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SENATE,/No.517 

STATE OF NEW JERSEY
 

INTRODUCED FEBRUARY 17, 1969 

By Senator WOODCOCK 

Referred to Committee on Banking and Insurance 

AN ACT	 concerning the acquisition by a corporation of all the 

shares of the capital stock of one or more banks. 

1 BE IT ENACTED by the Senate and General Assembly of the State 

2 of New Jersey: 

1 1. Definitions.
 

2 As used in this act,
 

3 (1)" Corporation" means a corporation organized under any
 

4 law of this State heretofore, presently or hereafter in force, for a
 

5 purpose or purposes for which it corporation may be organized
 

6 under" An aet revising the General Corporation Law and estab­


7 lishing a new Title to be lmovvn as Title 14A, Corporations, General,
 

8 of the New .Tersey Statutes" approved November 21,1968 (P. L.
 

9 1968, c. 350).
 

10 (2) "Bank" includes 

11 (a) Every bank heretofore organized pursuant to "An aet 

12 concerning banks and banking (Revision of 1899)," approved 

13 ~1:arch 24, 1899; 

14 (b) Every trust company heretofore organized pursuant to 

15 "An act concerning trust compal1les (Revision of 1899)," 

16 approved March 24,1899; 

17 (c) Every bank or trust company heretofore organized 

18 pursuant to chapter 4 of Title 17 of the Revised Statutes; 

19 (d) Every bank and trust company heretofore authorized 

20 by any general or special law of this State to transact business 

21 as a bank or a trust company, or as both; 

22 (e) Every bank heretofore or lwreafter organized pursuant 

23 to articles 2 or 22 of " An act concerning banking and banking 

24 institutions (Revision of 1948)" approved April 29, 1948 

25 (P. L. 1948, c. 67). 

26 (3) "J\cquiring corporation" means a corporation whose board 

27 of directors has approved, and authori7,cd the execution of, a plan 
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28 of acquisition [lroviuing for the acquisition by such corporation of 

29 ownership of all the outstanding shares of capital stock of one or 

30 more banks; 

31 (4) "Participating bank" means a bank IdiOse board of directors 

32 has HIJproved, and authorized the execution of, a plan providing; 

33 for the acquisition by an acquiring corporation of O\vnersllill of all 

34 the outstanding shares of capital stock of fmch bank; 

35 (5)" Department" means the Depal'tmcmt of Ranking and 

36 Insurance of New .Jersey; 

37 (6)" Commissioner" means the Commissioner of Banking and 

:18 Insurance of New .Jersey. 

1 2. Acquisition of bank shares; denial of pre-emptive rights; act 

2 not exc1usiv.e. 

3 . (1) An acquiring corporation may, subject to the provisions of 

4 "An act concerning the ownership of bank stock in certain cases, 

5 defining certain terms in relation thereto, imposing certain resh'ic­

6 tions on such olvnership, providing for the enforcement of the act 

7 and for punishment of violations thereof, approved .June 5, 1957 

8 (P. L. 1957, c. 70), acquire ownership of all the outstanding shares 

9 of the capital stock of on0 or more banks in the manner provided 

10 by this act. 

11 (2) Shares of capital stock of an acquiring corporation, or otl:wl' 

12 securities convertible into such shares, ma~" be issncd 01' delivered 

13 in exchange for shares of capital stock of one or more participating 

14 banks pursuant to a plan of acquisition without first being offered 

15 to existing' shareholders of the acqui ring' corporation, (i) except, 

16 in the case of an acq.uiring corporation organized on or after 

17 January 1, 1069, as otherwise provided in its certificate of incor­

18 poration, or (ii) if, in the caRe of an acquiring; corporation organized 

19 prior to January 1, 19G9, its certificate of illcorp?ration, as amended, 

20 so provides. 

21 (3) The method of acquiring bank shares jluthorized by this act 

22 is not exclusive, but is in addition to any other JRwful methods for 

23 the acquisition of bank shares by corporations. 

