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SENATE, No. 560

STATE OF NEW JERSEY
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INTRODUCED MARCH 10, 1969

By Senators WHITE, MILLER, ITALTANO, FARLEY
FORSYTHE and TANZMAN

Referred to Committee on Banking and Insurance

A~ Acr to amend the ‘‘Savings and Loan Aect (1963),” approved
August 30, 1963 (P. 1.. 1963, c. 144)

BE 11 BxactEDp by the Senate and General Assembly of the State
of New Jersey:

1. Section 75 of the aet of which this act is amendatory
(C. 17:12B-75) is amended to read as follows:

75. Each State association shall operate upon one of the [fol-
lowing membership] plans[:] set forth in this section; and the
by-laws of each State association shall designate under which of
said plans it shall operate.

Plan 1. The nonshare plan deseribed in section 76.

Plan 2. The share plan deseribed in section 77.

Plan 3. The plan upon which it was operating on April 4, 1946,
providing it has been continually operating on that plan.

[Any State association may, at any time hereafter, change from
the plan upon which it shall then be operating to Plan 1 or 2, and
may make such change in plan applicable only to those member-
ships established after such change, continuing, concurrently, to
operate upon the plan upon which it previously operated with re-
spect to those memberships established prioi’ to such change. The
by-laws of each State association shall designate which of said
plans it elects to operate under.] ‘

Plan 4. Any insured association may, at any time, elect to ratse
its capital by accepting savings deposits, provided that:

(1) The by-laws of the association so permit; and

(2) Such by-laws shall be approved at a regular or special meet-
ing of the members of the association as provided in sections 114,

115 and 116 of this act.

NATION—Matter enclosed in bold-faced brackets [thusl in the abeove bill
Exprana is notae::cled and is intended to be omitted in the law.
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Holders of savings deposits shall be creditors of the association
and shall have equal priority with other ordinary general creditors

in the event of the dissolution and liquidation of the association,

~and the by-laws shall so provide.

- Savings members at the time of the adoption of Plan 4 who do

not transfer such accounts to savings deposits shall, nevertheless,
have equal rights with those who hold savings deposits.

The by-laws shall contain such other provisions as may be re-
quired by the commissioner and by the Federal Savings and Loan
Insurance Corporation.

The provisions of section 79 shall not apply to associations
operating under Plan 4, but the evidence of a savings deposit
issued to the member shall have the approval of the commissioner
and the Federal Savings cmd_Loan Insurance Corporation.

IV here, under the provisions of this act or of any law of this

~ State, the word ‘“account’ is used to describe a savings account

in a savings and loan association, it shall be deemed to be inclusive
of a ‘“savings deposit.”’

Any State association may, at any time hereafter, change from

the plan upon which it shall then be operating to Plan 1 or 2 and

may wmake such change in plan applicable only to those member-

- ships established after such change, continuing, concurrently, to

operate upon the plan upon which it previously operated with re-
spect to those memberships established prior to such change.

2. Section 130 of the act of which this act is amendatory
(C. 17:12B-130) is amended to read as follows:

130. (a) At least annually and after determination of the net
income for the accounting period and the establishment of reserves
required or permitted by this act, the board of each State assoct-
ation shall determine by resolution, the rate or rates of dividend,
if any, which shall be declared for each class of account. Such
dividends shall be taken only from the net income or from the
undivided profits account. Dividends shall be apportioned to mem-
hers’ accounts upon a compound interest plan. Dividends shall
be made available to members by adding the same to their ac-
counts, except where otherwise provided by this act, but in no
event shall dividends be made available to the members earlier
than the eighth calendar day prior to the closing of the period
for which said dividends are paid.

Notwithstanding any other provision of this act, the board of any
State association, may by resolution, authorize the payment of
dividends on amounts withdrawn from Savings accounts between

the dates as of which sueh association regularly distributes earnings
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on savings accounts[[ ; provided that, the savings account from which
an amount is withdrawn npon which such earnings are to be dis-
tributed, shall have been outstanding for a period of not less than
6 months; and]}. provided [turther,] that dividends paid on any
amount so withdrawn, shall not be paid for any greater portion of
the dividend period than that during which such amount remains in
such association, nor at a rate in excess of the rate at which earn-
ings, exclusive of any reward profit, are distributed on savings
accounts for the dividend period in which such amount is so with-
drawn.

(b) State associations issuing installment share accounts may
declare dividends to accounts of other classes at a rate less than,
but no more than, the rate declared to installment share accounts for
the same period, unless the board has adopted a reward profit plan
in which event all dividends, except those provided for under the
reward profit plan, shall be declared at the same rate. Notwith-
standing any other provisions of this act, a State association may
apportion dividends to installment share accounts at other than a
regular dividend period tor the purpose of maturing such accounts;
provided, however, that the amount of dividends so apportioned
shall be no greater than the pro rata share of income for the current
period applicable for dividend purposes to such accounts.

(¢) Notwithstanding any other provisions of this act, a State
association may, if its by-laws so provide, exclude from dividends,
either or both of the following classes of accounts:

(1) Those having a participation value of less than $50.00.
Such accounts may be placed in, or transferred to, an account
designated as a ‘‘nondividend account:”’ provided, however,
that the State association shall maintain a list of the names of
the savings members and the amounts eredited to such savings
members in such ‘“nondividend account.”’

(2) Those which arc issued under a plan whereby they will
be withdrawn within 24 months from the date upon which they
are issued, or it may credit dividends to such accounts accord-
ing to a schedule which it may establish, provided that such
schedule shall not result in the erediting of dividends to any of
such accounts at a rate greater than that applicable to any class
of accounts, other than those deseribed in subsection (¢) of this
section.

