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INTRODU'CED JANTUARY 21, 1986
By Senator LESNTAK
Referred to Committae on l.abor, Industry and Professions

Ax Acr concerning limitations upon ownership of bank stocks,
amending P. L. 1981, ¢. 484, amending and supplementing P. L.
1957, ¢. 70, and repealing sections 4, 5, 7, 8, 9 and 10 of P. L.
1957, c. 70.

Be 1T EXACTED by the Senate and General Assembly of the State
of New Jersey:

1. (New seciion) The Legislature finds and declares that:

a. The lLimitation on aggregate average deposits held by banks,
other than savings banks transacting business in this State, was
established 17 years ago when the banking industry was signifi-
cantly different ;

b. The advent of regional banking in various areas of the nation,
and the likelihood of coast-to-const interstate banking requires
the reassessment of the current percentage limitations on aggregate
average deposits to which this 1986 amendatory and supplementary
act addresses itself ;

¢. The percentage limitations on aggregate deposits established
by this 1986 amendatory and supplementary act shall be in effect
for three and one-half years after the effective date of this 1986
amendatory and supplementary act;

d. The potential for a continually changing banking industry
requires that this new current percentage limitation on aggregate
average deporits be reexamined by the Legislature within three
and one-half yvears of the effective date of this 1936 amendatory and
supplementary aet to ensure that the hanking institutions in the
State may grow in a limited, well-regulated manner, consistent

with the best intcrests of the personal and business citizens ot
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the State of New Jersey: ana

~e. The Legislature shall reestablish a reasonable percentage
limitatim; on aggregaie averave sdeposits within three and one-
half vears after the effective date of this 1986 amendatory and
supplementary act. |

2 Sect]'ion 1 of P. L. 1957, ¢. 70 (C. 17:9A-344) is amended to
read as follows: .

1. As used in this aet,

() “Bank” meaus an institution organized under the laws of
the United Stut(y§, u state of the United States, the Distriet of
Columbia, or a territory or |ms.€(-ssion of the United States, which
does business in the United States that is not ineidental to the
institution’s activities outside the United States and which (1)
aceepls «Jeposits that the depositor has a legal right to withdraw
on demand and () engages in the business of malking commercial
loans except that “bank™ does not include an organization oper-
ating under section X5 or section 23(a) of the “Federal Reserve
Aet,” 38 Stat. 251 (12 U. S. C. §§ 601-604(a) ) or 41 Stat. 378, (12
U. S. C. § 611 et sy.) or a federal or State chartered savings
and loan association. \ “bank located outside of this State”
means a bank which has its principal, head or main office outside
of this St}ate. A “bank located in this State” means a bank which
has its principal, head or main office in this State;

(b) “Company™ means a corporation, joint stock company,
business trust, investmen! trust, general or limited partnership,
voting trust, association, aml any similar organized group of
perso;:s, whether incorporated or not, and whether or not orga-
nized under the laws of this State or any other state or any territory
or possession of the United States or under the laws of a foreign
country, territory, colouy or possession thereof, other than a
corporation all the capital of which is owned by the United States;
“company” includes subsidiary and parent companies;

() “Stock” means a security issued by a bank or corporation
which presently entitles the holder thereof to vote at meetings
of shareholders of the bank or corporation for the election of
directors, but docs not include a security which entitles the holder
thereof to vote for the election of directors only as a result of
the ta.ilu:%‘e to pay a dividend or to fullfill an obligation or satisfy
a condition specified by the terms of the security;

(d) “Bank stoek” means stock issued by s bank;

(e) “Subsidiary” of a company means (1) a corporation more
than 50% of whose stock is owned by sue¢h company, and (2) au
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unincorporated company in which sneh compauny direetly or in-
direetly owns more than a 0% share or interest;
(f) “Parent comjpany™ means a company of which another com-
pany is a subsidiary :

]

(g) “Own,” “owner,” “owned” and “ownership,"' when applied
to stock, mea : direet and indireet ownership of such stoek, and
includes stock not owned, hut direetly controlled with power to
vote;

(h) “Foreign bank™ means an institution organized under the
laws of a foreign conntry whicl enguges in the bﬁsiness of bauk-
ing, is recognized as a hanking entity by the bank supervisory or
monetary authority of the country of its organization or prineipal
banking operations, reecives deposits to a substantial extent in
the regular course of business and has the power to aceept de-
posits which the depositor has a lewal right to withdrai on demand;

