston's Med Center Bank provldes a good illustration of
how many banks are "de-marketlng" consumers. Houston Keid |
1ncreased its fees and chased away 8,000 to 12 000 customer
At the ~same time, the bank doubled its dep051ts by pursuln- the “
wealthv. Average depositors at the Med malntaln a bzlance of |
$30, 000, B o

It should also be noted that there is a wide disparity of
fees among banks. This calls into guestion the relation of the
fee to the service. Phlladelphla's ¥ellon Bank East charee
$30 for each bounced check whlle others charge only $1O - 815,

New York State in 1982 asked banks to submit datz on the actuzl
‘cost of processing a bounced check. The banks could only juetify
$5 to $5 an'item.behe'state then set a maximum fee of ¢?. '

s
1
1

Fees are not tne only wzy in which consumers are ciscourzgel
from banklng. Requiring a high mlnlmum.balance. ownership. of
credit cards or sponsors in order to open accounts are other
tactics. S '

we state these examples and statistics to show that the
problems éxist.' It 1s 1mportant thzt while the leglslature
" considers restructuring the banking system. that it also
“,1nc1ude safeguards for the consumer, NJPIRS is neither supportirns
nor opposing 1nter=t;te banklng._ We want to pownt ocut thzt these
prodlers exist and will continue to grow unless ectiorn is ta¥er.
in fact. with lnterstate bank.n&, serv;ce mzy gel more comypliex
and removed from the consumer, because the banks are less
localized. In addit*on.’tne banking 1ncc-tr5 has taken ne
actior to alleviate these protlems, so btefore any further
‘advantages are granted to that industry, co"suner banking
iegislation_EQSt be.déveloped. The ground rulec for barke
doing business in New Jersey must be set. Other states hazve
reoognlzed the dlff‘Cthlec facing low income consurers
and have imrlemented lEéiSlau-Oua Noet recently, Illinois

7. , . . F
NSX :
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 enacted four consumer amendments to 1ts 1nterstate banklng 1aw- '
base line banklng. checkhold.,truth in dep051t1ng and community
"reinvestment. :

BANhS HAVE A m-.sponsmn.rry T0 ALL CONSUKERS

‘ The state of New. Jersey has an obvious 1nterset in assuring

‘that all consumers are treated fairly. NJPIRG also believes
that banks have a responsibility to the consumers of New Jersey
Although banks are not public utzlltles. they do receive sutetant al
benefits from the federal government. Banks receive federal
deposit'insurance that_;s backed by the full faith and credit
of the United States. government.‘ Despite situations like the
collapse of the gtate insured haryland Savzngs and loans
.~ consumers retain confidence in banks. because of. the ex1sterce

of the federal deposzt 1nsurance. '

_ In addltlon. basic banklng serv;ces have become essentlgl
in our modern world. Without access to checklng and s;v negs
accbunts. consumers are subject to high fees for check
| cashlng and money orders. Consumers that choose to carry cask,

- may become targets of muz:ers.i N

| AbENDIv..:T\”IS

a.) BnSIquOS’”N“W CHECHING A”COUh’

As mentioned earl;er. one of the most prevalent pro lens .
‘_facing'low income consumers is the increase in banking feec
since deregulation. The fees mzke essential banking services
'unobtalnable by the low income consumer. In & nation-wide
survey conducted by the Consumer Federatzon of America ani
the San Fransisco Consumer Action, hlgher fees hiked chargec
on a typlcal checklng account to more thern §:00. At soie
banks the charges approached $200.  OUther prerequisites
to opening a new account, such as ownership of a credit card
create'insu*mountable obstacles for low income consumers.
R-»‘vut checking or savings accounts, consumers mus:
resort to check cashi ng outfits and liquor stores to C’f"s
5chesks.', Caehlng a check tY“’Cally cosis 1- 2% of the f;CG
alue -of the chec?, gometimes as much as 107 Th & CcOonEuTiT-
must then purchase money orders which are an addeu expe LS4
In the‘altefnative, consumers will be forced to carry cr

el
.z _
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‘keep at home large amounts of cash. These individuals gay
become the victims of theft. This is very likely with the
elderly, students and others who receive government checks
on the same day each month and are forced to cash the whole
check. In addition, check cashing businesses are often
located in poorer ne1ghborhood= in which crime rates. are
higher. The poor are, statistically, more llke13 to be
victims of street crime.

To meet these consumer problems. NJPfRG sugegests that
every depository institution offer a basic consumer checking
account. These aétountsvwduld'be subjedt‘to‘very specific
limitations. These restrictions will servé to limit the
number of consumers who will be attracted to the basic

- account.