3. Section 133 of the act of which this act is amendatory

1a (C.17:12B-133) is amended to read as follows:

1B

2

133. [In order to stimulate systematic and long term savings to

provide funds for the financing of homes and to make other author-
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ized investments, the commissioner may adopt regulations permit-
ting associations to pay an additional dividend to be called a ‘‘re-
ward profit’’ for regular, periodic payments to a savings account or
for the maintenance of a savings account for a specified minimum
period of time, or both. The regulations may provide for minimum
and maximum time periods and for the minimum participation value
that shall be required to be eligible for such reward profit and shall
set forth such other requirements for eligibility for such reward
profit as deemed appropriate by the commissioner. Eligible ac-
counts may be classified as to type and the reward profit may be at
different rates for different classes of aceounts, but in no event shall
it exceed a rate of 1% per annum, computed on the participation
value of the member’s eligible account in the same manner as regu-
lar dividends are computed.

The commissioner may from time to time amend or rescind exist-
ing regulations by adopting superseding regulations.

Any association may, by resolution of its board, establish a re-
ward profit plan in accordance with the regulations adopted by the
commissioner. Any association adopting a reward profit plan may
at any time abolish such reward profit plan by resolution of its
board, in which event it shall pay or credit to the account of each
member who is eligible under such plan any amount that may be
carried in reserve for reward profit due but not yet payable, and to
which such member would have been entitled had the association
continued such plan.}

Any association which may have adopted a reward profit or bonus
plan under previous law or regulations of the commissioner may
continue such plan, except if it adopts [the] @ plan [provided for
under regulations or superseding regulations of the commissioner
in accordance with this section,} otherwise permitted by law or
regulations of the commissioner and approved by its board of
directors, in which case the previously adopted plan shall be dis-
continued as to any new accounts, but may be continued as to those
accounts participating therein at the date of adoption of the new
plan.

The board of an association may classify savings deposits and
savings accounts as to notice, amount and term, and may determine
to pay different rates of earmmgs with respect to savings deposits
and savings accounts in different classes. All accounts of the same
type and class shall be paid the same rate of earnings. Such earn-
ings of dividends may be described as interest.

4. Section 136 of the act of which this act is amendatory
(C. 17:12B-136) is amended to read as follows:
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136. A State association operating pursuant to Plan [[] 1 or
Plan 4 as [defined] set forth in section [76] 75 of this act, may pay
the amount requested in the withdrawal application, when the same
is presented, or may require notice, prior to the payment of any
withdrawal application, of not more than 90 calendar days, pro-
vided that associations classifying accounts as to wnotice shall,
with respect to such accounts, only pay withdrawals in accordance
with the notice agreement set forth in the evidence of account
tssued to the member, notwithstanding any other requirements or
limitations of this section. Any such State association requiring
notice prior to the payment of anyv withdrawal application, shall
immediately notify the commissioner of its action.

When such State association requires notice from an account
holder, it shall require the same notice from any account holder who
subsequently presents a withdrawal application, until all applica-
tions for which notice has been required, have been paid in full.

Every withdrawal application not paid when presented, shall be
numbered, dated and filed, by anyv such State association, in the
order of its actual receipt, and shall be paid in such order.

3. This act shall take effect immediately.

STATEMENT

This act authorizes State-chartered savings and loan associations
to extend to account lolders creditor status similar to that which is
authorized for account holders of Federally chartered savings and
loan associations under the provisions of the Housing Act of 1968
and regulations of the Federal Home Loan Bank Board. This act
also authorizes State-chartered associations to classify their ac-
counts as to amount and term in the same manner authorized for
Federally-chartered associations by the Housing Act of 1968 and

regulations of the Federal Home Loan Bank Board.
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Senator Joha L. White and Senators
john 1. Ninier, Trank C. Ttaliano,
irank S, Tariey, Ldwin B. TForsvthe
aid Norman Tansman,  inuvoduced
tiis hifl, which provides a method for
maaine  account  holders,  depositors
ani zeneral creditors of the insured
amscciations. The purpose is to provide
paritv with the Federally chartered as-
socistions which have this legal right.

The FHousing Act of 1968, cnacted
bv the Congress of the United States,
madce basic changes in the types of
savings plans and instzuments Federal-
lv chartered associations could offer.
Among these changes were provisions
permiting Federal associations to issue
savings deposits and making savings
depositors ana account holders general
creditors of the association. The provi-
sions for determining the rate of return
on various classes of accounts (all sub-
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ject, of course, to the rate control ceil-
ings) were also made much mere flex-
ible.

Substantially all the Federally char-
tered associations in New Jersey have
taken the necessary legal steps to amend
their charters to provide for these new
types of savings plans and instruments.
Under the rules of the Federal Home
Loan Bank Board, they cannot become
cffective until June {, 1969. One of
the reasons for this was to give the
various state legislatures time to act
upon cowmparable provisions for state
chartered institutions.

This bill would provide that a state
chartered association could, by appro-
priate amendment to its by-laws and
the approval of the Commissioner of
Banking and Insurance and the Fed-
cral Savings and Loan Insurance Cor-
poration, adopt a similar plan of opera-
tion and provide for similar flexibility
in rates of return on accounts. This
legislation is cssential for the future
well-bcing of the state chartered sav-
ings and loan system. The plan recog-
nizes the basic change in the savings
business and efforts by the Administra-
tion in Washington to permit greater
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flexibility in savings and loan opera-
tions, in view of the great nced for
mortgage moncy in the country. The
Under  Sccrctary  of  the Treasury,
Charles Walker, in verv recent testi-
mony before the Joint Economic Coni-
mittee, commented on the need to make
the thrift industry more competitive.
This is a step in that direction.
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