(i) “Foreign bank holding company” means a conipany organ-
ized under the laws of a foreign country, which has one or more
subsidiaries which are foreign hanks and which has more than
half of its consolidated assets, located, or cousolidated revenues
derived, outside of the United States. As used in this subsection,

“revenues” means gross income and “consolida means con-
solidated in apeordance with generally aceepted accounting prin-
ciples in the United States:

(j) “Bank holding company located in this State” means a bank
holding company subject to the “Bank Holding Company Act of
1956, 70 Stat. 133 (12 U. 8. C. § 1841 et seq.), which is either orga-
nized under the laws of this State or the operations of whose bank-
ing subsidiaries are principally econducted in this State within the
meaning of the ‘‘Bank llolding Company Act of 1956;"’

(k) “Foreign ecountry™ means the government of a country
other than the United States or its territories or possession<[.};

(1) “Depository institution” means a bamking institution as
defined in subsection (2) section 1 of P. L. 1948, c. 67 (C. 17:94-1),
or a State or federally chartered savings and loan association or
a federally chartered sarvings bank with its principal office in this
State; provided, howerver, that if a savings and loan association
or savings bank regardless of where it is chartered or where its
principal office is located (other than in this State) accepts de-
posits at offices in this State which are insured by the Federal
Savings and Loan Insurance Corporation or the Fedoral Deposit
Insurance Corporation or any successoy $0 e;ﬂwr thereof, that
savings and loan association or savings bowk shall be deemed to

]
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be a depository institution solely for the purpose under section 2
of P. L. 1957, c. 20 (C. 17:94-345) of having the deposits of its
offices located in this State included in the aggregate average
deposits of dejository institutions in the State.

3. Seetion 2 of 1. L. 197, ¢. 70 (C. 17:9A-345) is amended to
read as fq\‘llows:

2. Except as othierwise provided by [section 8] section 3 [and 4]
of this acf,

(a) No compuny or person which owns more than 25% of the
stock of any bank located [inside] in this State or savings bank
located tn this Slate shall acquire ownership of more than 10% of
the stock of another bank located [inside] in this State or savings
Lank located in this Stutc or assume the deposit liabililies of

10-11 another bank lucated in this State or savings bank located in
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this State in a mannce which vequires the approval of a federal
regulatory aulhority pursuant lo subsection (c) of section 18 of
the ‘‘Federal Deposit Insurance dct,”” 64 Stat. 891 (12 U. S. C.
1528(c)), or subscclion (d) (11) and subsection (o) (2) (p) of sec-
section 5 of the ‘*Home Quner's Loan Act of 1933," 48 Slal. 132
(12 U. 8. C. 146.4(d ) ) if, at the time of [such acquisiton] that trans-
action, or if, as a result of [such acquisition] that transaction, the
company or person owns, or would own, more than 10% of the stock
of [each ¢f two or more banks] une or more banks loeated [inside]
tn this Sfate or savings bawks located in this State, whose nggre-
gate average deposits exceed [209:] 12% for the first year follow-
ing enactment of this 1986 amendatory and_ supplementary act,
13% for the second year following emactment of this 1966 amenda-
tory and supplemenlary acl, and 13.5% for the third year and for
the first one half of the fourth year following enactment of this
1986 amendatory and supplementary act of the aggregate average

‘deposits of all [banks other than savings banks transacting busi-

ness in this State] depository institutions as of the two call dates
for which published fizures arc available next preceding [such
acquisition] that transaction; and )

(b) No eompany or person which owns more than 25% of the
stoek of either a bank located outside of this State or a foreign
bank shall own or acquire ownership of more than 5% of the stock
of & bank located in this State.

{c) Ae;¢|uisiti011 of ownership of more than;g stated percentage
of the stiek of a bank shall include any aequisition of one or more
shares after which the company or person ovns more than the
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In applying this section to a company, all bank stock owned by
a subsidiary of such company aund hy the parent company of such
company, shall be dectied to be owned by such company.

