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INTRODUCED JANUARY 21, 1985
By Sanstor ORECHIO
Referred to ('ommittee on Labor, Industry md Professions

Ax Act concerning oversight and examination of certain banks by
the Commissioner of Banking, requiring approval by the com-
missioner of certain changes in the control of banks and supple-
menting P. L. 1948, ¢. 67 (C. 17:9A-1 et seq.).

Bz 1T exacren by the Senate and General Assembly of the State
of New Jzrsey:

1. As used in this act:

(a) “Bank’’ shal! have the saipe definition. as provided in sec-
tion 1 of P. L. 1848, «. 67 (C. 17:9A-1) ahe it that bank shail also
include any person who controls = beak vlum used in section
4 of this zet; .

(b) *"Bank boldmg company’’ means & wmpmy which controls
a banking matatutmn,

(c) “‘Bankivg institution’” means a benk or & national banking
association having its principal office in this State;

(d) “*Commissioner’’ means the Commissioner of Banking of
New Jersey;

(e) “Company’ means any corporation, purtaenhip, business
trust, asscciation, or similar organization, or any other trust, un-
less by its terms it must ierminate within %:yun or not later
than 21 years and 10 months after the death of individuals living
on the effective date of the truxt, but shall not inciude any corpora-
tion the majority of the shares of whick are owned by the United
States or by any state; |
(1) (1) “Control’” of a bank or banking Mﬁuﬁcm MeRDS ¢

(i) ownership, control, or mﬁomﬁ.ﬁ% or more of the




aeaesaﬂéazasaaaa:aa:ag:s%

e

] Lo
o .

outstanding shares of any riass of voting socurmes of the bank
or banking institution, dnredh ox mdxrectly, or acting through
ane or more -

(ii) control in nn; manner over tLe eloction of a majority
of the directors, trustecs, general partuers, or individuals
exercising similar functions of the bank or banking institu-
tion; or '

(iii) the power to exercise, directly or indirectly, a control-
ling influence over the management or policies of the bank or
banking institution, as determined by the commissioner after
notice and opportonily for heuring; '

(2) A person wkich is a bank, as defined in section 1 of P. L.
1957, ¢. 70 (C. 17:9A-344), shall not be deemed to control voting
securities or assets of a bank acquired (1) in good faith in a
fiduciary :apacity, except where those voting securities are held
in a trust that constitutes a company or (ii) in the regular course
of securing or collecting a debt previously cont;racted in good faith
which securitics are disposed of within a period?of two years after
the date on which they were acquired or after the ennctment of
this act, whichever is later;

(3) A persop is deemed to control voting securities or assets
owned, controlled, or beld directly or indireetiy

(i) by any subsidiary of the person; or'

(ii) in a fiduciary capacity, insloding hy pgnanon and profit-
sharing trusts, for the benefit of the sbareholdern, members,
employees, or individuals serving in sumlg,t capacities, of the
persoa or of any of its subsidiaries; or |

(iii) in a fiduciary capacity for the benefit of the person or
any of its subsidiaries; i

(&) “Il‘;wured banking institution’ means a banking institution
the deposits of which are insured in aceordance mth the provisions
of the *Federal Deposit Insurance Act,” 64 Stat. 873 (12 U. 8. C.
1511 et seq.) ; .

(h) “*Outstanding shares’’ mesns any voting;secnnhes, but does
not include securities owned by the Umud Sta
wholly owned by the United States; |

(i) “Suobsidiary’’ menns a person that js controlled by another
person; :

(§) *“United States’ means the United | ‘Bfil"_
of the Uniled States, the District of Colum)
Unltad sum Puerto Rico, Gmlm,
Vitgm Islands; ,

