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CIIP'l'EI ~ LAWS 0' ••J. 19 9/, 
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SENA-TE, N6. 1467
 

STATE OF NEW JERSEY
 
JNTHOI1P($J) .'ASHARY 21, 19R6 

By Henator OUF.CHTO 

Rf>ff>rred to (~orl1tllitt('(> on Llihor, Jnc)l1Rtry and ProfeRRioDf' 

AN ACT permitting- ('prtuin hank holdin~ c~oDlpunies to acquire 

hanks or hunk holdin~ ('omplmi(\~ anrl NlIpplementingo P. L. 1948, 

c. 67 (C. 17 :9A-t et seq.). 

1 BE IT ENACTED by ti,e Setlate and General As.r;embly of the State 

2 of New Jersey: 

I 1. As used in this act: 

2 a. "Bank," "hank holdin~ (,olllpany," and "eontrol" Khan IU1\'e th.· 
3 meanings set fOlth in the fetleral "Bank Holding Company Act of 

4 1956," 70 Stat. 133 (12 U. S. C. ~ tRoll et seq.); prCtvided, however, 

5 the term "bank" shall not in('lude a state or federally ('hartered 

6 mutual or capital stock "nvhiR8 baok 14!\d. sh:1U not include an i11­

7 8titution which limits its l>(·tivitic8 to the conduct of activities that 

8 may he performed hy a trust ('-ampan)' (including at"tivities of Ii 

9 fidueiary, agen<>y or ('u~todjal lIatur~) as those activities are per­

10 mitted by the Board of Governors of the Federal Resen'fI System 

11 under section 4 of the fl'deral U Bank Holding Company Act of 

12 1956," 70 Stat. 135 (12 U, S. C. § 1843). 

13 b. "Banking suhsidiary" means a bank or bank holding company, 

14 more than 50% of the stock of which is eontrolled by a bank hold­

15 ing company. 

16 c, "Central-Atlantic Re~on" m(»sns the 8tates of New Jersey, 

11 Delaware. JIlinois. Indiana, Kentucky, )faryJand, Michigan, l{is­
" 

18 souri, Ohio, Pel,lIIsylvania, Tenne8fo1cc, Vir,,;inia, West Virginia, 

19 Wisconsin and the District of Columbia. 

20 d. "Commereial hank deposits" means the total doinestic deposits 

21 in commercial hanks in each state according to the mOlt recent ,:i 

22 statistics of the Federal Deposit Insurance Corporation or the 
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23 Federal Reserve System or, if those statistics ar£' not a'\"ailable, 

24 from sources desiv,nated h~' the commissioner. 

25 e. "COHllllisSIOllt'r'· Ilj{'.uns the '>mmissioner of Bankin~ of Xew 

26 Jersey. 

27 f. "J<:Ji~.dhlC' l'hlte" 1IIC'1l1lZ; Iln)" stnt(' which ml'l'ts ('ithl'r or hoth 

28 of the followill~ ('ondition!l: 

29 (l) AllY loitatl' ill thc' (\'lJtral-Atialltic Regiort, whell at Il'ast three 

30 of those states (in addition to this State), each of which has at least 

31 $20,000,000,000.00 in commercial bank deposits, have reciprocal 

32 legislation in eftC'ct, and 

33 (2) All)' stllte or territor~· of the United States, when at least 

34 13 statet; ill addition to this state (for this purpose the District of 

35 Columbin is im·luul'd as a state, hut all other territories are ex­

36 eluded), at least four (other than this state) of which are among 

37 the 10 states (other tban this State) with tbe largest amount of 

38 commercial hallk deposits, have reciprocal legislation in effect. 

39 g. "Elihrible bank holding company" means a hank holding com­

40 pany: 

41 (l) Lor-ated in lUI eli~ihle state which has reciprocal legislation 

42 in effeC!t, other t1la1l this State; 

43 (2) Which is not directly or indirectly contr,olled by a bank hold­

44 ing company which .s not located in an eligible state; and 

45 (3) Which has at least 75% of the total aggregate deposits of 

46 its banking subsidiRries in banking subsidiaries located in an eligi­

47 ble state or eligible states. 