1 3. Plan of acquisition. 

2 (1) The boards of directors of the corporation which seeks to 

3 become an acquiring corporation and of each bank Ivhidl seeh; to 

4 become a participating bank sh:11] 1:luthori;;c the execution of a plan 

5 for the acquisition by the such cOl'lJol'ation of ownership of all the 

6 outstanding shares of the capital stock of each such bank. 

7 (2) The plan of acquisition shall contain 

8 (a) The name and address of the acquiring corporation; 

9 (b) The name and address of each participating bank; 
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] 0 (c) The names and addresses of the members of the board of 

11 directors of tlle acquiring corporation; 

12 (d) The names and addresses of all banks some or all of 

13 whose shares of capital stock are owned by the acquiring 

14 corporation, "'lith the total number of shares of each such bank 

15 issued and outstanding, and the number of shares of each such 

16 bank owned by the acquiring corporation; 

17 (e) The terms and conditions of the acquisition, and the mode 

18 of carrying it into effect, including the manner of exchanging 

19 the shares of each participating bank for shares or other 

20 securities of the acquiring corporation, and including provi­

21 sions respecting the disposition of securities issued by a 

22 participating bank and convertible into shares of its capital 

23 stock, and. options granted to officers and employees of a 

24 participating bank to purchase shares of its capital stock; 

2[) (f) rrhe effective date of the plan of acquisition; 

26 (g) Such other provisions, including the payment of cash in 

2'7 lieu of the issuance of fractional shares, as may be necessary 

28 or appropriate to carry the plan of acquisition into effect. 

1 4. Approval of plan of acquisition by commissioner; review. 

2 (1) The plan of acquisition, executed by all the parties thereto, 

3 shall be submitted to the commissioner who shall, within 60 days 

4 from the date of such submission, endorse th~reon his approval or 

5 disapproval. If tll'? commissioner disapproves the plan of ac­

D quisition, be shaH forthwith file a memorandum in the department 

7 stnting the reasons for his disapproval, and shall mail a copy of 

8 tDe memorandum to the acquiring corporation and each partici ­

9 paUng banle The commissioner shall not withhold his approval 

10 unless he shnll find thnt Hw plan of acquisition contains provisions 

11 which do not conform to law, or that the plan of acquisition is not 

12 in t118 public interest. 

13 (2) The commissioner's disapproval of a plan of acquisition 

14 shall he Huhjed to review, hearing Dnel relief in the Superior Court 

15 in a proceeding in lieu of prerogative writ. 

1 5. Submission of plan to stockholders; filing. 

2 (1) If tbe commissioner approves the plan of acquisition, it 

:3 shall, within 120 days after the date of such approval, be submitted 

4 to the stockholders of each of the participating banks at separate 

;J meetings called for that purpose upon at least 20 days' notice 

6 given in the manner specified in section 81 of "An act concerning 

7 banking and banking institutions (Revision of 1948), approved 

8 April 2~), 1~)J8 (P. L. 1948, c. 6'7)." A copy of the plan of acquisi­
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9 tion shall be mailed to each stockllOlder of each participating bank 

10 with the notice of the stockllOlders' meetings. 

11 (2) If the plan is approved by the stockholders of one or more 

12 of tile participating banks holding at least % of the capital stock 

13 entitled to vote, that fact shall be certified as to each such bank 

14 by its president or a vice-president and the certifications shall be 

15 attached to the plan. The plan shall then be filed in the depart­

16 ment, and thereupon it shall become effective according to its 

17 terms as to the acquiring cOT'poration and each participating bank 

18 whose stockholders have aIJproved the plan of acquisition as pro­

19 vided in this section. 

1 6. Notice of dissent; "dissenting stockholder" defined. 

2 (1) Any r:;tockholder of a participating bank electing to dissent 

3 from the plan of acquisition may do so by filing with the par­

4 ticipating bank of which he is a stockholder, a written notice of 

5 such dissent, stating that he intends to demand payment for his 

6 shares if the plan of acquisition becomes effective. Such dissent 

7 shall be filed before the taking of the vote of the stockholders on 

8 the plan of acquisition pursnant to section 5. 