PrbviSions of the Act

v Evefy.depos*tory institution gshzll offer a bacsic coﬁs:ier»
checklng account at all offices waere“transactidn accouris »
are offered. The account will contaln atleast the follov ng
features: '

--an initial deposit not in excess of $25.00;
--no minimum balance of funds to maintain the account;

--8 withdrawals per month by check anéd 5 other withérawa
without charges;

- e-mzximurm fee of V-.OO per wlth*rawgl in excess of & checxe
and five other withdrawals

e=mzximum fee of £5.00 for a check returned for 1n=uff1c~e it
-funds; A

--maximur. fee of $5.00 for a stop payment order;

-=-no fees mzy be charged for depositinz funds;

--no fee mzy be charged for maintaining'the account 6r account
1nact1v1ty .

--no fee may be charged for z bzlance inguiry;

‘weno fee may be charged for early closure of an accour

--fees not greatér tharn the rezsonatle cost to the derc vlt:ry

institution for any other account-rela;e:'serv;ce.vs:
returr, of cancellel cancelled checrs, check priniing

--z monthly statement that itenlzes the account's cellts zn

credits during the statexzent period and also indicates nt

W

s
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‘baianée attthe.beginningaandtend.of'theistatement period.

Restrlctlons

A consumer who owns a ba51c consumer check’ng account
'may be prohlblted from openlng any. other transaction
account. ' ‘

: Prohlbltlon on Dlscrlmlnatlon

_ All dep051tory 1nst1tutlons are prehlblted from
‘requlrlng a consumer to have a credlt card or any
: other requlrement that would tend to dlscrlmlnate against
- low 1ncome customers before openlng a ba51c checklng
- account. '

Government Check C&Shaﬂﬁ

_ All depos1tory 1nst1tut10ns must allou any consumer
‘fto register for an indentification ‘card, which will

entitle the cardholder to cash a United States. state or
local government check made out ‘to the person presmting
it at the branch that issued the card. If the cardholder
.,a1So presents identification with a picture. the cardholder
may cash government checks at any branch of the 1nst1tutlor
1ssu1ng the card. T

'CONFLUSIuh

This amendment was developed to prov1de ba51c benklng
to consumers w1thout creating undue hardshlp for the banking
industr). Some banks presently offer these banklng accounts.,.
v Securlty Pac1f1c ‘National Bank in Los Angeles has a "no frilic
'account whlch limits the nunber of timees & customer mzy use
a live teller per month w1thout incurring fees. It shoq’d
also be noted that several states. New York, Callforn;a.
Massachussetts and Illlnows have requlred or are investigatin:

1ife line accounts.

-TRUTH IN DEF OSITING Aﬂcouwf’

The underlying theory of- baaklns deresu‘at on ig tha®
market forces will curta11 abuses.n Thls theory can not.
o work, however, unless banklng 1rform tion is publls ed ard

acces51ble¢ S o v o
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NJPIRG~has conducted banking surveys and found thatrobfaining
information was difficult and at times impossidle. 1If 2
’prOfessional research group has difficulty ascertaining
banking policies durlng phone interviews or offlce visits,
what chances does the average consuzer have? ‘

NJPIRG ‘urges the commission to implement legislation
that requires disclosure of all fees, charges, tercs anu
‘ condltlons related to banklng transactlon |

,Provisions of the Act-

Schedule of FeesL‘Chargec and Terme and Cond itions

A1l depos1tory institutions shall maintain a schedule of Iees.
charges, and terms and condltlons appllcable to each account. ‘
offered by the institution that includes the followzng ln.O”Usth”“
--any minimum 1n1t1al depos;t requzred to open an account;

-=-any minimum dbalance neceSSary to avoid fees or charges ani ar-
exarple of how such minimum balance is calculated; S

~-any monthly mazintenance or'other pe*iodic charge for rairtz
the account and the cone t*ons under which such charg vwill te
assessed; : : : : -

--any per tranSactwon charge;

 --any charge or penalty for early w;thdra\al or excess wlithirawzli .

‘==2ny charge for a check cran“ on the accou int and dishonored
upon presentment'

ﬂ"

-=any charee for a checx deposited irnto the accoaﬂt ani ciegh Lonc
by a payor bank; S

--any charge for a stop payment order;
-=-any charge for a balance‘inquiry: ;
--any charge for early ciosure of an account;
f_--the'amount of any charge for an inactive account
--interest payable on any account, 1n*1uc1ngz
' a.»lnterecu periocd during w nich the rate will be in effect;

b. the annuzl percentage yield as & standard~measurezeht te
facilitate comparison among different options; :

¢, any minimun balance neceseary for the depositor tc
receive interest; » o

¢. any time requlreze't that muet e met for a dercsiicr
to receive interest; ‘

e, if arrlicatle, 2 statement thzt a der ositor will ic

" interest that has accrued but not been credited i
‘are withdrawn before the interesti hazs been credizel.
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: 1nst1tutlon that refers to 1nterest rates or percentage
yield shall contain the followlngzb

~ ==the rate of simple interest and the ba51s of compound‘ne.
--the perlod which the interest hlll be in effect.
--the ‘annual percentage y1e1d°

 e=any time or amount requlrements necessary to earn the 1ntereet
advertlsed. dincluding time and amount requ1rementc th will
result in a higher or lower rate; :

--any 1n1t1al dep051t requlred.