48 h. (1) '.'Location" or "located" when referring to a bank means 

49 the state in which the amount of aggregate deposits of all of its of­

50 fiees in tbat state is greater than the amount of aggregate deposits 

51 01 all its ofJices in anyone other state or foreign jurisdiction. 

52 (2) "Location" or "Iocat~d" when referring to a bank holding 

53 company means the state in which the amount of aggregate de­

54 posits of aU of its 'lankiJl~ subsidiaries in that state is greater. 

55 than the amount of ag~re~ate deposits of all of its banking sub. 

56 sidiaries in any olle other state or foreign jU1i~diction. 

51 i. "Re~~Jlrocallegislation" means statutory law of a state of the 

58 United S·~ateH (including the District of Columbia) which antho­

59 rizes or permits a hank holding company located in this State to 

60 acquire hanks or bank holding companies located in that state on 

61 terms and eonditions substantially the same a~ the terms and con­

62 ditioDl pursuant to which a bank holding company located in that 
63 state may acquire banks or bank holding companies located in that 
64 state. The fact that the law of that other state imposes limitations 

65 or restrictions on the acquisition of banks or' bank holding com­
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66 panies located in that stnte by a bank or hunk holding company 

67 located in this: State ",hall Hot nl'('essarily mean that tbe law of 

68 that state is IIlH I'CC'iJlI O('ill Ip~islatioll: provided, however, that if 

69 the law of the otllerlituit! iilnits ucquisiti(Jil8 hy II. bank or bank 

70 holding company locntt'd in this State to banks or balll\: holding 

71 companies which ure not il, cOlll}l(!titioll with banks or hank hold­

72 iug cOIJl}>ani(~s If)f,uted in or chartered hy that state or to banks or 

73 hank holding (~Oml)ullics which 110 not have customary banking de­

74 posit and COIJlluer('iul loan ]lowers, the law of that other state 

75 shull not l)f~ re"iprocnl legi81ation. If the reciprocal legislation of 

76 that other stat(· ;IIIPOSPS limitations or restrictions on the acquisi­

77 tioll or oWllerlo1hip of a bank or hank holding company located in 

7H that state h~' a hunk holding compun~' located in this State, sub­

79 stuntiall)' the lSUJlW Iimitatiolls and restrictions shall he applicable 

80 to the eligible bald, Jlolding company located in that other state 

81 witb respect to ;t8 acquisition of hanks or bank holding companies 

82 located in this State. 

1 2. a. Notwitbstanding the provisions ot' any other law of this 

2 State, an eligilhle bank holding company ma)· acquire and retain 

3 control of a bank or banks located in this Statel providing the 

4 following conditions are complied with: 

5 (1) At the tilll(' of thp ncquisition of control of the bank or ballks 

G located in this Htntp, ttl(' hank holding compauy if! nn eligible bank 

7 holding company locat~d in all f>ligibJe state whichr has reciprocal 

8 legislation in ptYeet; 

9 (2) The eligihl(' hank holdiilg company shall have more than 50% 

10 of the total agJ!;'Te~ate deposits of its banking subsidiaries in bank­

11 ing suhsidiarif:~lo1 loC'at"d in un eJi~ible state or eligible states each 

12 of which has rC('iprm'al legislation in effect; and. 

13 (3) At the time of the aequisition or control of the bank or banks 

14 located in U.is State, the acquisition will not result in the eligible 

15 bank holding company exceeding the limitations on stock ownership 

16 imposed by suhsection (a) of section 2 of P. L. 1957, c. 70 (C. 

