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SEN ATE, No. 1466 

STATE OF NEW JERSEY 
IXTRODPCED JA~l!ARY 21, 1986 

By Senator Lt:S~'IAK 

Referred to Committee on I~hor, Industry and Professions 

b ACT eoncerl1illg limitations llpon o\\"1lership of bank stocks, 

amending P. L. 1981, c. 48l, amending and supplementing P. L. 

1957, Co 10, and r('pealing sectiOIlS 4. 5. 1, 8, 9 and 10 of P. L. 
1951. Co 10. 

1 BB IT ElI'ACTED by lite SBftale aftd Geraeral Assembly of the Stale
 

2 of NetIJ Jersey:
 
1 L (New section) The Legislature 6nds and declares that:
 
2 a. The limihtion on aggregate a"erage deposits held by banks,
 

3 other t.haD y\ings banks traolllrting buin.. in this State, was
 

4 established 17 years ago ,,-hen the banking industry was signifi­


5 eantly dUlerent;
 
6 b. The advent of J'!(~gioD81 banking in veriou areas of the nation,
 

"1 and the likeHJlOod {If eoast-to-eout intentate banking requires
 

8 the r8USC8lIlUelit of Ule current pereentap limitatiODS on aggregate
 

,

I ~ 

' 
9 average deposits to "'bieb thi.t 1986 amendatory ad supplementary 

I ~ 

10 act adcIreaes itself: 

11 Co The perceutage limitatiolllJ 011 aggregate deposits established 

12 by thi8 1986 aUiendatory and ~UPI)JemeDtal'f act sbaIl be in etrect 

13 for three and one·baJf yean after the etfeetive date of tbis 1986 

t4 ameDdatorr and lJuPJtlementary 1&Ct; 

15 d. The potelltial ror a ec...linually changing banking industry 

}6 requires that ~,lli" lIe~.. C!Urfent pel'l"entage limitation on aggrogate 

17 avenge depolitl, 1M' reexamined by the LeJialature within three 

18 aDd OIIP·balt )'ear8 of the@ff'eclh'edateolthia 1986 alDeDdatory aDd 

19 supplementary aet to '"111m,.. that Ihe banking iufitutionl in the 

20 State may grow ill 8 limitCfI, well..nplated manner, eonldtent 

21 with the belt" inltre!t. of the penonal and baSiD" citileDl ttt 
..........,- ••. • "· :11= It-' .... ...
...................1......
 "fa........................-.
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22 the State of New Jer8t'Y: ano 

23 - e. Th.' Le!tislaturt> shull rt'f'idablish a reasonable percentage 

24 limitatiol1 on nggr"l:!ah' a\"era~t· '\ellOsits witlun thrt'f' and one­

25 balf year~ aftf'r lh(' I·ffl.'diw date of this 1!J86 amendatory and 

2li suppleDlt''1l1tnry act. I 

1 2. Sectilon 1 of P. L. 1957, c. 70 ceo 17:9A...'W4) is amended to
 

2 read as fonow8;
 

3 1. As use'! in thh; net,
 

4 (a) "Bank" melllll' all illstitution organized under the laws of
 

5 the United Stutm;, u stuft· of the United States, the District of
. 
6 Columbia, or a f"ri"itory or JIOSl'\"8Sioll of the United States, which 

7 does busilless ill tht' ('/Iitl·.1 Htatcs that is not incidental to the 

A institution's acti\"ities outside tllf' United States and which (1) 

!l llC(!epb. <f.·posits that th... Iepositor has a legal ri~ht to withdraw 

10 on denmntl and (:!) ('IJ~a,t,"'s ill the business 01' making commercial 

11 loans exeept that "ballk" does lIot include au organization oper­

12 ating under section;!:, or section 25(a) of the "Federal Reserve 

13 .Aet," 98 Stat. 251 (I:! L S. C. §§ 601-604(a») or 41 Stat. 318, (12 

14 U. S. C. ~ 611 et IWt{.) or a federal or Btate chartered saving,f; 

15 and IDa" associatioll. .\ "'hank loeated outside of this State" 

16 means a bank which JUlS its principal, head or main office outside 

17 of tbis Sli.o.te. A '"bank located in this State" means a hank which 

18 has ita principal, beat.! or main office in this State; 

19 (b) "COl1lpalJ~'" 1Il1'1lllloi a COrlMJration, joint stock company, 

20 busineHS tnlsl, in\"!llluWlit trust, geueral or limited partnership. 