--if applicable, a statement that fees or other conditions
could reduce the yield; :

--if applicatle, that a substantial 1ntere=t penclty ie
required for early withdrawal;

 Computation of:lnterestb_3
~The~balence'on'which interesf iS'computed in any account ghzll
- be the average daily balance during the period for which
‘interest is to be calculated.

' D*sclosure to Customers
A+ The schedule of fees and chargec will be provided:

-=in the first regular mailing to account holders occuring
no more than 60 days after this Act takes effect;

-=-to any potentlal custoner before an accourt is ope‘e~ cr e
’serv;ce is rendered; and

 =-to any person upon requect;

B. If there is any chanee ‘in the schecule, account ho;cers wheo
~will be affected shall be notlfled and provided with &
,descrlptlon of the change by ma;l at lezst 30 days p‘dc

to the effective date of the change..

Svecial D*sclosure of Vlnlmur Bzlance Requlrenente B
1f 1nterest paid or service charges assesseé on any account
is fectec Ty & mirimur balance re:ulre'e t, the periciic

account statement must dlsclosex

- ==the actuzl balance amount used by the 1ns*1tutzon to comrit ef
the interest payz®le on the account; o

' =-the method for COEyut&ﬂ& such minirur balance or balarce:;

--a statenment itezizing the totzl cha*ge= assesse tre
reasons for such charges and the conditiones uni e* wricr &
, Qlf‘ereAt set of charges hoclo have been assecsed.

Generszl Pro bltaO“ s=1ns‘ Ina te or V-ele flps ACvertice—s

=1
m
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m
2
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No depocltorv 1nstltut on shall mzke any acdvertisenm

/‘Zr\ L d
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to a depos;t account that is 1naccurate or m;sleadlng or'
that mlsrepresents its deposit contracts. '

EXPEDIATED FUNDD AVAIIABILITY ACT

~ NJPIRG in its 1984 study "Held Up At the Bank," o
examlned check clearlng delays in New Jersey. Wide wariations
were found regarding length of hold on checks. 597 of the o
156 banks surveyed placed holds of one week or more on loce-,'

v checks. Be51des the obvious problen that consumers do not

,have quick access to their money. check clearlng delays mev*

also create flnanclal dlfflcultles if checks are wrltten c
before the hold per;odlls‘exhausted.r,Heavy fees assessed

for returned checks may result in an account geing below

the minimum required balance. In addition, checks returned’

for insufficient funds may harr the consumer's credit rating.

Theﬁlegislature did respond to this probleﬁ by'proposihg¢

"and.passing S-15C3 (P.L. 1985, Chaptef’3?0)'which'required
' banks»to give writter notification of their checkhold polities

to their customers., It was believed that with disclosu#e,

.kconSUmers'can ghop around for the best deals and banks'uill'

therefore be forced to initiate co'petatlve check held pc Cies.'v

 Disclosure alone may not’ resalt in uniform standa“ds.

'1Accord1n5 to our study, there is a large variance betvee*

statewlide float,pollcles. ‘The policies in any given arez,
with few exceptions, are strikingly uniform. For examrle,

in Newark, 6 out of 7 banks surveyed held local checks for

" atleast one week and 5 out of 7 held out of state checks,‘

for periods of time ranglng from 2-4 weeks. Nost consunefs:
shop for a2 local bank. If all local banks have excessive

kcheckhold lengths, disclosure will not solve the proble:.

The NJPIRG study also found that most banks get
provisional eredit for checks within 1-2 days. According
to the Bank Administration Inetitute, ordy 1 in &, 2L5 cnes:-

-

must be written off and the checks lost are of a snzll a-:unt.

NCFPIRS, th v'e:t”ore. still recomxen:s thzt un;forn,che;x::l:

legislation be 1mple7e. e .

dae
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cVProv:s;ons of the Act

n}"Punds Avallablllt Schedul

(A) any federal, state.vor 1ocal government check that is -
deposited by the person to whom it was 1ssuec shall be
, immedlately avallable for w1thuramal :

(B) funds shall be available at the start of the next bus nese
day for deposit by:

‘--a check drawn on any branch of the rece1v1ne depos:tor)

institution that is w1th~n the same Federal Reserve District;

' --checks under §100; and

“k--cashler s checks or certlfled checks 1ssued by a deposltory

d)

1nst1tutlon.'

(c) funds shall be avallable at the start of the second
~business day after the day of deposit for a deposit
by check drawn on a depository institution in the
‘same Federal Reserve District as the institution of
deposit unless a shorter perlod is required by (EB)
above;

(D) funds shall be availadle at the start of the th*rc busgiress
‘day following the dav of deposit for any deposlt by & creck
~drawn on a deposatory institution outside the federal
reserve district of the institution of deposit;

Checks deposited on Saturday. Sunday, legzal holiday. efter
the close of business on any business day or at an electrcrnl

" branch after the close of business of the nearest stefled ‘
~branch of the depository institution involved sghzll be deerncd

to have been deposited on the next business day.
Excep th”

The avallablllty of funcs from checks.