17 I7:9A-345). Tl~is paragraph shall not prevent (a) an eligible bank 
.*, 

18 holding cOJllpally whid. does /lot OWII more than 25% of the stock 

19 of a bank located in this State from acquiring J>wnership and 

20 thereafter owning more than 10% of the stock of another bank 

21 located in this Stah' or several other banks loCated in this State, 

22 the deposits of· which in tlie aggregate exceed the deposit limita­

23 tions in subseetion (a) or section 2 of P. L.1957, c. 70 (C. 

24 17:9A-345); prO\·ided, however, in the event of the ownership of 

25 more than 10,0 of the stoek of more than one bank located in thia 

26 State, such batIks located in this State must have been controlled 

f 
I 



27 by one cl'fllllJallY at tht' tiDle of the acquisition, or (u) Ii company
 

it:) whicIt, inl\mediately prior to the acquisition of cOlltrol of a bank
 

2~) or banks locate' I " •.it,,;.'!.· of thi" 8tnt~, ;;i a blUlk holdill~ company
 

:{O locatcd i/l tllis State' who:;e suhsidiaries which; 1m' halll;::-; located in
 

:n this State hu vt~ in the l1ggregate deposits ill excess of th(> deposit
 

32 limitations in subsection (a) of isectioll 2 of ,Po L. 1957, C. 70 (C.
 

33 17 :9A-345) frolll li<'quirilJg control of or controlling Ii bank or
 

34 hauks located outsiu" of tlti" StatH, For purposeN of this Jlara~raI,h,
 

:~;} the terwl' "hank:' "N1IllI'UlJy," "bnuk located outside' of this State,"
 

36 "banl;: locult'd iu this Stah'," "stock," "subsidiary;' "own," "owner,"
 

:H "owued," "owll"I·~IJI\I." lilld "hallk holdinK company located in thilil
 

:~H Statc" shall IIll\'!' the IIICUllill,!{S ,!{I\'en those t('I'lJIS in P. L. 1957, c. 70
 

39 (C. 17 :~I..:\ -:l44 et :ieq.).
 

40 The COll1l1Ji,."iOlll'r shall have the authority to promulgate ,regu­


41 lations fur elJrOrCt~UlclJt of the conditions of tbis subsectioll.
 

42 lJ. XotltilJ~ in thil'i act ~hall he deemed to eliminate, reduce or
 

4:~ waive all'~;, rights of any shareholders of the bank or balJk holdin~
 

44 compan~' "ein~ aC(juired pursuant to any applicahlt~ law reKarding
 

4f) those rights.
 

46 c. In tilt' e\"(mt an cligihle hank holdin~ conlpuny whirh controls
 

47 :1 bunk 01' ),alJkH in this Stute' UJuJ in olle or 1JI01'e t·lil{ihJ£" statcs foIhall 

4R (~eaH(~ to be lin I'li,.,dhlt· bank holding compallY (1) aM a r(>8ult of 

4!J ohtainill,!{ control of a bank or hanks located in a state wlli('h if; not 

50 an eligible state 01' tbis Rtatp., or (~)) va result of havin~ control 

51 of it obtained hy a hank or hank holding company which is not an 

;'2 eJigihle hu.llk holdilJl{ compun~', then such hank holdill~ f;hall within 

53 oue year make such divestitures as are necell8ary to comply with the 

54 provisions of this aet. The eOlwllissioner shall promulgat.e regula­
i, 55 tions to provide a procedure for divestiture. 
t 

("
J" 56 d. Notwithstanding the provisioDS of this act, a bank holding
t'­
f' 

L 57 compaD)' foIhall 1I0t he requil'('d to divest its control of any bank asi' 
i 58 a result of allY suhsequent change in, or invalidity of, the laws of 
r• 
~ ! 

59 this State,alJother !'ltnte or the Uuited States oras a result of a stateI 

"l'
i 60 ceasing fol, aDy other rea"011 to he all eligible state. 

] :1. a. KotwitltMtandilJ1{ tlte provisions of any other law of this

f 2 Statt'. a bulJk holdillK com])an~' located in this State OIay acquire
~ 
I :~ a bank or bank holdinl{ compau)' located in an~' eli~ible state other 
~ 
~' 

4 than this State. 

r 5 b. Xothillg in tbis act or in aD)' other Jaw of this State shall be 
"! 