21 voting trust, associatiolJ, Ilnd ony similar organized group of 

22 persoDll, whctll~" incorporated or not, and whether or not orgo­

~ Ilized ulltJcr Ole Ja\i"S of this State or &lly other state or any territory 

24 or possession of the United States or under the Jaws of a foreign 
:\25 eoantry, territory, cololJ~' or posaession thereof, other than a 

26 corporati,on all the capital of which is owned by the United States; 

27 "eompany" includes subsidiary and parent companies; 

28 (e) "Stock" means a Sl'CUrity issued by a -bank or corporation 

29 which presently entitles the IloMer thereof to vote at meetings 

30 of shareholders of the bank or (.'Orporation for the election of 

31 directors, but does 1I0l include a security whiC"rh entitles the holder 

32 thereof ~o \'ote Cor the electiotJ t,r directors only as a ren)t of 

33 the failure to pa)' a dh-ide'ld or to (ullfUl au obligation or &atisf)­

34 a eonditfllD specified by the terma of the seeurity; 

35 (d) "Bauk stock" mean. stock iaIaed by • bulk; 
36 (e) "8uheidi81'J" of • company meau'tl) a eorporatioD more 

M tbaD Ii04J' of .hose Itoek is owned by ... CODIpaIIJ, aDd (2) au 
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38 unincorporated ('onliJllllY ill which sneh company directly or m­

39 directly owns Olor(' than n !'iO%, share or interest; 

(f) "Parent compuII y" flIeam: a ('()mpally of wllieh allothpr eom­

41 pany is a subSidiary: 

42 (g) "OW"," "ow"pr," "U\\"lll'd" lllld "ownership/' when applied 
"43 to stock, Olea, dir('('1 1111" i'ldil"('('1 oW1I('l'ship of such stock, and 

44 includes stock not OWllt'd. I'llt (lir(,<"tl~' l'olltrolled witll power to 

45 vote; 

46 (h) "Foreign "alii..' lilt-a"" :111 ill~titutioll orgaDized nnder the 

47 laws of a foreigll ('ollllll"r whi('1i C'1I~uges in the bUsiness of Lauk­

48 ing, is recognized 8ll a "allkill~ t'lltity b)' the hank snper\'isory or 

49 monetary authority of till' ('(JUlIlry (If its organization or priu('ipol 

50 banking operati.oll~, ."('(,(·jn·=, d(~P08it~ to a substantial extt'llt ill 

51 the regular oourtw of "lIloiilles=, alltl has the power to acel~J1t de­

52 posits which the uel)()sitor fins a le:..rul rigllt to witIJdl'U'. un dC'lIIuml ; 

53 (i) "Foreign bunk IlOlclill~ eOOlllU"Y" meaus a company or~all' 

54 ized under the laws uf a ror('i~'1l ('ouutl')', whicb has one (}I' 1II0rc~ 

55 subsidiaries which arc' foreiJ!1I hnnks and wlaieh has mor~ thull 

56 half of its eonso)jd:lt(~ assets, located. or consolidated rC'\"enUeK 

57 derh'ed, outside of the Unitl'd States, As used in this subsection, 

58 "revenues" mealls ~r08S ill001lle lind "conllOlidated" means COII­

59 IlOlidated in ar.eordall(,.e with J(e/leran~' accepted aeeountin~ prin­
I 

60 ciples in the United States ~ 

61 (j) "Bank holdill~ ('ompauy located in this State" meaJls a hank 

62 holclill~ COlUpaD}" l'ultjec.-t to the "Rank Holdillg Company Act of 

63 19;>6," 70 Stat. 133 (12 U. S. C. § 1841 et seq.), which is either orga­

64 nized under the Jaws of this State or the operations of whose bank­

65 inK subsidiaries are principally oondueted in this State within the 

(tf) meaninJ( of the" Bank 1I0ldinK Company Act of 1956;" 