(k) (1) “Voting securities®’ means abares of sommon or pre-

or by a company

“iy

 and includes any
- territory of the
oa, and the
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ferred stock, weneral or tinwied p# ‘lv‘vrﬂh\p sharee of interests or

similar interests if the shsros of mtors*sts. by statute, charter, or
in any manner, eotitl- ol polder: .'
(i) to vote for of L) ieleet diriy turs, frustees, partners, or
persons exvroising Yimilar funcli;sv fur ihe issuing company;

or 4 :
(ii) o réte on or fe dirset the ponduct of the operations or

other sigl'liﬁc:anl polieﬁ‘eg of the szpiing pergon;
(2) Prefer;ed shares, lianted paringeship shares or interests, or

similar interests are not “voting secufities™ iz~
(i) any voting rights sssocimted with iie ghares or interests,
including the right to select or yote for the ‘selection of di-
rectors, iruslees, nr parthers of peri;ons exércising similar
fuactions, (a.a.) ure limited solely to the type customarily pro-
vided bylsltatute with regard to mditecs that wouid significantly
and adversely affzet the rights qr preference of the security
or other interest, such as the isspance of additional amounts
or classes of senior securities, the modifieation of the terms
of the security or interest, the dissolution of the issuing per-

son, or the payment of dividendsg by the issuing person when
preferred dividends are in arreags, or, (b.b.) entitle the bolder
thereof (o vote for the election of flirectors, truntees or partners
or persons exercising similor fuhetions only as the result of
the failure to .. u dividend gr io falfl) én obligation or
satisfy & condition specified by| the te:ms of such share or
interests ; and ,

(ii) the shares or interests represent an ge{ientially passive
investment or financing device and do ot otherwise provide
the holder with control over the issning person.

2. (1) A bark boiding company I, apon: the request of the
commisgioner, provide to the commissioner a cgpy of the bank
holding company s filings with the hank regulatory aunthorities of
the United Spates and the Securities and Exchange Commission

(b) A person, other than a hank hplding company, a state of the
United Sfates, the United States or a corporation the majority of
the sbares of whic are owned by [the United States or by any
state, which controls a bank shall apnually provide the following
information to the eominizsioner on pr before April 30:

(i) The identity, personal history, busivess background and
expenenco of the person, includ ng materiﬂ bnsmm activities
and affiliations during the past fiv a descmphop of
any msterisl, pending legal or proceedings in’
whigh the person is a party
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1 years, together with related
and npplicatlon of funds for

for each of ﬁve preceding
statements of income and sour,
each of those fiscal years, prdpared in accordance with gen-
erally accepted accounting prineiples consib?tently applied; and

(iii) Any additional relevan informatio‘;i in that form which

the commissioner may require by regulation or by specific .

request. ‘ ' ) i

(c) The' commissioner may by fegulation or on an individual S
basis exempt persons from the reporting reqmrements of this

section,

3. (a) The commissioner shall have the ﬁgbt to examine any

company which controls a bank, t cost of whlch examination shall
be assessed against and paid by
set by regulation of the commissigner.

(b) Mcxamunntnon authorized/by tlns seetion shall be conducted

jointly, eoicurrentlv or in lien of xnmmahons made by a federal

he company in an amount to be

or other state bank regulatory agepey. The WIISBIOIIGY shall use,
to the extent he deems feasible, filings and rgports made by the
company to federal or other state bank regnlatory anthorities.

(¢) A-copy of any examinatign report prepared by the New
Jersey Department of Banking may -be mﬂ'ﬁ to any federal or
other state bank regulatory authority pursua
ment promdmg for the exchangeo repofts
the department and the federal

.to a written agree-

concert with one or more othef__ﬁ

any bank through a purchase, as
: ' nk unless the com-
 notice of the pro-
disapproving the

fod for disapproval
ier determines that
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i)
probable failiare of the bank involved in the proposed acquisition,
he may waive the approval process requirements of this section.

(¢) Within three duays after the date of the commissioner’s deci-
sion to disapprove any proposed acquisition, the commissioner shall
notify the acquiring party in writing of the disapproval. The notice
shall provide a statement of the basis for the disapproval.