6 deemed to, prohihit or lindt fl bank holding eGmpaDy located in 

1 this State fr:om acquirilJ~ a bank or bank holding compallY located 

8 in any jUl·j~diction other than all eli~ble state, which acquisition 

9 is othen-ise permitted by applicable law of the Unib!d States or 
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10 an)" other l!ti~te, provided that, if the bank holding company be­

II comes a baJl~ holding company not located in this State, it must 

12 comply witll tIle provisions of this act if it is to COlltillue to control 

13 a bll!lk or bani, holer!!:" ;>n.·llpan~· locnf·.l in this State. 

14 c. Thi!t act shall lIot upply to the acquisition of a ballk located 

15 in this State hy u bUJlk holdill~ compony located . I thi" State. 

J 4. ·'1'lIi8 act shall tuke eff~(~t 011 the 30th day aft:er enactment but 

2 section 2 of this act Hhall remain inoperative wltil such time as the 

:1 COlIllJlissiollC~ dl·teruliues that the number of eligible states, as 

4 defined in and rl!qlajrt~d by 8uhlil:ctioll (f) of section 1 of tllis act 

5 has been estnhlislICd alld lIutil the eno.dJllent of. Senate Bill No 

6 1466 of 1986. 

STATEMENT 

1'his blll permits bunk holding companies to acquire hanks or 

hank holdin~ companies on a reciprocal interstate hasis under cer­

taill conditiOilS and limitations. The legislation complies with the 

provisions ()f1the f'<''lJ~ral Bank Holding CornlJ8ny A(~t of' J!)flfi. Bnd 

the Douglas AJWmclrllPnhl t11,~reto, whicll llermit IItlltt~K to I'nnd 

interstate buukillg nrr,mKemellts. 

A recent deeisiou of the United States Supreme Court (North­

east BtJtU;OrlJ. et oJ. v. Board of Governors of tie Federal Re~'erve 

System, decided June 10, 1985) affinucd the rights of states to 

establish regional interstate bank holding compallY laws. Cou­

necticut, Maine and Rhode Island have ~ilN·ted laws providing for 

a New Engla'ld holdin~ company region (in whieb Maine can also 

participate because it pemlits 8uch companies '\"001 anywhere ill 

the nation to acquire its banks under certain conditions). There 

is a Southeast Region in which Florida, Georgia and North Caro­

lina have estahlislled regional interstate reciprocity eiTective July 

1,1985, with South Carolina to join them on Jan~ry 1, 1986, and 

with other southern states eligible to join if they enact similar laws. 

The Supreme Court opinion reports that at least 17 state legis­

latures have considered regional legistlation. At leut 12 of them 

reached elJ8ctlilent. In addition to Maine, Alaak.Cl and New York 

have enacted natiollwide holding compaDY IaWH. Five other states 

have laws which will trigger JJ8tionwide· bank bolding company 

reciprocity: .Arizona and Rhode. IslaDd in 1986. Kentucky and 

WuhingtoJl ill 1987, and Nevada in 1989. Several of them have 

regional reciprocity in the interim. 

The New Jersey Bankers Association bu baa a task force lJtudy­

ing intel'8tut~ banking since 1983, which bume~ and eschanged 

views with similar bodies in other atatee, and. the"New Jersey,De. 

partmeDt of Banking hu monitored de"~ta. 
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This bill sds out coltditioiHi undor which New Jersey would 

participate ill ;/Iter~tate bank holdingcoOJpany r~iprocity on either 

a Jlatiunal 'or lI~gTi; :;.; h8is and ":'I:~L ""ould inl'ure the oi'derly 

growth of b8nkin~ allli broad hankiug ser\'icee'to the citizens and 

businesses of Xew Jersey. 