67 (kl "Foreign Muntry" IllPaUK the ~vemment of a conntry 

i	 68 other than the United State~ or its territories orpol8essiolJ:-[.];
! r,	 69 (/) "D~poRilory ;,,8,ilulio,," meaa8 a Pla_Ng _tilutiOlt aR 

70 tle/ine4 .."&«tio" (2) 8t!rtion 1 (Jf P. L.1948, c. tJ'I (C.l'l:9,A-l), 

11 or a tJIIIte or fedl!rall~, r.lltlrlt·"etl .'Ia"mg. au l-oa. tl880ciation or 

12 a fetlertllly c1aGrterl'tl s",·i"!1.'1 bank ",ith it, fWin,ciptll of}ice in Ihis 

73 Blah; fWDVided., lw,u1'er, ,"at if a .aAaga tJfUl Ion tl8RociaUon 
i, 
I,	 14 or sa17;". bad regartlll',<;.~ of where U is cy,ter" or w1&e,e its 

i5 principtll offiqiJI locolptl (ot1t~r '''a" i" tAi. Sidle) accepts de­

i6 po. til olitjes in thi. Stal" fl:Aic1l Gre iftMwu 1Ji1 1M Fede,. 

17 StIf1ittg... £Gmt l'fllura"C'e Corportlliora or 1M lAe4M. DBfloBil 
78 1....__ COf'POrtJI;oft or an11 lfUet:e6MW II) eiI~"eof, lJuJI 

, , 'i,~ 

79 • .,.,. _ ,.. tuI.ocitJIiotr or _tJiflg. lHMk ".",r". tIMutl to 
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80 be a depository itJstitutiol1 solely for the purpose under seetio-,. fl 

81 of P. L. 1951, c. 10 (C. 11:9.4-345) of having ihe deposits of its 

82 offices located in tltis State illeluded i,. the aggregate arerage 

83 deposits of del o,'1it 0 ''!} il/,.;titut;lUl.'1 iu tile Stute. 
I 

1 3. Section 2 of 1'. 1... l!.liJ7, c. 7U (C. 17:!lA-345) is llIucllucd to 

2 read as CqUows: 

3 2. Excel:,t us otherwise I)[O\'iucu by [sectioll s] section 3 [uud 4] 

4 of this acl, 
5 (a) Ko COUlIJUII)' or p(:r~utl wbiel. OWIlS more than 25% of the 

6 stock of aD)' bank located [inside] in this Suite or savings bank 

7 loe(ltcd ill tJ~is f;late slmlt u("lluirc ownership of more than 10% of 

8 the stock or ullother Lnuk located [inside] in this State or savings 

9 uank IQcate(l iN this Stute or aBS",,&e tire deposit liabilities of 

10-11 a,col1w,. baltJ~ 1(J{:aled ilt 1I1i." Slate or savings ballk located in 

12 t1lis State i,l a malllll''' u'l,icll ICqtlires the apprlJ/,lal of a fcdcfal 

13 regulatory authority pUi'SlIant 10 subsection (c) of section 18 of 

14 ti,e"Federal DelJOsit InsuraNce Act," 64 8ta.t. 891 (12 U. 8. C. 
15 1826(c)), or SJlbsccliof& (d) (11) attd 8uV8ecliotl (0) (2) (p) of sec­

16 sectioa:; 0/ tire "llolJl'~ UWIfU'S Loa.. .Act of 19J3," 48 Stat. 132 

17 (12 U. 8. C. UG,1{d)) iC, at the time oC [8um acquwtoll] Utat tranB­

18 adio., or if, as a result of [such acquisition] that tra1l8actiQn, the 

19 company or person o,,-ns, or "·ould own, more than 10% ot the stock 

20 of [each Cit two or more bank!!] lJlfe or ",ore ballks located [illsi<le] 

21 ilf tAis SiGle Qr savings ba"h lQfated ill thi. State, "'hOMe uggre­

22 gate average deposits exceed [20%] 12% for the /irst gear follow­
23 ing eJUJctlRetit of tltis 1986 a".e.c14torg. aMonpplemetsltJry act, 

24 13% for t"e secQIld !Jear foilowi"O eraaclment of this 1986 amenda­

25 lory a"d aupplemeHtary ad, a'ld 13.570 for 'he third gear and for 

26 Ole fir.t o.e half of '''e fourth year following entJl"tment of this 

21 19tMi ameUutory a"d suppletl,cfltar!/ act or the aggregate average 

28 deposits ot all [banks other tllan savinp banks transacting busi. 