(d) Within 10 days of receipt of a notice of disapproval, the ac-
quiring party may ask the commissioner in writing to hold a hear-
ing on the pronosed acquisition. The bearing shall be held in ac-
cordance with the provisions of the “Admnmstratxve Procedure
Aect,”’ P. L. 1948, c. 410 (C. 52:14B-1 et seq.) and any rules adopted
therennder.

(e) The commissioner’s disapproval of & proposed acquisition
following a hearing shall be subject to review by the Appellate
Division of the Superior Court.

(f) Except as otherwise provided by regulation, a notice of pro-
posed acquisifion filed pursuant to this section shall contain the
following information:

(i) The identity, personal history, business: background and
experience of each person by whom or on whose bebalf the
acquisition is to be made, including material business activities
and affiliations during the past five years, and a deseription of
any material, pending legal or administntiv; ‘proceedings in
which the person is a party and any crumnol indictment or
conviction of the person issued by a state or foderal court;

(ii) A statement of the assets and lhbilitieﬁ;of each person
by whom or on whose behalf the acquisition ig:to be made, as
of the end of the fiscal year for each of the five fiscal years
immediately preceding the date of the motics, together with
related statements of income and sonree and -application of
funds for each of those fiseal years, all preparéd in aceordance
with generally accepted accounting principles consistently ap-
plied, and an interim statement of the assets and liabilities for
each such person, together with related statements of income

. and source and application of funds, as of #-date not more

than 90 days prior to the date of the filing of the notice;

(iii) The terms and conditions of the propoked acquisition
and the manner in which the acquisition is to be made;

(iv) The identity, source and amount of the funds or other
consideration used or to be used in making the sequisition, and
if any of these funds or otber consideration been or is to
be borrowed or otherwise obtained for ye of making
the acquisltion, a description of the {he names of
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61 the parties, and any ar?7angements, agréements. or under-
62 stand@gs between or amoung the parties;
i 63 - (v) Any plans or proposals which provxde that any ac-
] 64 quiring party may liquidate the bank, sell its assets, merge it
! 65 with any person, or make any other major ‘changes in its busi-
66 ness or corporate structure or management;
67 (vi) The identification of any person employed, retained, or
68 to be compensated by the acquiring party, or by any person on
; 69 his bebalf, to make sclicitations or recommendations to stock-
: 70 holders for the purpose of assisting in the acquisition, and a
71 brief description of the terms of that employment, retainer,
72 or arrangement for compensation;
73 (vii) Copies of all invitations, tenders? or advertisements
74 making a tender offer to stockholders for purchase of their
) 75 stock to be used in connection with the proposed acquisition;
v 76 and
B (s ( vu;) Any additional relevant information in such form as
- 78 the cgmmissioner may require by regulation or by specific re-
guest in connection with any particular notice.

e T

{(g) The commissioner may disapprove any proposed acquisi-
tion if : .
(i) The financial condition of any acquiring person is such

as might jeopardize the financial stability of the bank or preju-
dice the interesis of the depositors of the bank;

(ii) The competcnce, experience, or integrity of any acquir- oy
ing person or of any of the proposed management personnel
indicates that it would not be in the interest of the depositors &
of the bank, or in the interest of the public to permit such
person to control the bank; or :

(iii) Any acquiring persom neglects, fails, or refuses to
furnish all the information required by the commissioner.

(1) In lien of the notice provided for in subsection (f) of this
section, whenever any insured banking mstltnﬁon makes a loan or
loans, see@red, or to be secured, by 25% or more of the outstanding
voting securities of the bank, the president or other chief executive
officer of the lending insured banking institution shall promptly
report such fact to the commissioner upon obtgining knowledge of
the loan or loans, except that no report nud be made in those
eases where the borrower has been the m of record of the
100 voting securities for s period of at lsast one year or where the
101 voting seeurities are that of a newly organised bank prior to its
102 opening. ‘
103 (i) The reports required by subneeﬁon (h
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this section shall




104 contain as much of th: W m&i aunbsection (f)
103 of this sectioﬁ and fezer: *wer relev am— \af'scmhou. a8 the com-
106 missioner may requir=, e Gmlatnoy we b,. speczﬁe request, in con-

‘|A ‘; tion \.‘.e" L—: .

