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New Jersey. Legislature. Assembly. Banking and Insurance Subcommittee.
Public hearing, held 2-13-85 and %#-3-85 on depository institution
regulations.

New Jersey. Legislature. General Assembly. Financial Institutions
Committee.

Public hearing on A1808 and A1809, held February 20, 1986.

Trenton, 1986.

See newspaper clipping file in New Jersey Reference Department under "N.J. - Banking-
1985" and "N.J. - Banking - 1986".

S1466, enacted as L. 1986 c. 4, effective 3-24-86.

S1467, proposed as S3506 during 1984-85 Legislative Session.
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INTRODUCED JANUARY 21, 1986
By Senator ORECHIO
Referred to Committee on Labor, Industry and Professions

AN Acr permitting certain bank holding companies to aequire
banks or bank holding companies and supplementing P. L. 1948,
e. 67 (C. 17:9A-1 et seq.).

BE 1T ENACTED by the Senate and General Assembly of the State
of New Jersey:

1. As used in this act: ‘

a. “Bank,” “bank holding company,” and “control” shall have the
meanings set forth in the federal ‘‘ Bank Holding Company Aect of
1956,”’ 70 Stat. 133 (12 U. S. C. § 1841 et seq.) ; previded, however,
the term “bank” shall not include a state or federally chartered
mutual or capital stock savings bank und shiall not include an in-
stitution which limits its uctivities to the conduct of aectivities that
may be performed by a trust company (including activities of a
fidueciary, agency or custodial nature) as those activities are per-
mitted by the Board of Governors of the Federal Reserve System
under section 4 of the federal ‘‘Bank Holding Company Act of
1956,”” 70 Stat. 135 (12 C. S. C. § 1843).

h. “Banking subsidiary” means a bank or bank holding company,
more than 50% of the stock of which is controlled by a bank hold-
ing ecompany.

c. “Central-Atlantic Region” means the states of New Jersey,
Delaware. Ilinois. Indiana, Kentucky, Maryland, Michigan, Mis-
souri, Ohio, Peljmsylvania, Tennessee, Virginia, West Virginia,
Wisconsin and the District of Columbia. _

d. “Commercial bank deposits” means the total domestic deposits
in commercial banks in each state according to the most recent
statistics of the Federal Deposit Insurance Corpbration or the
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Federal Reserve System or, if those statistics are not available,
from sources designated by the commissioner.

e. “Cornmissionsr” uieuns the £ -mmissioner of Banking of New
Jersey.

f. “Eligible state™ means any state which meets either or hoth
of the following conditions: '.

(1) Any state in the Central-Atlantie Regioﬂ, when at least three
of those states (in addition to this State), each of which has af least
$20,000,000,000.00 in commercial bank deposits, have reciprocal
legislation in effect, and

(2) Auy state or territory of the United States, when at least
13 states in addition to this state (for this purpose the District of
Columbia is included as a state, but all other territories are ex-
cluded), at least four (other than this state) of which are among
the 10 states (other than this State) with the largest amount of
commercial bank deposits, have reciprocal legislation in effect.

g. “Eligible bank holding company” means a bank holding com-
pany: .

(1) Logated in an eligible state which has reciprocal legislation
in effeet, other than this State;

(2) Which is not directly or indireectly controlled by a bank hold-
ing eompany which .s not located in an eligible state; and

(3) Which has at least 75% of the total aggregate deposits of
its banking subsidiaries in banking subsidiaries located in an eligi-
ble state or eligibie states. (

. (1) “Location” or “located” when referring to a bank means
the state in which the amount of aggregate deposits of all of its of-
fices in that state is greater than the amount of aggregate deposits
of all its offices in any one other state or foreign jurisdiction.

(2) “Location” or “located” when referring to a bank holding
company means the state in which the amount of aggregate de-
posits of all of its sanking subsidiaries in that state is greater
than the amount of aggregate deposits of all of its banking sub-
sidiaries in any one other state or foreign jurisdietion.

i. “Reciprocal legislation” means statutory law of a state of the
United States (including the Distriet of Columbia) which autho-
rizes or permits a bank holding company loeated in this State to
acquire banks or bank holding companies locé_ted in that state on
terms and conditions substantially the same aﬁ; the terms and con-
ditions pursuant to which a bank holding company located in that
state may acquire banks or bank holding companies located in that
state. The fact that the law of that other sta_te'imposes limitatidns
or restrictions on the acquisition of banks or bank holding eom-
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panies located in that state by a bank or hank holding ecompany
located in this, State shall not necessarily mean that the law of
that state is ndt reciprocal legislation: provided, however, that if
the law of the oilier staie iimits uequisitioss by s bank or bank
holding company located in this State to banks or bank holding
companies which are not in competition with banks or bank hold-
ing companies located in or chartered by that state or to banks or
bank holding companies which do not have customﬂry banking de-
posit and commercial loan powers, the law of that other state
shall not be reeciprocal legislation. If the reciprocal legislation of
that other stat¢ imiposes limitations or restrictions on the acquisi-
tion or ownership of a bank or bank holding company located in
that state by a bank holding company located in this State, sub-
stantially the same limitations and restriciions shall be applicable
to the eligible bank lholding company located in that other state
with respeet to its acquisition of banks or bank holding companies
located in this State. T