A Ceutrnl-At1untic Hl~~ion is established when llny three states 
I 

among Pehnsyh"ania, Tellll(~SlS('e, .Mnr)·land,' Ohio, Kentucky, 

Illinois, Illdiuna, ~fichigan, Missuuri. Virginia rind Wisconsin per-
I 

mit a hank holdiug company located ill New Jersey to acquire a 

hunk or holl1ing ('ompuny in thosl'~ states. Once the re~ion is 

Nitllb1ished, this ~,~w Jersey law would offer reciprocity with 

IlI·Jawnre, ])i~t rit·t Ill" Columhia Rnd West Virginia, too. 

'Vhen at 1('lIst ]:l fojtate~, including at least four of the 10 largest 

by total eOD~lIJer('ial hank deposits, permit a hank holding company 

located in ~~ew Jers(~y to acquire banks or holding companies 10­

t=atcd tllere, ~ew J(~rsey would permit holding companies in those 

etates to acquire New Jersey banks or holding companies, and would 

offer similar r£>ciprocity to any other state', on ~ national basis. 

Under this hill, banks would not have branch offices in more than 

one state, Il11t the corporato owners would be permitted to own 

banks ill the stutes eligihle to reciprocate with New Jersey under 

either therl'gional or national plan. Individual banks or holding 

companies 'rould have the right to remain as they are on a local 

or within-s'ute basiH, or to have tht h~uk join a holding company 

in eligible states. 
f' , 

Bank holding compan~' controls, such 88 P. L.. 1957, c. 70 (C. 

17 :!)A-344 et seq.). remain in luJllorce and effect, and allY limita­

tions on holding companies in (~ligible states also would apply to 

their compauies in any New Jersey aequiaition. ; 

The regional provision would permit New J~I'8eY bank holding 

('ompanies tl,) expand into nearhy states of simjJar economic scale, 

and vice versa, encouraging competition. The Central-Atlantic 

Hegioll '8 1.4 IituteH together have total dOllie8tic· commercial bank 

deposits (at $535 !Jillion) about equal to the three largest atates 

to:""ether (1\ew York, California and Texaa).(FACh of the five 

largest banks ill New York has usets eueecJiJ.ag the total auets 

of all 120 New .Jerl1ey b8nk.B.) 'rhe regional approach will allow 

New Jerse)' to remain economically strong, ~ a leader in the 

region. 

A companion hill, the "New Jersey Ban~ Oversight and 

Chapge of Control Act," provides the Con1Jn,l~Der of Banking 

with added supervision, including reportiug i~d examiDatioD re­

quirement. 011 ballk bolding companiea,,~hi.:G~ouJd iuelude oat­
, ----'-i'::~' 
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of-state holding COBllj8l1ies ncquirinft New Jp.rsey banks under tbll'l 
. r 

act. It also includes l\ ('han~e.of·eontrol provision, requiring ap­

proval of thl~ f'OII11nis;;inn('r of Bl\llkinJ.; for any indl\"idnal or 

company aeQuirjn~ ('i)lJtrnl of a ~tate hank. 

All other husiu('!'s('s, ('x('('pt hankin~. are interstate In nature. , '.< 

This bill will ]wrmit int('r8tat(' hank o\\""Jlership and operation. 

while retaining the State lilW for the individual bank dealing- with 

consumers. 

Banking and Financial Instituti'1,)ns 

Permits intErrstate banking. 

Provides fow: reciprocal, regional interstate banking. 
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10 any other state, provided that, if the bank holding .company be­

II comes a bank holding company not located in this State, it must 

12 comply with the provisions of this act if it i~ to continue to control 

13 a bank or bank holding company located in this State. 

14 c. This act shall not apply to the a~ition of a bank loeated 

15 in this State by a bank holding company located in this State. 

1 4. This act shall take effect on the 30th day afterenactnlent but 

2 section 2 of this act shall remain inoperative until slllCh time as the 

3 commissioner deter:mines t:hat the Jitumoor of eligible states, as 

4 defined in and required by subseciion (f) of seCition 1 of this act 

5 has been established and until the enactmentti>i Senate Bill No. 