107 neetion with any particular report.

108 (j) Within 12 mionths sfter a change of eontrol. a bank shall
109 report promptly to the commissioner any ehangee or replacement
110 of its chief executiv:_.. i«
111 report a stalewnent «; .

i3% deeedor, including in the
Yt vnd 'ur-i-nt bnsinsss and profes-
112 sional afiliations of iy new "mef exeliltive officer or directors.
113 (k) This section shall noi apply te ihe foliowing transactions:
114 (i) Any transaction subject to subsection (c) of section 18
115 of the “Federal Deposit Insuranee Aet,” 64 Stat. 891 (12
116 U.8.C. 1828 (¢)): ‘ :
17 (ii) The acquisition of additional shares of a elass of voting
118 securities of a bank or person by any person who has lawfully
119 acquired and maintained control of 25% or ‘more of that class
120 of voting securities after filing the potice required under this
121 section;

122 (iii) The acquisition of voting securities. in good faith in
123 a fiduciary capacity, except that in mrcunm@gnces deseribed in
124 subparagraph (ii) of paragraph (2) of shbeéction {f) of sec-
125 . tion 1 of this act, the person in econtrol of siﬂl‘voting seeurities
126 shall within G ::- of sueh noqwiaitinn provide the conunis-
121 sioner with a aotlice containing the il;fbtﬁ?};!iOll specified in
128 subseetion (f) of this section and dispose of{z;imeh voting securi-
129 ties if ﬂw conumissioner objects to such eoﬁ&ol or in situations
130 where: the fiduciary has sole discretionary votmg authority, the
131 fidueiary shall within G0 days of obtammg meln voting authority
132 provide the commissioner with a notice contammg the informa-

133 tion specified in subsection (f) and d.;lpou;ﬁlof such sole voting
134  power if the commissioner objects to such voting suthority;
135 (iv) The acquisition of voting securities;, which wonld other-
136 wise require a motice under this section, in satisfaction of a
137 debt previously contracted in good faith if the commissioner
138 is notified within 60 calendar days after such acquisition and
139 the aequiring party provides any relovant information re-
140 quested by the commissioner; S

141 (v) The acquisition of voting securities ﬂlmh inberitance
142 or a bona fide gift if the commuwner notxﬂed nthn 60
143 calendar days after such aeqainﬁul d
144 pmﬂee any relevant mfornution
145 m,
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146 | (vii‘The acquisition of the power to vote voting securities
147 throu‘fh receipt of a revocable proxy in connection with a
148 proxy solicitation for the purposes of conducting business at
149 a regular or special mecting of a bank or ﬁerson in control of

150 a bank, if the proxy terminates within a re;isonable time after

151 the meeting;
; 152 _ (vii) The receipt of voting securities through a stock din- ,,
a 153 dend or stock split if the proportional interest of the recipient

154 ina b‘ank or persnn in control of a bank remain substantially
155 the samc; ‘

156 (viii) The acquisition of voting securities acquired in con-
167 nection with the underwriting of securities if such securities

158 are beld only for a period of time as will permit the sale
159 thereof on a reasonable basis;

160 (ix) Acquisition by any corporation the majority of the
161 shares of which are owned by the United States;
:- 162 (x)" Transactions entered into prior to the effective date of
163 this net:
¢ 164 . (xi) Any transaction for which the approval of the com-
' 165 missioner is required prior to consommation other than pur-
{ 166 snant to this section;
167 (xii) Trapsactions which the commissioner shall determine
, 168 to be exempt from the application of this section; or
169 (xiii) Acquisition by any company which immediately prior

170 to that ncquisition could e examined by the commissioner pur-
171 suant to section 3 of this aet, but in such ease the commissioner
172 shall be notified within 30 calendar days after that acquisition.