-=drawn on a deposztory 1nstztutlon located outslde the Ur.: 1ec
States;

--double-endorSed checks;
--checks deposited within 30 days of the opening of ar ziccounty

COMNUNITY REINVESTHNENT ”T Ah-~D"TN’C

| "As New Jersey Loves to *n.erst;te b**vrn&,‘me neeld *:
be certzin that our coz:_"zt-es are noi hzrred bty this re-

~structuring, New Jersey needs to insure that out of stz:e

banks do not siphon funde from transzeticne ir hew'Jersey vitniot
reinvesting any of those furde into the comzunities ir whlion
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the bank res1des.

- NJPIRG, therefore. urges the commlttee to improve
upon the Federal Communlty Reinvestment Act. One
method would be to develope a New Jersey Communzty
,Relnvestment Board that could review out of state
‘banks' Communlty Re1nvestment ratings.

hJPIRG would be w1111ng to work with the commlttee'
to develope a state plan to supplement the Communlty
Reinvestment Act.

‘CONCLUSION'

At the present time, 1ou income consumers do not ‘
receive adequate banking services. Although deregulatlo»'
was expected to improve“the banking market, it has
only done so for consumers who'can take advantage of
_ high 1nterest accounts. New Jersey needs to enact
banklng leglslatlon that will assist low income consumers.
There is no guarantee that interstate banking will alleviate
the existing problems. NJPIRG, therefore, suggests that
consumer protection amendments be tied to the “Interstate
"Banking bill." The consumer amendments should include
‘baseline banking accounts, uniform disclosure standsrds.
uniform checkhold policies, and community reinvestment
‘provisions. | |

%%:f% | 2
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check Feo -Policies of New Jerqey Banks Page - -1 _of 12
Compiled By: ~ New Jersey Publlc Intorest Research Croup o ‘

- Date: February, 1986 _
‘ MINIMUM = . MINIMUM =~ . FEES PER S o CASH GOV'T . SPECIAL

, R _ DEPOSIT - BALANCE TO. - . MONTH/.. ~  DBOUNCED =~ . RETURNED - . CHECKS /0. ACCOUNMTS Pap
NAME .OF INSTITUTION TO OPEN. . AVOID FEES. - CHECK - CHECK FEE - C"FIC}( FET NCCOUNT ) SENTORS
1 Atlantic County ‘ - : ‘ : ‘ SR ) : - ) T o .
First Federal Savings: '_ 'S 50 - $200 g 7% 3/month’ C 815 Dcponas on . . No Froe 62 yrs + o
‘ : - ' : B ‘ : Typc and A : . S
ITammonton | Where From
First Jersey National $ 50 L 'No” Minimum $1,50/mohth s1s 82,50 |- No i - Free 62 yrSl +
v . S PR - .20/check a o e E T _
| Abcscon : , IR | S C 10/with.
: : C : T : or transf.,
Howard udVlngb Bank . o s100 o - $500 - 218 0-$299=85 $15 . B $2.50 NoO - I .f  .None:;._
. e n . - ]-300-499:%3 ) . o L . . CooE o i
Gloupcstor Townshlp ($10 from » P pcer month
: . bank pamph.]. - : ) g
Bergen County’ ‘ -
Westwood Savings. and $100‘ ; $100*“ : $7;50/m0nth B $12.50 “,‘ } $12.50 . No: i . Yos
l.oan Association i S K i ' . S I B E ‘ i e
D : (if want checks ‘
Westwood o N ~ |back, min.=$500)
Citizen First National . Nonc $500 : ' $ 5/month s18 _ rNoﬁe - o No ) Free 02 Yrs{ +:
. L . Lo v . . ; ’ . r . . . ) R
Paramus e
Midland Bank and Trust '$ 50 S -§500 Under $200=$5 ' $12.50 1 55 S ) No ’ Free 60 yrs. + .
Co. . . i e $200-$300 =$3| - o . . Lo
| Paramus . I L : g $300-5400-=$2].
T ) : . K S 1$400-$500 =81




Check Fec Policies of New Jersey Banks . : . ) ) . Paqe _{_“ﬁLé,
Compiled By: - New Jersey Public Interest Research Group : B . .
Date: February, 1986