6 1466 of 19-86.. 

STATEMENT 
This bill permits bank holding companies to acquire banks or 

bank holding companies on a reciprocal interstate ba&,is under cer­

tain conditions and limitations. The legislation complies with the 

provisions of the federal Brunk Holdillg .company Act of 1956, and 

the Douglas Amendments thereto, whieh permit states to enact 

interstate banking aTrangements. 

A recent decision of the United States Slolpreme Court (North­

east Bancolfp. et al. v. Bowrd of Goverrn,Qrs of tke Federal Reserve 

System, decided June 10, 1985) affirmed the Tights of states to 

establish regional interstate bank holding company laws. ·Con­

necticut, Maine and Rhode Island have enacted 'la,ws lYroviding for 

a New England holding company region (in which Maine can also 

participate because it permrts such companies from any:whel'e in 

the nation to acquire iis banks under ooJ'tain ,eonditions).There 

is a Southeast Regi@ninwhieh Florida, Georgia and North Caro­

lina have established regional interstatereci-procity ·effective July 

1, 1985, with South Carolina to join them on January 1, 1986, and 

with other southern states eligible .to join if they eIlact simi:lar laws. 

The Supreme Court opini0n reports that ai least 17 staJte 1legis­

latures have considered regionallegistlB!tioIl. At :le~ 1:2 gf'them 

reached enactment. rn adcllition to Maine., .Alaska and New York 

have -enacted nationwide holding company laws. Fiv~othe'f states 

have laws which will trigger nationwide baukholding company 

reciprocity: Ari'Zona and Rhode Island in 1986, Kentucky and 

Washington in 1987, and Nevada in 1989. Several of them. have 

regional reciprocity in the interim. 

The New Jersey Bankers Association has had a task force study­

ing interstate banking since 1983, which has met and exchanged 

views with similar bodies in other &tates, and the New Jersey 'De­

partment of Banking has monitored developments. 
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This bill sets out conditions under which New Jersey would 

participate in interstate bank holding company reciprocity on either 

a national or regional basis and which would insure the orderly 

growth of banking and broad banking services to the citizens and 

businesses of New Jersey. 

A Central-Atlantic Region is established when any three states 

among Pennsylvania, Tennessee, Maryland, Ohio, Kentucky, 

Illinois, Indiana, Michigan, Missouri, Virginia and ·Wisconsin per­

mit a bank holding company located in New Jersey to acqUIre a 

bank or holding company in those states. Once the region is 

established, this New Jersey law would offer reciprocity with 

Delaware, District of Columbia and Vvest Virginia, too. 

'When at least 13 states, including at least four of the 10 largest 

by total commercial bank deposits, permit a bank holding company 

located in New Jersey to acquire banks or holding companies lo~ 

cated there, New Jersey would permit holding companies in those 

states to acquire New Jersey banks or holding companies, and would 

offer similar reciprocity to any other state, on a national basis. 

Under this bill, banks would not have branch offices in more than 

one state, but the corporate owners would be permitted to own 

banks in the states eligible to reciprocate with New Jersey under 

either the regional or national plan. Individual banks or holding 

companies would have the right to remain as they are on a local 

or within-state basis, or to have the bank join a holding company 

in eligible states. 

Bank holding company controls, such as P. L. 1957, c. 70 (C. 

17 :9A-344 et seq.), remain in full force and effect, and any limita­

tions on holding companies in eligible states also would apply to 

their companies in any New Jersey acquisition. 

The regional provision would permit New Jersey bank holding 

companies to expand into nearby states of similar economic scale, 

and vice versa, encouraging competition. The Central-Atlantic 

Region's 14 states together have total domestic commercial bank 

deposits (at $535 billion) about equal to the three largest states 

together (New York, California and Texas). (Each of the five 

largest banks in New York has assets exceeding the total assets 

of all 120 New Jersey banks.) The regional approach will allow 

New Jersey to remain economically strong, and a leader in the 

region. 