9 (2) '.Vithin 10 days after the date on which the plan of acquisi­

10 tion is approved by stockholders of a participating bank as pro­

11 vided in section 5 hereof, such bank shall give notice of such ap­

12 proval by certified mail to each stockholder who has filed written 

13 notice of dissent pursuant to subsection (1) of this section, except 

14 any who voted for or consented in writing to such plan of ac­

15 quisition. 

16 (3) Within 20 days after the mailing of such notice, any stock­

17 holder to whom the participating bank was required to give such 

18 notice, may make written demand on the participating bank for 

19 the payment of the fair value of his shares..A stockholder who 

20 makes a demand pursuant to this subsection (3) is hereafter in 

21 this act referred to as a "dissenting stockhQlder." Upon making 

22 such demand, the dissenting stockholder shall cease to have any 

23 rights of a stockholder except the right to be paid the fair value 

24 of his shares and any other rights of a dissenting stockholder under 

25 this act. 

26 (4) Not later than 20 days after demanding payment for his 

27 shares pursuant to this section, the stockholder shall submit the 

28 certificate or certificates representing such shares to the partici ­

29 pating bank of which he is a stockholder for notation thereon that 

30 such demand has been made, whereupon such certificate or cer­

31 tificates shall be returned to him. If shares represented by a 

32 certificate on which such notation has been made shall be trans­
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33 ferred, ('ach new eertifieate issued therefor shall bear similar IJota­

34 tiolJ, together with the name of tho original dissenting holder of 

35 such shares, and a transferee oJ: such shares shall acquire by snch 

36 transfer no rigllts other than those 'N11ioh the original dissenting 

37 stockholder bad after making a demand for payment of the fair 

38 value thereof. 

39 (5) A stooh:llOlder may not dissent as to less than all of the 

40 shares owned beneficinllv bv him. A nominee or fiduciarv mav nott' .,	 , ... 

41 dissent on behalf of any beneficial owner as to less than all of the 

42 shares of such O1,vner. 

1 7. Valuation date of fair valne.
 

2 For the purposes of this act, the fair value of the shares of a
 

3 participating bank shall be determined as of the day before the day
 

4 on which thB vote of stockholders of such bank was taken as pro­


5 vided in section 5. In determining fair value, there shall be excludecl
 

6 any appreciation or depreciation in value resulting from the con­


7 summation of the plan of acquisition.
 

1 8. Termination of right of stockholder to be paid the fair value
 

2 of his shares.
 

3 (1) The right of a dissenting stockholder to be paid the fair
 

4 value of his shares shall cease if
 

5 (a) He has failed to present his certificates for notation as
 

6 provided by subsection (4) of section 6, unless a court having
 

7 jurisdiction, for good and sufficient cause shown, shall other­

8 wise direct;
 

9 (b) His demand for payment is 1,vithdra'wn with the written
 

10 consent of the participating bank;
 

11 (c) The fair value of the shares is not agreed upon as pro­

·12	 vided in this act, and no action for the determination of fair 

13 value by the Superior Court is commenced within the time pro­

14 vided in this act; 

15 (d) The Superior Court determines that the stockholder is 

16 not entitled to payment for his shares; 

17 (e) The plan of acquisition of shares is abandoned, rescinded, 

18 or otherwise terminated in respect to the participating bank 

19 of which 11e is a stockholder; or 

20 (f) A court having jurisdiction permanently enjoins or sets 

21 aside the acquisition of shares. 