MINIMUM MINIMUM FEES PER ) . . : CASH Gov'T SPECTAL
: . DEPOSIT © BALANCE' TO MONTH/ BOUNCFED RETURNED CHECKS VW/0. ACCOUNTS . 1'Op
NAME OF INSTITUTION TO OPEN AVOID FEES CHECK CHECK FFE CHECK TEE ACCOUNT - . SENTORS
Bergen County Cont'd . ‘ » : : ) )
First National Bank In $300 $300 - |9 checks free| $1i5 i $1.25 szy' , F:ce‘GS yfs. +
Fort Lee - : . : ' ) . 10¢ ea. add'l " ’ . : . . .
Fort Lee ' chcgk(
United Jersey ‘Bank $ 50 $500 ) $ 0-$299=56 $20 . $5 ' No Free 62 yrs. 4
1 ' . ) $100-$499=54 ) . .
Hackensack ‘
Burlington County - . . - S 0-$100=55 ) v ‘
Eastern National Bank - $ 50 : $300 $100-$299=54* $22 $4 No Free 65 yrs. + |
. o ) S  0-5100=$54 i : : . :
Q. Cinnaminson : : . : $100-$299=83
<" (in pamphlet)
X . - .
Farmers & Mechanics $200 $200 _ $ 2/month $15 $15 - © No . - Yes, no monthly
Savings and Loan i ) : v : . if over 55 yrs.
Burlington
|'Mount Holly State Bank S 25 : None : None S $ib - 83 ! "No: ' Loy Nogbﬁh
Mount liolly
f Camden County E R B i
Atco quionnl_ﬁank : None $200 » $ 4/month 515 $15 No Free 62 yrs{ +
Ntco
* ‘Discrepancy betwcen phone call and pamphlet noted
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Date: February, 1986 _ ‘
MINIMUM , MINIMUM : FEES PER , L CASH GOVST CSPECIAL -
DEPOSIT BALANCE TO - MONTH/ = BOUNCFED' RETURNED CHECKS. ¥ /0 ACCOPHNTS 1OP
NAME OF INSTITUTION TO OPEN " AVOID FEES CHECK CHECK : FEE CIIECK . FL) ACCOUNT SENTORS. -
Camden County Cont'd . ' ' CoT el i ‘ o . : ' S
City. Federal Sav1ngs ~ None’ ‘None $g2/manh' $15 $5 . No Froc 62 yrs. -+
and Loan : o . $<25/check ‘ . RIS
Camdcn ' L
kFidL]ity Bahk and Trust 'NQnCv $500 =$:j/month $25- $4 Yes _vFrCo beYrs;V+
of ‘New. Jersoy o Lo - |$.15/check - . ' R R
. $.10/dep.tick
 Penns aukcn 15270/item on
: . . depasi
Cape May Covunty . S : v
Cape May’ Lounty Sav1nqs :$200 $200 - $'3/mdnth‘ $'9 “None - - No . : " 'Néne
and Loan ' : . R . : A :
Vlllas
Cumberland County R i o _ vm—.
First Pecople's Bank $ 25 $500 _ lunder $100=$5 §20 $4 No Frce 62 yrs. +
: o ‘ : |$100- .$199=5$4 o A : - h
Vincland ° $200- $299=8$3} -
: $300-$499=52
Millville Savings- and $100 $100 $2.50/month $10 - Nonc "~ No . Yes:
Loan { - ' : . ) Lo ;v
Millville i v," / »,-! , .
Issex C ! i
_SL‘.—(f(l“l__nt_)_ . ) $. 20/Ch0Ck ) . : .
Pcople's Bank - §100 $500 $:0-$ 99=$5 $15- $2 No Free 62 yrs. +

Belleville

$100-$300::54
$300-$400=$3

- _e PO
$400 7%8? $2
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Check Fee Policies of New Jersey Banks
New Jersey Public.
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Page 4 _of 312

Date: February, 1986
MINIMUM MINIMUM FEES PER AT . CASII GOV'T SPECTAL
. DEPOSIT BALANCE. TO MONTIH/ BOUNCED RETURNED CHECKS v1/0 ACCOUNTS FOR
NAME OF INSTITUTION TO . OPEN AVOID FEES CHECK CHECK FEE CHFECK I'FE ACCOUNT SENTORS
Esscx County Cont'd o '
West Orahge Savings and $250* $750 $ S/month $12 $12 No NoO
Loan Association . )
West Orange *NOW-Intcrest
: o Overs10a0 =
Crestmont Federal Savings $ 50 . $50 None/ $15 $5 No~ Yos
and Loan No Interest:
"Maplewood
Fidélity Union Bank $100 None $ 7/month $20 None - No Free 62 yfs. +
: .$.25/check : ' : - : :
Newark
| Gibralter Savings and $200  None Under $199=$2 $15 $7 No Frcé‘bz'yrs. 4
Loan ) $200 + =31 :
Newark _per month :
$.10/check N,
Gloucester County ‘
Lenape State. Bank $ 25 $3900 Under .$100=$5 $15 $2 No ' Frce 62 yrs. +
$100- 9 = : . , C [
Lenape 5538-3533 =§3 ($17 Chronic " ' o
v Bouncer)
Heritage Bank S50 $500 $ 5/month .$20 $4 No Frce 62 yrs. +
Glassboro