1 5. The following fees shall he paid to the commissioner for the
2 use of the State. The fees shall be in the: minimum amount in-
3 dieated or in such amount as provided by rcgnlltion of the com-
4 missioner, which amount shall not exceed the maximum amonnt
5 provided below:

' . 'Minimum Maximum
6  (a) Filings pursuant to subsection (a) of
7 section 2, peritfemfiled . . ... .. $5000 ¢ 10000
8 (b) Filings pursuant to snbsection (b) of
9 section 2, peritemfiled .. .. ... . . . $ 5000 ¢ 10000
10  (c) Notice pursuant to snbsection () of
11 section 4 o $625.00  $2,500.00

12 (d) Request for hearing pursuant to sub- i _
13 seetion {d) of section 4 . ko500 $2,500.00
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Minimum  Maximom
(e) Report required by subsection (h) of

section 4 . . % 5000 $ 100.00
(£) Report reqmred by suhsection (l) of |

sectiond .. . . .. $ 5000 ¢ 10000
(g) Report required hy subsection (J) of :_'

section 4 . C $5000 $ 100,00
(b) Notice lequlrul by paragraph (m) of

subsection (k) of section 4 $ 50.00 $ 100.00
(i) Notice required by paragraph (lv) of o

subsecfion (k) of section 4 $ 5000 ¢ 100.00
(i) Notice required by paragraph (v) of

subsection (k) of section 4 $5000 $ 100.00

6. The provisions of this act shall not be deemed to remove, im-
pair, supersede or repeal any authority of the commissioner to
approve or review any transaction under ‘‘The Banking Act of
1948," P. L. 1948, c. 67 (C. 17:0A-1 et seq.).

7. The eommissioner shall promulgate the rules and regulations
necessary fo carry out the purposes of this act.

8. Upon a ﬁndmg by the commissioner, after notice and an op-
portunity to be heard, of a violation hy any person of any of the
provisions of this act, or any regulation or ordelf of the commis-
sioner issued pursuant thercto, the commissioner may order the
person to cease any violations or to pay a civil penalty not in
excess of $1,000.00 per day for euch day that the viclation has
continued, or botl, the penalty being recoverable in a summary
proceeding nnder the * penalty enforcement law,’’ N. J. 8. 2A:58-1
et seq.

9. If any section or portion of a scetion of this act shall be
invalid for any reason, the invalidity shall not affect the validity
of the remaining sections or portions of sections,

16. This act shall be known and may be cited as the ‘“New
Jersey Banking Oversight and Change of Control Act.”

11. This act shall take effect on the 60th day after enactment
into law of Senate Bill No. 1466 of 1986.

i

STATEMENT

The Douglas Amendment to the federal “Bank Holding Company
Act of 1956," 70 Stat. 143 (12 U. 8. C. § 1841 et seq.). grants to the
states the right fo determine the structure of bnhng within their
own borders. In effect, the amendment preventi btnk holding com-
panies from acquiring a hank outside o! thoir‘hm state unlm
the law of the foreign state explicitly pes
holding company to acquire banks in ﬂht
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It is within the authority of the Legislature to take action to
permit out-of-siate acquisition of in-state banks. At present, the
regulatory authority of the State extends only to banks themselves,
and not to bank holding companies that control banks. As New
Jersey moves toward consideration of some form of *‘interstate”
banking, consideration.should be given to monitoring the activities
of the individuals and companies that control New Jersey banks.