22 (2) In any case pl'OITided for in subsection (1) of this sectioll 

23 the rights of the dissenting stockholder as a stockholder shall be 

24 reinstated as of the date of the making of a demand for payment 

25 pursuant to section 6 without prejudice to any corporate action 

26 which has taken place during the interim period. In such event, he 
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2'7 shall be entitled to any intervening' pre-emptive rights and the right 

28 to payment of alIT intervening' dividend or other distribution, or 

29 if any such rights have expirecl or any such dividend or distribution 

:10 other Thall in cash has been completed, in lieu thereof, at the election 

31 of the participating' hank, the fail' value thereof ill cash as of the 

32 time of such expiration or completion. 

1 9. Rights of disscmting stockholder. 

2 (1) A dissenting btoch.holder may not withdraw his demand for 

3 payment of the fail' valne of his ::;hares ~without the written consent 

4 of thc padicipating bank. 

:5 (2) The enforcement hy a dissenting stockholder of his right to 

6 receive payment for his shares shall exclude the enforcement by 

7 such disscntiIig stockholder of any other right to which he might 

8 othenvise be entitled by virtue of shure ownership, except as pro­

9 vided insuhsection (2) of section 8 and except that this subsection 

10 shall not oxclude the right of such dissenting stockholder to bring 

11 or maintain an appropriate action to obtain relief on the ground 

12 that consummation of the plan of acquisition will be or is ultra 

13 vires, unhnl'flll or fraudulent as to such dissenting stockholder. 

1 10. Determination of fair valne by agreement. 

2 (1) Within 10 uays after the cxpirati011 of the period 'within 

3 which stockholders may make written demand to be paid the fair 

4 value of their sharos, or 'within 10 days after the plan of acquisition 

5 becomes effective, whichever' is later, the participating bank shall 

6 mail to each dissenting stockholder the balance sheet and the sur­

7 plus statement of the participating bank as of the latost available 

8 date, which shall not be earlier than 12 months prior to the making 

9 of the offer of payment hereinafter referred to in this subsection, 

10 and a pl'olit aud loss statement or statements for not less than a 

11 12-month period ended on the <.late of such bala11ce sheet 01', if the 

12 particilJating bank was not in existence for such 12-month period, 

1~ for the portion thereof during which it was in; existence. ffhe par­

14 ticipating bank may aCCOlllIll1.11Y such mailing with a written offer 

15 to pay each dissenting stocldlOlder for his shares at a speciiied 

16 price deemed by such bank to be thl:~ fair value thereof. Such oirer 

17 shall be lUclde aL the same IJrice per share to all clisscntillg stock-­

18 holders of tile sallle class, 01·, if llivide<.l lnto series, of the same 

19 sencs. 

20 (2).1£, Hot later than :-30 days afteI' tho expiration of the 10-day 

21 period limitod by subsection (1) of this section, the fair value of the 

22 shares is agreed UlJon betwecn any disscntillg' stockholdcr and the 

23 participating bank, paymellt therefor shall be made upon surrender 

24 of the certificate or certificates representing such shares. 
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1 11. Prol'cdure Oll failure to agTcc 111,on fair value; commencement, 

2 of action to determine fail' value. 

3 (1) If the fair value of the shares is not agreed upon within thc' 

4 30·day period limited by subsection (2) of section 10, the dissenting 

f) stockholder may serH upon the participating bank a written 

6 demand that it; commf'llce an action in the Superior Court for the 

7 determination of such fair value. Sueb demand shall he served not 

S later than 30 days after the e;:pindioll of the 3D-day period so 

j
 
9 lilnited and such ndion Nhnll be commenced by the participating'
 

10 bank Dot later than 30 days after receipt by such bank of such de­


it 

II mand, but nothing herein shall jJre,'ent such bank from commencing 

12 snch action at any earlier timp,1 
13 (2) If a participaLin,g bank fnils to commence the action as pro­

14 ,rided in sl1bs?etion (1) of thi::; section, a dissonting stockholder may 

15 do::;o in the name of such hank, 110t Inter than 60 days after the 

Hi expiration of the time limited by subsection (1) of this section in 

17 which such bank may commencc :mch an action. 

1 12. Action to dctermine fair yalue ;;iurisdic:tion of court; appoint­1
\	 

2 ment of appraiser. 