Check Fece Policies of Hew Jerqey Banks

: Paqe E;_ofl
Compiled By: New Jersey Publlc IntOrth Research Group P

'Date: February, 1986
CMINIMUM - MINIMUM - FEES PER: o : = " CASH COV'T. SPECTAL
ST } ) ' ' DEPOSIT BALANCE TO "“IONTH/- ) BOQUNCFED - RETURNED - CHECKS v/0 NCCOUNTSFOP -
NAME OF INSTITUTION TO OPEN": AVOID  FEES - CHECK . CHECK FEE CHECK PP ACCOUNT SENTORS ‘
Gloucester Lounty Cont d g o Under $100=$9 oL e . . _
First Pcople's Bank of $ 25 -$500 $100-$200 =$4 $20 $4. " No Free 62 yrs. -+
New Jersey ) : : $200-$300 =$3 . . ; . I
$300-$400 =$2°
Pitman $400-$500 =$1
Hudsbn'COUhtz } : : : v :
| udson “United Bank $ 60 $1000 Under $200=$7 $15 $15 Yes Yos
‘ : . $200-$499 =$5 - ’
bok .
lioboken $500-$999 =$3
Commercial Trust Co. of $500 $500 $200-$300=54 $20 s5 ‘No Free 59 yrs. +
|. New Jcrsey : b C $300-5400=$3 . . ) : : . .
E} Jersey City , $400‘§SQO=$2
x| |$.30/check
.The Guttonberg‘Savinqs $.15 $500 S S/honth _fN/A $2 No Free 62fYrs A+
and ‘Loan RN . -
Guttenberg
- : ' - Under $100=$4 Tl
National Community Bank - S 25 $600 $100-$400 =$3 $18 None ‘No Free 62 yrs. +
) . $400-$600 =$2 , ! " : S
Sccaucus Ck-Way Acct. ’
$1.25/mo no
_ 20¢/ch.  min.
Iunterdon County
Flemington National Bank $500 $500 “$ 5/month $15 None No Free 62 yrs. +.
. and Trust - o )
~ | Flemington




~ Date: February, 1986
MINIMUM MINIMUM FEES PER CASHI GOV'T SPECIAL :
o R DEPOSIT BALANCE TO MONTH/ - “BOUNCED RETURNED . CHECKS /0 ACCOUNTS FOp-
NAME OF: INSTITUTION TO. OPEN .. AVOTID FEES - CHECK .- CHECK FEE CHECK FEFE ACCOUNT SENTORS '
Hunterdon County Cont'd ' ' , ] s o ‘ L :
Centennial Sav1ngs and $ 50.. $ 52 $ 3/month" $25 T.83 No- lFree 65 yrso % |°
Loan : . : SR o
'Lambuptviilc'
Mcrccr- County L ) } e ‘ _ B E
{ United Savings and. Loan $°50 1 $500 Under $250=$5 520 $5 No - Yos
. h . . 50~-$5 = . )
Lawrenceville v$2qQ}$JOO $ﬁ
‘Princeton- Bank . $ 50 - $600 $»5/mouth $20 L 85 No Frce 62 yfs.»+‘
Princeton
‘Franklin State Bank $ 50 $500 8 3/month $22 - - $5 No Frce 65 yrs. + |
R BRI 2$.20/¢heck S T o P
vTrohton _ $3(1§vpampﬁlety
.Yardville National Bank ~None - None $.2/mohth $20 $4 - No "Yos, 
‘ ) . $.10/check ' S ‘
Trenton $.15/Dep.Tic.} : B e C >y
5.10/Dep.Ttem /e gu‘; Ay f_/i
Middlesex -
llnqt Bank of Colonld S 25 None $.50/month Lo : ) : ’ » :
$15 $3 No: Free 62 yrs. +:;

Check Fee Policies of New Jersvy Banks :
New Jersey.Public Intcrest Research Group

Compiled By:

Page

6 of 12
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- Date: February, 1986 v ’ : ‘
MINIMUM MINIMUM FEES ‘PER o ‘ el CUCASH GOVUT - SPRCTAL S
c S . : . DEPOSIT.. BALANCE TO' MONTH/  BOUNCED "~ '+ * RETURNED CHECKS W/0 - ACCOUNTS - I'OP
NAME OF INSTITUTION - TO OPEN AVOID. FEES " CHECK CHECK PPEE. .. " CHECK .FEF ACCOUNT . fﬂENJURS
Middlesex County Cont'd sl : e ‘ : v _ 1 on S e
'Axia»cheral’Savings_I $100° None " /None $15 f o :'Nong S L No - Frac 55 yrs. f_
. Mctuchen -
”New‘BruﬁsQick Savings . . ) $.50 L $50 S S]month' $15 o L85 ”,7,‘NQ ) :: None
‘Bank - o o i : ‘ - R LT e T .
New-Drpnswickjl 5
Midlantic National Bank $500 7$500° |under s209=84 - s220 cesa | No Free 62 yrs. +
SR L . T : : 15§300-8499 =$89. - . N : : S IR -
Cranbury* T$1.50/month : S
$.25/check.” |- R
T . . R no min,| ———
Monmhﬁth County 7 v , S : . ‘ : -
'Natlonql State: Bank ‘ »>{$‘50 81000 7$:5/month $20 "‘” 1 ,’ <$4'v s ."‘NQ NN
Bclmur ‘ ’ : R O : _ ] "
3
Malnstay Fedcral Sav1nqs - $100 $100 $ S/month' $10 . None 7 . o Nb "Noné ;-
and Loan - : ‘ i o : . :
Red Bank .
co , ; ! " SRR
Shadow Lawn Savings " $500 $500 lunder $200=%7 $20 $7.50 No CYes
N L $200-$300 =$5
Long Branch $300-$400 =$3