This bill, cnacting the New Jersey Banking Oversight and Change
of Control Act, addresses two imporiant public concerns which
Lave not been the subiject of logislation in this State. Those con-
cerns are the lack of proper reporting and examinatiou authority
over individnals and companies owning banks located in New Jersey,
and the lack of effective oversight of acquisitions resulting in a
change of control of State-chartered banks. This bill addresses
these legitimate State concerus while recognizing the federal role
and avoiding unnecessary duplication of regulation.

Section ! of the bill requires all companies that control banks
located in New Jersey (whether such banks.are State-chartered
or fcdem!l,v—charlervd) to file copies of existing reports with the
Commissjoner of Banking upon request and for informational pur-

poses only. A parallel requirement is imposed apon individuals

who contro! such bunks. Scetion 3 also provides the Commissioner
of Banking with examination authority over all companies which
contro] State-chartered hanks, but not over companies that do not
control any State-chartered hanks,

Section 4. concerning change in bauk control, provides a me-
chanism whereby tlic Commissioner of Banking exercises approval
authority over transactions that will result in a change of control
of any Siate-chartered bank, whether the acquiring party is an
individual or a bank holding company. An exception is provided
where the acquiring party is a bank holding company which already
owns u State-chartered bank, which snbjects both to the examina-
tion anthority of the commissioner.

Section 5 of the bill provides a fee schedunle for the filings,
reporis and notices required under the act. Sections 6 through 11
are general provisions providing for the enforcement and im-
plementaiion of the act.

This bill is necessary for protection of the @fety and soundness
of our banking indunstry in an era of incrp@ud acquisitions by
individusls and companies from New Jersey@pd from other states.
The provisions of this bill are rensonnble:nndﬁill not impose undue
burdens or costs npon the industry, while providing an effective
measure of protection for the public.
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Oversight of bank holding compeniss. '
Provides the Commissioner of Banking with authority for over-
sight and exatuination of certain banks.
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Minimum Maximum

(e) Report required by subsection (h) of
seetion 4 . ... ... $ 50.00 $ 100.00

(f) Report required by subsection (i) of
seetion 4 . ... ... . . ... .. ... .. $ 50.00 $ 100.00

(g) Report required by subsection (j) of
section 4 . ... ... . $ 50.00 $ 100.00

(h) Notice required by paragraph (iii) of
subsection (k) of section4 . .. . $ 50.00 $ 100.00

(i) Notice required by paragraph (iv) of
subsection (k) of seetion4 .. .. .. . .. . . . .. $ 50.00 $ 100.00

(j) Notice required by paragraph (v) of
subsection (k) of section4 .. ... ... . . . . $ 50.00 $ 100.00

6. The provisions of this act shall not be deemed to remove, im-
pair, supersede or repeal any authority of the commissioner to
approve or review any transaction under ‘‘The Banking Aect of
1948, P. L. 1948, c. 67 (C. 17:9A-1 et seq.).

7. The commissioner shall promulgate the rules and regulations
necessary to carry out the purposes of this act.

8. Upon a finding by the commissioner, after notice and an op-
portunity to be heard, of a violation by any person of any of the
provisions of this act, or any regulation or order of the commis-
sioner issued pursuant thereto, the commissioner may order the

person to cease any violations or to pay a civil penalty not in
excess of $1,000.00 per day for each day that the violation has
continued, or both, the penalty being recoverable in a summary
proceeding under the ‘‘penalty enforcement law,’”’” N. J. S. 2A:58-1
et seq.

9. If any section or portion of a section of this act shall be
invalid for any reason, the invalidity shall not affect the validity
of the remaining sections or portions of sections.

10. This act shall be known and may be cited as the ‘“‘New
Jersey Banking Oversight and Change of Control Act.”

11. This act shall take effect on the 60th day after enactment
into law of Senate Bill No. 1466 of 1986.

STATEMENT

The Douglas Amendment to the federal “Bank Holding Company
Act of 1956,” 70 Stat. 133 (12 U. S. (. § 1841 et seq.), grants to the
states the right to determine the structure of banking within their
own borders. In effect, the amendment prevents bank holding com-
panies from acquiring a bank outside of their home state unless
the law of the foreign state explicitly permits an out-of-state bank
holding company to acquire banks in that state.