(d) Nothing in this section shall prevent a company or person
from acquiring the stock of a bank or assuming the deposit liabil-
ities of a bauk tf the commissioner determines that the bank is in
an unsound mr unsafe condition as determined by an evaluation of
the bank’s capztal adequacy, asset quality, management, earnings
or liguidity. The commissioner may rely upon @ written ecalua-
tion of @ bank’s safety and soundness preparedf by a federal or
other state bank regulatory agency.

4, Section 3 of P. L. 1981, c. 484 (C. 17:9A-345a) is amended
to read as follows:

3. A company or pcrson which owns the stock of a hank holding
company located in this State shall not be deemed to own any
stock of a hank subsidiary of the bank holding company unless the
company or person controls the bank holding company, in which
event the company or person shall be deemed to own the same pro-
portional share of stock of each bank subsidiary as the amount of
stock which its owns of the bank holding company bears to the
total ontstanding stock of the bank holding company. As used in
this section “controls™ means the direct or indireet power to vote
2% or more, of all shares of stock entitled to vote in the election
of directors ¢r the power to eontrol the election of a majority of
the directors. A

5. (New section) Upon a finding by the commissioner, after
notice and an opportunity for a hearing, of a violation by a com-
pany or person of any provision of seetion 2 of P. L. 1957, c. 70
(C. 17:9A-345), or auy regulation or order of the commissioner
issued pursuant to geetion 6 of P. L. 1981, c. 484, the commissioner
may order thga company or person to cease any violation and to di-
vest itself or himself of ownership of sufficient shares of stock of o
bank loeated in this State to climinate the violation, or to pay a
civil penalty not to excecd $1,000.00 per day for each day that the
violation shall continue, or both, the penalty being recoverable in
a summary proceeding under “the penalty onforeanent law,” N.J.
8. 2A:58-1 et seq. '

6. Seetion 6 of P. L. 1957, c. 70 (C.l?:ﬂ&-&ﬂ) is amended to
read as follolm

6. Aeummmy or person whnehovnlb.nkumkorm
deposit ligbilitics of a bank contrary to the provii
shall ncverﬂnless be empowered to transfer o
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of such deposit liabilit: -« st any time :i the same manner and with
the same cffect as if its aicqnisition 6l such stock or assumption of
such ligbilities had lwen lawful,

7. (New seetion) The Commissioner of Bankmg shall monitor
the effect of this 1986 amendatory and supplementary act and
shall report to each member of the Legislature and the appropriate
committees responsihie for hanking legislation at the end of two
and oue-lml(f years after the effcetive date of this 1986 amendatory
and supplementar,\ get, whether ur not the percentage limitation
on aggregate average deposits of depository institutions in effeet
at that time should be adjusted. :

In making this recommendation, the commissioner shall consider:
(a) whether the citizens and husinesses of this State are provided
with adequate banking services and a substantial degree of com-
petition exists among the providers of such services; (b) the
effect of this legislation on the safety and soundness of the banking
industry in this State; and (c¢) such other factors as the com-
missioner may deem appropriate i protecting the public interest.

In making this recommendation, the commissioner shall also
consider whether savings banks or savings and loan associations,
or both, should be subjeet to the limitations of section 2 of P, L.
1957, & 70 (C. 17:9A -345).

8. (New section) Following the reveapt of the report of the
Commissioner of Banking as set forth in section 7 of this 1986
amendatory and supplementary act, but within three and one-half
years of the effective date of this 1986 amendatory and supple-
mentary act, the Legislature shall reestablish a reasonable per-

t

ceutage limitation on aggregate average deposits of all depository

institutions in accordance with those prineiples that are in the
best interests of the persunal and business citizens of the State
of New Jersey.

9. (New. section) The percentage hmntaﬁon on aggregate aver-
age deposits of all depository institutions set forth in section 2
of P. L. 1957, e. 70 (C. 17:9A-345), as amended by this 1986
amendatory and supplementary act, shall terminate on the day
next following three and one-half years after the effective date
of this 1986 amendatory and supplementary act, if the Legislatare
bas not acted in snecordance with sestion 8 of this 1986 amendatory
and supplementary act. | 7

10. Bections 4,5, 7, 8, 9, and 10 of P. L. 1067, &, 70 (C. 17:9A-347,
C. 17:0A-348, C. 17:9A-350 through C. 1 ,M) are rcpalled.