Check Fee Pollv'os of New: Jerqey Bank,
Complled By:

New Jersey Publlc Intorost Rcsearch Croup

“Paqe

'7'})ﬂlg_'

*Phono and Pamphlet lnformatlon n (unfllct

ﬂlnformaLlon not available

Used iO/BSipamphlef



Choecrk bee Policies ot Nﬁw chnﬁy Bank:s . )
Comptled By: New Jersey Public Interest Research Group
bDate: . February, 1986 ‘ '

Page - 8 of 1.2

MINIMUM SPECIAL

- MINIMUM FELS PER TR ) L CASI GOV T
) : o DEPOSIT " BALANCE' TO MON'TH/ BOUNCED RETURMED ) ClCKS W /0 ACCOUNTS 10
"NAME OF INSTITUTION TO OPLEN AVOID FEES CHECK "CHECK FEE CHECK LR ACCOUNT SENTORS
(:;nnnouth County Cont'd _ ., - ’ ‘ ) 7 _ L
| 'Manasquan Savings and: v ‘$100 - $100 $ 4/month “$12 Nonc No No
Loan Association o ) i :
Manasquan
Morris County _ o .
The Morris County Savingg $:50 $1000 Under $200=$5 $15 Nonc No I'rece 60 yrs. +
Bank. U a $201-5499 =$3 : : .
A . ~ -4 =
| ‘Morristown $500-5999 .$1
Chathan Township Bank $200 None $ 2/wonth $15 $3 No YQS‘ »
‘Morris ' -
~Kinnelon Banking Center Nonc -$600 Jnder $200=$5 $20 $3 NO Frcc'GZ‘Yrs;:é
~of -Broadway Bank and - : . 5201-5499 =$4} . : - sl al
Trust $401-$599 =$3
Kinnelon $.15/check )
Ocean Coﬁntx ) E B R ?
“First. National Bank of $ 75 None | $.50/month $15 $1 No Yes ;
: . & 0/~ ) . . .
‘ ?oms River 62 credit calc. $.15/check R
~Toms: River on month.bal. . , ot . [0
Jersey Shore Savings and $:50 $500 | $7.50/month- $15 -85, No Free 52 yrs; 4
Loan ) ‘ : - ' N
Lakewood -




Cheek Fee Policies ot Nwadérsey'Bunks\ :
‘New Jcrsey Public Interest Research Group

Compiled By:

.Date: -February, - 1986

2

s

MINIMUM ~ MINIMUM FEES : - o CASH GOV'T 4 ,
Lol s DEPOSIT . BALANCE TO MONTH/ BOUNCED. RETURNED CHECKS /0 - ACCOUNTS FOR-
.NAME - OF "INSTITUTION - " TO. OPEN " AVOID. FEES CHECK - ~...CHECK FEE ;. CHECK. I'EE - ACCOUNT -~ . SENIORS. {
Ocean County Cont'd e B | ' C . “"> ' )
Bay State Bank $ 50 " None - '$ 2/month $15 None No - Yes -
. o = - E . $.10/Cl)(?Ck R . c . .
Beach: Haven $.50/crodit
Passalc County . o o : PR ;_.(
| clifton savings and Loan $ 50 $500 "$ 3/month %12 $3 " No' Yes
1Tclifton’ : g ' EREREEE e E ‘ -
quap6 Bank $500 $500 2% 5/month. |  .$18;‘ .85 . No ‘ Nongf
.w;ryheb ‘
Lakcland State Bank $ 50 $600 - '$ 2/month $15 " None- No CoYes o
o o O : $.20/check ‘ SRR
1 Wanaque ‘ o :
liorizon Bank $ 50 $600 Under $400=59" $17 - $4 No Free 62 yrs. + |
ratot o o $400-5500 =32 , S DS ORI S Y
Paterson $500-$600 =$73 : g -+
"salem Coﬁnty ) ) .- }
First Fidelity. Natlonal $100 - $500 . $ 6/month $20. $4 “No Free 62 -yrs. +
Bank . o s S _ » )
Salem

FEES -PER

‘Page

‘)

of 12

' SPECIAL .-

 *Credit per’ $100 Collected Balance




Check Fee POllCleS of
Compiled By:

New Jersey Bank, :
New Jersey Public lntorcat Research Group

‘Paqé:'lﬂoflz :

Date: . February, 1986
- MINIMUM ~ "MINIMUM FEES PER - oo : S CASH GOV'T . - SPECTIAL
o 4 o DEPOSIT BALANCE TO. MONTH/ ROUNCED - RETURNED CHECKS /0 ACCOUNTS PO
NAME .OF INSTITUTION TO OPEN " 'AVOID TEES CHECK CHECK:- FFE CHECK 1'ER ACCOUNT ‘SENTORS -
Salem County Cont'd S e ‘
Penns Grove National Bank $100, $100 $ 2/month $15.. .0 None:' . .| . No- . | . Yes
and Trust Company o i . $.50/check ) ) s : S
Penns Grove ' \
Somcrset County' 1 v L : v - . ‘
| Somerset Trust Compahny None v $500 '$ 5/month | -~ 815 - b $3 - No .} yes
Somerville . ‘ ' . ' o ) R
Sussex County ‘ ‘ S v _ v . ,
National nank"of‘Sussexj $100 $600 $7.50/month |+ - $20° . . 83 . ‘ “Yes 1 'Yeg
County . ) : . . L
] sussex - - ) : . . . S | : : o : - B o i
Lincoln Federal Savings None $500 Undexr $100=$5 .- . ~$15 .~ - S$3 Y No T CONUA,
and Loan: $100-5499 =$3|° o i B C ' '
Hainburg 5.25% Int.
' o for $S100+
: : o © JUnder. $299= o : R R S
Ncwton Trust Company N.A. 1.$500 $5.50 - : $16 None Yos Free. 55 yrs. +: |
. ' ’ ' $300-$500= : — ’ R /
Newton 2.Nonec $4.50 = I o e .
) “I$1,25 .
. E 20 “/)lhnr*
Union County ' ) ) ; : ) e )
National.State Bank $ 50 1 - s1000 $ 5/month $20 R ST | S No: - Nome.
N\ Elizaboeth ' ’ : R o . . P .




_vCh(ck Fee POllClCS of New Jersey Bank‘
New. Jersey Public Interest Research Group

x '7;(?

Compiled By: -

Péﬁe ll;”f jz :ﬁ

Date:" February, 1986
‘ MINTHOM, MINIMUM v 'FEES PER S _ " CASHl GOV - SPECTAL
S o s DEPOSIT _BALANCE. TO MONTH/- " “BOUNCFD - “RETURNED 2. CHEGKS W/0 ACCOUNTS FOR
NAME OF - INSTITUTION TO OPEN .. “AVOID FEES, CHECK | CHECK FEE - CHECK I'EE " ACCOUNT SENTQRS
Union' County Cont'd '>'  ' ' - S o Lo SRR ‘ o
Statewide’ SaV1ngs And None - $500 $ 5/month $15 “$15 | No |Free 62 yrs. +0
Loan : ‘ - - and ' no in- . o . 1 - e . :
_ ahway terest -~ -
Carteret Savings and | $100 1$500 . $ 5/month %20 $5 No . Yes.
Toan Association ' ’ ; ‘ o S v
| niliside -
Tho Union Center Nat10na1 1825 $500 Under $205=$31t R o o o
Bank . . o $300-$499 =52 s10. ~ "Nonc | v No . . N.AL
Union ‘ . S )
Borkeley Federal Sav1nqq $ 50 None ‘None- $15 Nono e “No’ “Yes
and Loan : . : - : :
1‘Gq1wood
First Atlantic = ‘ :t $200 v$200 . $ .5/month $12 $5 No Frcé:GO yrs. + |
Plainficld |
Warren County (‘, R , ' ' S ,
'First Fidelity Bank V $100 $500 S 6/month- $20 © %4 C “ Z:No Frce 65.yrs._+’ .
Hackcettstown - ' : o LT - C : R '




. Check Fee Policies of New Jersey Banks ' ' ' B > - - . “Page 12 of 12
Compiled By: - New Jersey Public Interest Research Group ’ : : —
Date: ' February, 1986 : .

MINIMUM =~ MINIMUM FEES PER - o . ' CASH GOV'T  ~  SPECTAL

. SR - DEPOSIT BALANCE TO ~  MONTH/ ~  BOUNCED RETURNED  CHFCKS W/0 - ACCOUNTS FOR
NAME OF INSTITUTION ' TO OPEN AVOID FEES CHECK - ~_CHECK FEE CHUECK FERE___ ACCOUNT . SENTORS

Warren County Cont'd

Phillipsburg National . $1o0 $500 % 5/month ‘ $17 o $1. Yes .| Frce 62 yrs. +
Bank and Trust Lompany : . - : . . 1 ’ .

Phllllpsburq

* ?’ﬁ"f;ﬁa_’?&"ﬂ;‘éﬂ 7
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