29 ne.. in t~i. State] dcpo,sitorll illl,tUtdion.s a8 of the t,,'o call dates 

30 for wbiehpolJlished fi;,rurcll arc available bOxt preceding [auch 

31 llCC(ui!!iHoIIJ that transaction; and 

32 (b) No tornpan)' or IIC"'O" which own. more than 25% of the 

33 stock of either a bank located outside of this State or a foreign 

34 baDk .hall own or acquire o"'Der.hip of more than 5% of the stock 
I 

35 of. _ok located in tbis State. 

36 (c) .<\e;.uillitioll or o"'nerahip of more thaD._ .tated peftentago 

37 ot the .Js of a bank shall inelade aD)' ~1~OD of one or more 

38 abans .tter "'hich the eoDIpaay 0' pe," j~... more than the 
,to:,} , 

39 .tat.ed peiteDtage. 
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40 In applying this sectioD to a company. aU bank stoek owned by 

41 a subsidiary of such cOlllpan)" 811tl hy the parent compan)' of But'h 

42 company, shalll)(~ (le('nU'd to IJ(· owned by such company. 

43 (d) Notli.;'g ill tid... ,.wdiOJl SilO" pret~etfl a cornpatly or l}er.~o"1I 

44 from aequirlff9 tlte stock (If a bo"k or lUau.iffY tAe deposit liabil­

45 ities of a ba"k i{ the (,()lIImi.'isi01.er determines ,1uJt the batik i,'l it! ~1 

'146 an unsound ~r u",~a{(' conditio" a,~ determined by an et'aluatioll of 
" 47 the bank's capital adequac.'I, a.'i!o'd quality, management, earnings 

48 or liquidity. Th(' co".mi.'isiolle,- fJlay rely upon ci written cl'alutJ­

49 'ion of II btlflk's safety alld SOU"dHe8S prePtJre4l: by a federal or 

50 other stGte bonk regulatory ageNcy• 

•t 4. Section 3 of P. L. 1!I81, c. 484 (C. 17 :9...\-345&) is amended
 

2 to read .. fonows:
 

3 3. A eompan)' or 1){:""Ot. whidl OWII8 the stock of a hank hollliug
 

4 company Jocatl-d in this State shan not be deemed to OWlI any
 

5 stock of a hank l!iuhsidiar~' of the bank holding company nnleKK the
 

6 company or persoa controls tile bank holding company, in which
 

7 event the compwl~· 01" perSON shaJJ be deemed to own the smile pro­


S por~ual share of stock of each bank mbaidiary .. the amount of
 

9 stock which its OWI1S or the bank holding company bears to the
 

10 total outstaading stock or tile bauk holding company. As used in 

11 this section "controls" Dleaus the direct or iDdireet power to vote 

12 25% or more. of all shares of stock elltitled to vote in the eJection 

13 of directors t;.r tile power to eGlltrol the election of a majori~' of 

14 the direetora. 

1 5. (New section) Upon a finding by the eonuniasioner, after
 

2 notice and aa OPIJOrtullity for a hearing, of a violation by a com­


3 pany or person oC an)' provision of aeetion 2 of P. L. 1957, c. 70
 

4 (C. 11:9A-345), or AUy regulation or order of the coJDJDisBioner
 

5 issued pursuant to section 6 of P. 141981. c. 484. the commissioner
 
6 Olay order th~ eoIiIIIBIl)' or peJ'HOl. to eeue any violation and to di­


1 vest itself or himself of o\\'nership of sufticient sharee of stock of n.
 

8 bank located in this State to eliminate the vioJai:ion, or to pay a
 

9 eivil penalty Dot to e.xcet.'«J '''000.00 per day for ~ day that the
 

10 violation sball continue, or both. the penalty beiDg recoverable ill 

11 a summary proceeding under "the penalty enl0NIIIIIeDt law," N. J. 
12 S. 2A:58-1 .. &eel. , 

1 6. SeetiDn 6 of P. L. 19i)7. Co 70 (C. 17:9A-349) ia amended to
 

2 read ul01lcmB:
 
p: 

3 6. A eoDIJI!,ny 0,. JlCf'6oa wJaieh 0WD8 bat ..... tJr .".,..
 