:-3 III any action to determine the fair value of sharcs pursuant toI
I 4 this aet: 
! 

5 (a) The Superior Court sh!::111 have jurisdiction and may proeeed 

6 in the action in a surnmary mn111wr or otherwise; 

7 (1)) All (1isscnting' stocld'Old(~J's, \vherever residing, except those 

B who haye agreed with tllC ])artiflpatil1g' hank upon the pTice to be 

o paid f01' their Cihares, dwl1 he nlac1c~ ral'ties fhereto !~_S an action 

10 ag'ainst their shares quasi in rem; 

11 (c) Tlw court in its djscj'(~tion m3;- appoint ilH nppnliser to 1'8­

12 ceive evidence and report to the court on the question of fair value, 

13 who shall have such pO-WCI' and rmthol'ity n:,; shall hc specif,crl ill 

14 the order of hi;;: ~lppointmel]j; and 

lfi (d) TllP conrt f)lwll rnlller jl'dgmcilt ag:i.inst the lJarticipating' 

] G bank and in favor of each stocIdlOlc1c>l' wJ;o is a party to the action 

17 for the amount of the fair ,-aIne of his shares. 

1 13. Judgment in action to determine fair value. 

2 (1) .::\. judgment for tho payment of the fair \"Etlne of shares 8hn11 

8 be payable upon surrender to the pnrheipatillg bank of the cor­

4 tillcate or ccrtificdc8 relH8senting such shares. 

5 (:2) 'The juc1grnent shall ilJduc1c all allO\vnuce for interest at snch 

6 rate as the court finds to be equitable, from the day of the meeting 

7 of stockholc1c,rs of the participating bank at which the plnll of 

8 acquisition was approved to the dny of payment. Jf the comt finds 

£) that the refu~m] of any dissenting- stockholder to accept any offer of 
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10 payment made by the participating bank under section 10 was 

11 arbitrary, vexatious or otherwise not in good faith, no interest shall 

12 be allowed to him. 

1 14. Costs and expenses of action. 

2 The costs and expenses of bringing an action pursuant to section 

3 11 shall be determined by the COlll't and shall be apportioned and 

4 assessed as the court may find equitable upon the parties or any of 

5 them. Such expenses shall include reasonable compensation for and 

6 reasonable expenses of the appraiser, if any, but shall exclude the 

7 fees and expenses of counsel for and experts employed by any 

8 party; but if the COlll't finds that the offer of payment made by the 

9 participating bank under section 10 was not made in good faith, or 

10 if no such offer was made, the court in its diseretion may award to 

11 any dissenting stockholder who if:! a party to the action reasonable 

12 fees and expenses of his counsel and of any experts employed by the 

13 dissenting stockholder. 

1 15. Disposition of shares. 

2 Upon paym.ent for shares pursuant to subsection (2) of section 

3 10, or upon payment of a judgment pursuant to subsection (1) of 

4 section 13, the participating bank making such payment shall 

5 acquire all the rig1lt, title and interest in and to such shares, not­

6 withstanding any other provision of law. Shares so acquired by the 

7 participating bank shall be disposed of as a stock dividend as pro­

8 vided by section 212 of the Banking Act of 1948, P. L. 1948, chapter 

9 67. 

1 16. This act shall take effect immediately. 

STATEMENT 

This bill implements P. L. 1968, chapter 416, concerning bank 

holding companies. It provides the procedure for the acquisition by 

a corporation, subject to the New Jersey bank holding company 

law, of the shares of a bank pursnant to resolution of the bank's 

directors, and with the appro\-al of the holders of not less than % 
of the issued and outstanding shares of stock of the bank. Provision 

is made for the payment to dissenting shareholders of the fair value 

of their shares. The procpdlll'e is patterned after that provided for 

general business corporations by chapter 11 of Title 14A, Corpora­

tions, General, of the New .Jersey Statutes. '1'he banking laws of 

New York have a similar provision. 
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