A companion bill, the "New Jersey Banking Oversight and 

. Change of Control Act," provides the Commissioner of Banking 

with added supervision, including reporting and examination re­

quirements on bank holding eompanies, which would include out­
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of-state holding companies acquiring New ,Jp,rsey banks under tblf' 

act. It also includes a change-of-control provision, requiring ap­

proval of the Commissioner of Banking for any individual or 

company acquiring control of a State bank. 

All other businesses, except banking, are interstate III nature. 

This bill will permit interstate bank ownership and operation, 

while retaining the State line for the individual bank dealing with 

consumers. 

Banking and Financial Institutions 

Permits interstate banking. 

Provides for reciprocal, regional interstate banking. 
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SENATE LABOR, INDUSTRY AND PROFESSIONS 
COMMITTEE 

STATEMENT TO 

SENATE, No. 1467 

STATE OF NEW JERSEY 
DATED: MARCH 6, 1986 

This bill establishes regional and national interstate banking on a 

reciprocal basis under certain circumstances. 

This bill supplements P. L. Hi48, c. 67 (C. 17 :9A-1 et seq.), referred 

to as the "Banking Act of 1!J4t-l" to establish a Central-Atlantic region 

for interstate banking consisting of New Jersey, Delaware, Illinois, 

Indiana, Kentucky, Maryland, IVEchigan, Missouri, Ohio, Pennsylvania, 

Tennessee, Virginia, \Vest Virginia, Wisconsin, and the District of 

Columbia. If any three of these states with at least $20 billion in com­

mercial bank deposits each, excluding Now Jersey and, also, Delaware, 

the District of Columbia and West \rirginia, because each currently 

has less than $20 billion in deposits, adopt legislation permitting New 

Jersey based bank holding companies to acquire banks or bank holding 

companies in their states, then tbe region would be established. This 

means that, if any state in the region adopts or has adopted legislation 

permitting New Jersey based bank holding companies to acquire banks 

or bank holding companies in its state, then bank holding companies 

in that state could acquire Lanks and Lank holding companies in New 

Jersey. 

When at least 13 states, including at least four of the 10 largest in 

to nation by total commercial bank deposits, permit bank holding com­

panies located in New .Jersey to acquire banks or bank holding COUl-­

panies located there, New Jersey would permit bank holding companies 

in those states to acquire New Jersey banks or bank holding companies, 

and would offer similar reciprocity to any other state, on a national 

basis. 

Bank holding company controls, such as the limitation on the per­

centage of the total deposits of all banks in this State that a holding 

company may control, remain in effect and any limitation on holding 

companies in states with which New Jersey has reciprocity also would 

apply to their bank holding companies in any acquisition in New .Jersey. 

The bill has anti-leapfrog provisions which prohibit a bank holding 

company in an eligible state which has reciprocity with New Jersey 

from purchasing a bank or bank holding company in New Jersey if it 
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is directly or indirectly controlled by a bank holding company which 

is not located in an eligible state; if it has less than 75% of the total 

aggregate deposits of its banking subsidiaries in banking subsidiaries 

located in an eligible state or states; or if it has 500/0 or less of the 

total aggregate deposits of its banking subsidiaries in banking sub­

sidiaries located in an eligible state or states with reciprocal legisla­

tion. If any bank holding company ceases to meet these tests after it 

has acquired a bank or bank holding company, its holdings in New 

.Jersey must be divested in accord with regulations to be promulgated 

by the Commissioner of Banking. 

Lastly, the bill preserves the rights of shareholders of banks or bank 

holding companies being acquired under the provisions of the bill. The 

provisions of the bill do not apply to the acquisition of any hank or 

hank holding company located in New .Jersey by a bank holding com­

pany located in New .Jersey. 

This bill will not become effective until Senate Bill No. 1466 of 1986 

is enacted 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-l467/ 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 cOmmerCia ban~s. ip. ~th:"~ Sta.~~ •.:... I. 
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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. 

* * * * 
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 qan 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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