.. tlqo- litlbil&tie. of II btl. contruy to .pro~"- .f thit act
 
5 1haI1118V8rt118leu be empowend to trauter .8oM;.- or "."
 

r 'riO' 
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, 
6 ojsucA deposit /iabilik'" ,:.it all~' tim",:. the Qme manner and with 

7 the same effect as if it:,; IU,'CJuisition ot Iiu(,'b stock or .assumption of 

8 stJeh liabilities had l\("'ell lawful. 

1 7. (Now seetiou) Tile ('oJllmissioller or Banking shall monitor
 

2 the effect of this 19S6 amendatory and supplementary aet and
 

3 shall report to each mctllllN' of the J.e~israture and the appropriate
 

4 committees responsihf(· for hUllkillg !cgislatioll at the end of two
 
. I' 

;J and one-haM year/; uftf'r the "ffccth'c date of this 1986 amendatory 

6 and 8upple~lIentar~' Uf~t. wh.·ther 1~J' not the percentage limitatiou 

7 on aggrebrnte 8\'eruge d.!IKlsits of depository in~titutions in effect 

8 at that time should he adJusted. 

9 In making this reeolllmpndation, the commissioner shall consider: 

10 (a) whethf'r the citiz('us nud husiuesses of this State are provided 

11 with adequate bankhlg ser\'ices and a substantial degree of COIll­

12 petitjon exists among the pro\idera of such services; (b) the 

13 effect of this legislation on the safety aDd soundness of the banking 

14 industry if.• tlus Rtutf'; and (c) such other factors as the com­

15 missioner may deem appropriate in protecting ;tIm public interest. 

16 In making this recommendation, the commissioner 8Mll also 

17 consider whether IUlvings banks or lUL\ings and loan associations, 

18 or botIJ, should be subject to the limitatioD8 of seetioll 2 of P. L. 

19 1957, ~ 70 (C. 17~JA~). 

1 8. (New section) Following the ~"pt of the report or the
 

2 ColDli1.iJ>siolllcr of Banking as set forth in section 7 of this 1986
 

3 arnendator>' and 8upplernt'ntary act, but withiD three aud one-half
 

4- yean of the effccth'c date of tllia 1986 ameDdatory and Hupple­


5 mentary act, tile Legislature admll reeatabJiah a reasonable per­


6 eentap limitation on aggregate average deposits of all depository
 

7 institutions in aeeordance with those prineiplea that are in the
 

8 best interests of the personal and buai..... citizens of the Statt>
 

9 of New J~ney.
 

1 9. (New; section) The percentage limitation on aggregate aver..
 

2 age c1epcnliits of all depo8itoI'J in.titutio. eet forth in section 2
 

3 of P. 11. 19:;1, Co 10 (C. 17 :9A-346)... ~ded by tbiB 1986
 

4 amendatory and supplementary ad, -hall tennmate on the day
 

:) next follo"ing three aud one-half yean after the efteetive date
 

6 of tbiI 1986 amendatory and lapplemeA~act, it the Legislature
 

7 has DOt 8C~ in lv.lCOr<laDce with eeetioD 8'of this 1986 amendatory
 

8 ad aappJemeJltary act.
 

1 UL 8ed-;ou f, 5, 7,8, 9, audIO olP.L;••a. 10 (0. 17:9A-3I7,
 
. 2	 C. 17:9A-,lHS, C. 17:9A-B60~;~~ ...)r.... l'8JIIlIIed. . 

1 1L 'J.'Ju. aetlhall taJre effeet' .;.;"',;"; . 
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STATEDNT
 

This bill amends ~ew Jersey's 1l8llk holding ~mpany law (C. 