INALZ] (l?f&\
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It is within the authority of the Legislature to take action to
permit out-of-state acquisition of in-state banks. At present, the
regulatory authority of the State extends only to banks themselves,
and not to bank holding companies that control banks. As New
Jersey moves toward consideration of some form of ‘‘interstate’’
banking, consideration should be given to monitoring the activities
of the individuals and companies that control New Jersey banks.

This bill, enacting the New Jersey Banking Oversight and Change
of Control Act, addresses two important public concerns which
have not been the subject of legislation in this State. Those con-
cerns are the lack of proper reporting and examination authority
over individuals and companies owning banks located in New Jersey,
and the lack of effective oversight of acquisitions resulting in a
change of control of State-chartered banks. This bill addresses
those legitimate State concerus while recognizing the federal role
and avoiding unnecessary duplication of regulation.

Section 2 of the bill requires all companies that control banks
located in New Jersey (whether such banks are State-chartered
or federallv-chartered) to file copies of existing reports with the
(C'ommissioner of Banking upon request and for informational pur-
poses only. A parallel requirement is imposed upon individuals
who control such banks. Seection 3 also provides the Commissioner
of Banking with examination authority over all companies which
control State-chartered banks, but not over companies that do not
control any State-chartered banks.

Section 4, concerning change in bank control, provides a me-
chanism whercby the Commissioner of Banking exercises approval
authority over transactions that will result in a change of control
of any State-chartered hank, whether the acquiring party is an
individual or a bank holding company. An exception is provided
where the acquiring party is a bank holding company which already
owns a State-chartered bank, which subjects both to the examina-
tion authority of the commissioner.

Section H of the bill provides a fee schedule for the filings,
reports and notices required under the act. Sections 6 through 11
are general provisions providing for the enforcement and im-
plementation of the act.

This bill is necessary for protection of the safety and soundness
of our banking industry in an era of increased acquisitions by
individuals and companies from New Jersey and from other states.
The provisions of this bill are reasonable and will not impose undue
burdens or costs upon the industry, while providing an effective

‘measure of protection for the public.
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This bill, known as the “New Jersey Banking Oversight and Change
of Control Act,”’ provides the Commissioner of Banking with super-
vision and examination authority over persons and companies owning
banks located in New Jersey and oversight of acquisitions resulting in
a change of control of State-chartered banks.

Section 2 of the bill requires all bank holding companies (whether
these companies are located in New Jersey or out-of-State) that con-
trol a State-chartered or federally-chartered bank or banks, or both,
located in this State to file with the Commissioner of Banking a copy
of their filings made with bank regulatory authorities of the United
States and the Securities and Exchange Commission upon request by
the commissioner and for informational purposes only. A person, other
than a bank holding company or federal or State agency, which con-
trols a State-chartered bank must annually file with the commissioner:
a report containing a personal and business history; any material
regarding pending legal or administrative proceedings; or any criminal
indictments or convictions; and certain financial information.

Section 3 provides the Commissioner of Banking with the authority
to examine all companies which control State-chartered banks, but not
over companies that do not control any State-chartered banks. The
cost of the examination would be paid by the company in an amount
determined by regulation.