11. This aet shall take effect




- STATEMENT

This bill amends New Jersey's bank holding tompany law (C.
17:9A-344 et seq.) with regard to the limitations that provide a
bank holding compa: ¥ from acquiring an in-state bank which would
result in a’ company holding more than 20% of the aggregate
average «chosits of all commereial banks Statewide. The 1ill
would provide that such acquisitions can take place if the aggregate
average (leﬂ})sits of the banks owned by a bank holding company
do not'excecid a speeified pereentage of the aggregate deposits of
depository institutions in the State, Depositoriv institutions in-
clude all state or federally chartered commercihl banks, savings
banks and savings and loan associations with their prineipal office
in this Staté. and savings banks and savings and loan associations
with their prineipal offices not in this State but which have deposit-
taking offices 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 prineipal
offices in New Jersey and the deposits of the Nex Jersey offices of
savings banks and savings und loan associations with their prin-
cipal offices outside of the State if such New Jersey offices accept
deposits insured by the Federal Deposit Insurance Corporation or
the Federal Savings and Loan Insurance Corporation. The per-
centage limifation changes twice over a three and one-half period,
starting initﬁhlly 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. The 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, e. 70 (C. 17:9A-347)
which had provided an exception to the 20% cap for institutions
that were acquired hy merger. The bill also repeals sections 5,
7,8, 9 and 10 of P. L. 1957, ¢. 70 (C. 17:9A-348 and C. 17:9A-350
through C. 17:9A-353), which has provided criminal sanetions,
and instead provides for civil enforeement procedures and penaties.

The bill containe u sunsct provision which requires the Com-
missioner of Bauking to report to the Legislature two and one-hailf
years from the effective date of this act. The Legislature will be
required to reexamine the percentage lmtlhon on aggregate
average deposnts of depository mshtnﬁonl aeeordanee with the
reeommendauom made by the Comm )
three and one-half years of the effeet:ve dste of this act. If the
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Legislature does not act within that period, the percentage limita-
tion in effect at that time will terminate.

~ Banking and Financial Institutions
Raises bank hold Co. deposit caps.
Raises the amount of aggregate deposits any bank holding com-
pany may ¢ontrol during acquisitions.

1
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STATEMENT

This bill amends New Jersey’s bank holding company law (C.
17:9A-344 et seq.) with regard to the limitations that provide a
bank holding company from acquiring an in-state bank which would
result in a company holding more than 20% of the aggregate
average deposits of all commercial banks Statewide. The bill
would provide that such acquisitions cai take place if the aggregate
average deposits of the banks owned 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 prineipal office
in this State, and savings banks and savings and loan associations
with their principal offices not in this State but which have deposit-
taking offices 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 prinecipal
offices in New Jersey and the deposits of the New Jersey offices of
savings banks and saviugs and loan associations with their prin-
cipal offices outside of the State if such New Jersey offices 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 129 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. The 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, ¢. 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 eriminal sanctions,
and instead provides for civil enforcement procedures and penaties.

The bill contains a sunset provision which requires the Com-
niissioner 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 reexamiune the percentage limitation on aggregate
average deposits of depository institutions in accordance with the
recommendations made by the Commissioner of Banking within

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

51964 (/7:4)
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Legislature does not act within that period, the percentage limita-

tion in effect at that time will terminate.

Banking and Financial 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: MARCH 6, 1986

At present, P. L. 1948, ¢. 67 (C. 17:9A-1 et seq.), referred to as the
“Banking Aect 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. This bill would amend that provision of law to provide that no
company or person which owns more than 25% 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% 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 bill. Depository institutions
include State or federally chartered banks, savings banks and savings
and loan associations. However, the limitations established by this
section of law may be overridden in situations involving the acquisi-
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 in the cap limitation on the aggregate average deposits
that any company or person may control, and report to the Legislature
at the end of two and one-half years after the effective date of this
bill whether or not the cap should be adjusted. If the Legislature does
not adjust the ecap limitation to a reasonable percentage within three
and one-half years of the effective date of this bill, the cap limitation

will expire.



2
The bill repeals section 4 of P. L. 1957, c. 70, (C. 17:9A-347), which

presently exempts from the 20% cap any institution which is acquired
through a merger. The bill also repeals sections 5, 7, 8, 9 and 10 of
P. L. 1957, ¢. 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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