2. a. Notwithstanding the provisions of any other law of this
State, an eligible bank lolding company may acquire and retain
control of a bank or banks located in this State providing the
following conditions are complied with:

(1) At the time of the acquisition of control of thé bank or banks
located in this State, the bank holding ecompany is an eligible bank
holding company located in au eligible state which has reciprocal
legislation in effect;

(2) The eligible bank holding company shall have more than 50%
of the total aggrezate deposits of its hanking subsidiaries in bank-
ing subsidiaries located in an eligible state or eligible states each
of which has reciprocal legislation in effect; and .

(3) At the time of the acquisition of control of the bank or banks
located in this State, the acquisition will not result in the eligible
bank holding company exceeding the limitations on stock ownership
imposed by subsection (a) of section 2 of P. L. 1957, e¢. 70 (C.
17:9A-345). This paragraph shall not prevent (a) an eligible bank
holding eompaity which does not own more than 25% of the stock
of a bank located in this State from acquiring ownership and
thereafter owning more than 10% of the stock of another bank
located in this State or several other banks located in this State,
the deposits of which in the aggregate exceed the deposit limita-
tions in subsection (a) of section 2 of P. L. 1957, e. 70 (C.
17:9A-343) ; provided, however, in the event of the ownership of
more than 109% of the stoek of more than one bank located in this
State, such banks located in this State must have been controlled
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by one c¢¢mpany at the time of the acquisition, or (b) a company
which, iuﬁmediately prior to the aequisition of coutrol of a bank
or banks locates? ssiteide of this State. is a bunk holding company
located in this State whose subsidiaries whielr are bauks located in
this State have in the aggregate deposits in excess of the deposit
limitations in subscection (a) of section 2 of P. L. 1957, e. 70 (C.
17:9A-345) from acguiring control of or cdntrolling a4 bank or
banks located outside of this State. For purposes of this paragraph,
the terms “hank.” “company,” “bank located outside of this State,”

" “owner,”

“bank located in this State,” “stoek,” “subsidiary,” “own,
“owned,” “ownershnp,” and “bank holding company located in this
State” shall have the meanings given those terms in I, L. 1957, ¢. 70
(C. 17:9A-344 et seq.). T

The commissioner shall have the authority to promulgate regu-
lations for enforcement of the conditions of this subsection.

b. Nothing in this act shall be deemed to eliminate, reduce or
waive auy; rights of any shareholders of the bank or bank holding
company »eing acquired pursuant to any applicable law regarding
those rights.

c. In the event an eligible bank holding conipzm_v which controls
a bank or banks in this State and in one or more eligible states shall
cease to be an eligible bank holding eompany (1) as a result of
obtaining contro! of a bank or hanks lncated in a state which is not
an eligible state or this State. or ¢} a¢ a result of having control
of it obtained by a bank or bank helding company which is not an
eligible bunk holding company, then such hank holding shall within
one year make such divestitures as are necessary to comply with the
provisions of this act. The commissioner shall promulgate regula-
tions to provide a procedure for divestiture.

d. Notwithstanding the provisions of this aet, a bank holding
company shall not he required to divest its eontrol of any hank as
a result of any subsequent change in, or invalidity of, the laws of
this State, another state or the United States or as a result of a state
ceasing fo!* any other reason to he an eligible state.

3. a. Notwithstanding the provisions of any other law of this
State, a bank holding company located in this State may acquire
a bank or bank holding eompany located in any eligible state other
than this State. .

b. Nothing in this act or in any other law of this State shall be
deemed to. prohibit or limit a bank holding company located in
this State from acquiring a bank or bank holding company located
in any jurisdiction other than an eligible state, which acquisition
is otherwise permitted by applicable law of the United States or
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any other stite, provided that, if the bank holding company be-
comes a banll holding company not located in this State, it must
comply with the provisions of this act if it is to continue to control
a bank or hank hold rg” ~ninpany locat - in this St;\te.

e. This act shall not apply to the acquisition of a bank located
in this State by a bank holding company located 1 this State.

4. "This act shall take effeet on the 30th day after enactment but
section 2 of this act shall remain inoperative until sueh time as the
conmnissioner, deternmines that the number of eligible states, as
defined in and required by subseetion (f) of section 1 of this act
has been established and until the engetment of Senate Bill No

1466 of 1986.