17 :9A-344 et seq.) with re$lrd to the limitations that provide a 

bank holdillg COlllpD.·y from lU'cluirillg lui ill-state bank which would 

result in u' eOlJlpany holdiD~ more than 20% 'of tile aggregate 

average d"posits of nil cOIllmereial banks StlltpwidP. TIll' WI 

would pro\'i(Je that ~1I('h u('c,uisitions can take place if the aggregatt' 

average de4>sits of till' hUlIks oWllmj hya bankbolding company 

do notexceJd a slwcificd perc·pntage of the aggregate deposits of 

depository institutiow; ill the State. Depository institutions in­

clude all state or fecl,'rally chartered commerci~l banks, savings 

banks an~ 15a\'in~s ulld loan associations with their priucipal office 

in tllis State. aud savill.l.;s l~lDks aud savings and loan associatiolls 

with thei .. principal (JOice,. nut in this State but which have deposit­

taking of1ic~c:1i iII this Htate. Aggre1,'1lte deposits of all depository in­

stitutions arc' defiued to include all of the deposits of all office:; 

(wherev(~r lucntl-d) of depository institutions with their principal 

oftiees in Xc", .Jerse)' and the deposits of the Neo\!' Jersey offices of 

savings lmnk.." and SDvillgs and louJl associations. with their prin­

cipal offic~s outside of the State if such New Jersey offices accept 

deposits int>ured hy the Federal Deposit ID81JI'aDce Corporation 01' 

the Federal,SavinJ;'tl and Loan Insurance Co~ration. The per­

('tmtage limitation ehauges twice over a three and one-half period, 

starting illittally at 12% for the fil'llt year following enactment of 

the act, 13%~ for the sccolld year following enactment and 13.5% 

for the third year and the fil'llt half of the fo~ year followinA" 

the efteeti\"edatl> of this act. The bill also inelu4es an emergency 

over-ri~ or the limitation in situations involving troubled institu­

tions. 

The bill repeals IleCtioll 4 of P. L. 1951, c. 10 (C. 11 :9A-341) 

which had pro\'ided all exception to the 20% cap for institutions 

that were acquired hy merger. The bill also repeals sections 5, 

1,8,9 and 10 of P. L. 1951, c. 10 (C. 11:9A-34B and C. 11:9A-350 

through C. 17 :9A-353), which has provided eliJDinal sanetions, 

and instead provides for ch·U enforcement procedures and penaties. 

The bill cOlltains u 8UIlt\~t provision whifm requires the Com­

missioner ofllunkiDg to report to the Legislature .two and one-half 

years from the effecth'e daip of tllia act. The Legislature will ~ 

required, to reexamine the percent8ge Jill,'-tioa OD aggregate 

averap deJKrsitl of depolito.., Wti~":IfJC01'duce with the 
reeommelldatiou made by the " of Baking within...<.1<01, . 

three ad one-half yean of the eff~~~ oftJda.. If the 
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Legislature dou not act "ithin that period. the percentage limita­

tion in effect at that time will tenninate. 

I;
; . 

Banking 'lIllJ jt'inlUlCw Institutions 

Raises ban~ hold Co. deposit caps. 

Raiso8 the amount of aggregate deposits any bank holding com· 

pany may ~;ontrol during acquisitions. 

I· 
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STATEMENT 

This bill amends Kew Jersey's hank holding company law (C. 

17 :9A-344 et seq.) with reg'ard to the limitations that provide a 

bank holding company from acquiring au in-state bank which would 

result in a company holding more than 20% of the aggregate 

average deposits of all commercial hanks Statewide. The bi II 

would provide that such acquisitions can take place if the aggregate 

average deposits of the hanks OWl\()d by a bank holding company 

do not exceed a specified percentage of the aggregate deposits of 

depository institutions in the State. Depository institutions in­

clude all state or federally chartered commercial banks, savings 

banks and savings and loan associations with their principal office 

in this State, and sRvin:;s hanks and savings and loan associations 

with their principal ofiices not in this State but which have deposit­

taking ofijces in this State. Aggregate deposits of all depository in­

stitutions are defined to include all of the deposits of all offices 

(wherever located) of depository institutions with their principal 

offices in New Jersey alld the deposits of the New Jersey offices of 

savings banks alld savings mId loan associations with their prin­

cipal offices outside of the State if such New Jersey oflices accept 

deposits insured by the Federal Deposit Insurance Corporation or 

the Federal Savings and Loan Insurance Corporation. The per­

centage limitation changes twice over a three and one-half period, 

starting initially at 12% for the first year following enactment of 

the act, 13% for the second year following enactment and 13.5% 

for the third year and the first half of the fourth year following' 

the effective date of this act. rrhe bill also includes an emergency 

over-ride of the limitation in situations involving troubled institu­

tions. 