Section 4, concerning change in bank control, provides a mechanism
whereby the Commissioner of Banking exercises approval authority
over transactions that will result in a change of control of any State-
chartered bank, whether the acquiring party is a person or a bank
holding company. It provides that no person may acquire control of
a State-chartered bank unless the commissioner has been given 60 days
prior written notice of the proposed acquisition, and has not issued a
notice disapproving the proposed acquisition during that period or
during an additional 30-day period immediately thereafter. The com-

missioner may waive this prior notification requirement in the case of
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the acquisition of a failing bank. The notice of the proposed acquisi-
tion must contain: a personal and business history of the person; any
pertinent legal or administrative proceedings or criminal indictments
or convictions of the person; certain financial information; the terms
and conditions of the acquisition; the identity, source and amount of
funds to be used in making the acquisition; plans or proposals for the
use of the acquisition; and other relevant information. The commis-
sioner may disapprove any proposed acquisition if: (1) the financial
condition of any acquizr:ing' p'erS(;n might jeopér‘dize the financial sta-
bility of the bank or prejudice the interests of the depositors of the
bank; (2) the competence, experience or integrity of any acquiring
person or the proposed management indicates that it would not be in
the interest of the depositors of the bank or the public to pernut such
peréon to control the bank; or {3) any acquiring person neglects, fails
or.refuses to furnish all the information required by the commissioner.
The commissioner’s decision to disapprove any proposed acquisiticn
may be appealed for a hearing by the commissioner and, following the
hearing, for review by the Appellate Division of the Superior Court.
There are various exceptions to the prior notification requirement in
this section, such as when the acquiring party is a bank holding com-
pany which already owns a State-chartered bank, which subjects both
to the examinvationbauthority of the commissioner. |

Section 5 of the bill pfovides a fee schedule for the filings, reports
and notices required under the provisirons of this bill.

Section 7 of the bill provides that a person who violates any pro-
vision of this bill, or any regulation or order of the commissioner
thereunder, may be subject to an order to cease any violation or to pay
a civil penalty of not more than $1,000.00 per day for each day that
the violation has continued, or both. '

jThis bill will not take effect until Senate Bill No. 1466 of 1986 is

signed into law.
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Governor Thomas H. Kean has signed legislation creating a regional
banking district comprising 14 states and the District of Columbia. The
measure will permit the creation of an interstate banking mechanism by
allowing out-of-state bank holding companies to acquire or establish
subsidiaries in New Jersey, while permitting New Jersey banks to similarly
expand into other states.

The bill, S-1467/A-1808, was sponsored by  State Senator
Carmen O. Orechio, D-Essex and 'Assemblyman Louis F. Kosko, R-Bergen.

At the same time. the Governor signed S-1468/A-1809, also sponsored
by Orechio and Kosko, and S-1466/A-1810, sponsored by Kosko and State
Senator Raymond Lesniak, D-Union.

S-1468/A-1809 expands the New Jersey Commissioner of Banking's

oversight over individuals or entities who control Federal or State

chartered commercial banks.

S-1466/A-1810 makes modifications to the current requirement that no

Federal or State chartered commercial bank hold more than 20 percent of

the aggregate average daily deposits of all commercig banks in ;thfé State.
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S-1467/A-1808, the "interstate banking bill," is designed to meet a

United States Supreme Court decision which held that states may enact and
implement multi-state regional banking mechanisms which would allow bank
holding companies to cross state lines to acquire or establish subsidiaries
in other signatory states so long as there is reciprocity between the states.

The bill creates the Central Atlantic Banking Region which includes
New Jersey, Illinois, Indiana, Kentucky, Maryland, Michigan, Missouri,
Ohio, Pennsylvania, Tennessee, West Virginia, Wisconsin and the District of
Columbia.

Currently, reciprocal legislation has been enacted in Ohio and Kentucky.

* * * *

I'd

The Governor also signed A-1919, sponsored by Assemblyman
Rodney P. Frelinghuysen, R-Morris, which provides a supplemental
appropriation of $99,000 to the Department of Health to permit the purchase
of needed quantities of PKU formula, a nutritional supplement used to treat
children with inborn metabolic problems.

The formula is required to treat children born with an inability to
break down a particular amino acid. Build up of the amino acid in the
infant can lead to severe mental retardation.

The funding is required as a supplement to a Federal block grant which
has become inadequate to supply the material because of increased cost and

a need for more of the supplement.
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