The bill repeals section 4 of P. L. 1957, c. 70 (C. 17 :9A-347) 

which had provided an exception to the 20% cap for institutions 

that were acquired by merger. The bill also repeals sections 5, 

7,8, 9 and 10 of P. L. 1957, c. 70 (C. 17 :9A-348 and C. 17 :9A-350 

through C. 17 :9A-353), which has provided criminal sanctiolls, 

and instead provides for civil enforcement procedures and penaties. 

The bill contains a sunset provision which requires the Com­

missioner of Banking to report to the Legislature two and one-half 

years from the effective date of this act. The Legislature will be 

required to reexamine the percentage limitation on aggregate 

average deposits of depository institutions in accordance with the 

recommendations made by the Commissioner of Banking withill 

three and one-half years of the effective date of this act. If the 

Sl'l~" (lfI"") 
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Legislature does not act within that period, the percentage limita­


tion in effect at that time will terminate.
 

Banking and II'inancial Institutions 

Raises bank hold Co. deposit caps. 

Raises the amount of aggregate deposits any bank holding com­

pany may control during acquisitions. 



SENATE LABOR, INDUSTRY AND PROFESSIONS
 
COMMITTEE
 

STATEMENT TO 

SENATE, No. 1466 

STATE OF NEW JERSEY
 
DATED: MAHCH 6, 1986 

At present, P. L. 19M~, c. 67 (C. 17 :~)A-1 et seq.), referred to as the 

"Banking Act of 1948" provides that no company which owns more 

than 25% of the stock of a bank in this State may acquire ownership 

of more than 10% of the stock of another bank if, at the time of the 

acquisition or as a result of the acquisition, the aggregate average 

deposits of the banks held or to be held by the company exceed or would 

exceed 20% of the aggregate average deposits of all banks in this 

State. 'l'his lJill would amend that provision of law to provide that no 

company or perSOll which owns more than 251"0 of the stock of a bank 

or savings bank in this State may acquire ownership of more than 10% 

of the stock of another bank or savings bank in this State or assume 

the deposit liabilities of another bank or savings bank in this State 

requiring federal regulatory approval if, at the time of that transaction 

or as a result of that transaction, the aggregate average deposits of 

the banks or savings banks held or to be held exceed or would exceed 

12% of the aggregate average deposits of all depository institutions 

during the first year after the effective date of this bill, 13;10 of those 

deposits during the second year after the effective date of this bill, and 

13.5% of those deposits during the third year and the first half of the 

fourth year after the effective date of this hill. Depository institutions 

include State or federally chartered banks, savings banks and saving'S 

and loan associations. However, the limitations established by this 

section of law may he overridden in situations involving the acqmsI­

tion of or assumption of the deposit liabilities of a State or federally 

chartered bank or savings bank which is in unsound or unsafe condition. 

The Commissioner of Banking is required to monitor the effects of 

this change ill the cap limitation on the aggregate average deposits 

that any company or person may control, and report to the Legislatnre 

at the end of two and one-half years after the effective date of this 

bill whether or not the cap should he adjusted. If the Legislature does 

not adjust the cap limitation to a reasonable percentage within three 

and one-half years of the effective date of this bill, the cap limitation 

will expire. 
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The bill repeals section 4 of P. L. 1957, c. 70, (C. 17 :9A-347), which 

presently exempts from the 2070 cap any institution which is acquired 

through a merger. The bill also repeals sections 5, 7, 8, 9 and 10 of 

P. L. 1957, c. 70, (C. 17 :9A-348, C. 17 :9A-350 through C. 17 :9A-353), 

which include criminal sanctions for violations of the act and replaces 

these sanctions with a civil penalty section providing that the Com­

missioner of Banking may order the company or person to cease any 

violation of the act and to divest itself or himself of ownership of 

sufficient shares of stock of a bank or savings bank to eliminate the 

violation or to pay a civil penalty not to exceed $1,000.00 per day that 

the violation continues, or both. 
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