STATEMENT

This bill permits bank holding companies to acquire hanks or
bank holding companies on a reciprocal interstate hasis under cer-
tain conditiotis and limitations. The legislation éomplies with the
provisions of ?the federal Bank Holding Company Act of 1956, and
the Douglas Amendments thereto, which permit states to cnact
interstate banking arrangements. :

A recent decision of the United States Supreme Court (North-
east Bancorp. et al. v. Board of Gavernors of the Federal Reserve
System, decided June 10, 1985) aflirmed the rights of states to
establish regional interstate bsnk holding eompany laws. Con-
necticut, Maine and Rhode Island have enarted laws providing for
a New England holding company region (in which Maine can also
participate because it permits such companies fiom anywhere in
the nation to acquire its banks under certain conditions). There
is a Southeast Region in which Florida, Georgia and North Caro-
lina have established regional interstate reciprocity effective July
1, 1985, with South Carolina to join them on January 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 leaet 12 of them
reached enactment. In addition to Maine, Alaska and New York
have enacted nationwide holding compauny laws. Five other states
have laws which will trigger nationwide bank holding company
reciprocity: Arizona 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 bad a task foree study-
ing interstute banking since 1983, which has met and exchanged
views with similar bodies in other states, and the.New Jersey:De-
partment of Banking has monitored devalo‘pméxitsn
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This bill sets out conditioirs under which ‘;P\Iew‘ Jergey would
participate ‘in interstate bank helding company rZ:ciprocity on either
a national or regiz i bueis and which would insure the orderly
growth of banking and broad banking services to the citizens and
businesses of Ne;\' Jersey. )

A Central-Atlantic Region is established when any three states
among Peilmsyl\'aniu, Tennessee, Maryland,’ Ohio, Kentucky,
INinois, Indiana, Michigan, Missouri, Virginia and Wisconsin per-
mit a hank holding company located 1 New Jérsey to acquire a
bank or holding company in those states. Onee the region is
established, this New Jersey law would offer reciprocity with
Delaware, Distriet of Columbia and West Virginia, too.

When at least 13 states, including at least fmir of the 10 largest
by total corrmercial hank deposits, permit a bank holding company
located in ‘. ew Jersey to acquire banks or holding companies lo-
cated there, New Jersey would permit holding ecompanies 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 hill, banks would not have branch offices in more than
one state, hut the corporate owners would be permitted to own
hanks 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 hank join & holding company
in eligible states.

Bank holding company controls, such as P. L. 1957, ¢. 70 (C.
17:9A-344 et seq.), remain in full force and effect, and any limita-
tions on helding companies in eligible states also would apply to
their corﬁpauies in any New Jersey aequisition.

The regional provision would permit New Jersey bank holding
companies to expand into nearby states of similar economic seale,
and vice versa, encouraging competition. The Central-Atlantic
Region’s 14 states together have total domestic commercial bank
deposits (at $535 bi'llion) about equal to the three largest states
together (New York, California and Texas). (Each of the five
largest banks in New York has assets exceoding the total assets
of all 120 New Jersey banks.) The regional approach will allow
New Jersey to remain econoniieally strong, and a leader in the
region, . ' s

A companion bill, the “New Jersey Banking Oversight and
Change of Coutrol Act,” provides the Comn;igsi,oner of Banking
with added supervision, including reporting,;y‘ d examination re-
quirements on bank holding companies, which would include out-

el v
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of -state holding companies acquiring New Jerseyr banks under thir

act. It also includes a change-of-control provision, requiring ap-
proval of the Comimissioner of Banking for any individual or

company acquiring control of a State hank.
All other husinesses, except banking, are interstate in nature.

This bill will permit interstate bank ownershﬁp and operation,
while retaining the State line for the individual bank dealing with

consumers.

Banking and Financial Institutions

Permits inte}rstate banking. ‘ >
Provides fox reciprocal, regional interstate banking.
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any other state, provided that, if the bank holding eompany be-

comes a bank holding company not loeated in this State, it must
comply with the provisions of this aet if it is to continue to control
a bank or bank holding company located in this State.

c. This act shall not apply to the aeguisition of a bank lecated
in this State by a bank holding company located in this State.

4. This act shall take effect on the 30th day after enactment but
section 2 of this aet shall remain inoperative until sueh time as the
commissioner determines that the mumber of eligible states, as
defined in and required by subseetion (f) of seetion 1 of this act
has been established and uutil the enactment of Senate Bill No.
1466 of 1986.

STATEMENT

This bill permits bank holding companies to acquire banks or
bank holding companies on a reciprocal interstate basis under cer-
tain conditions and limitations. The legislation ecomplies with the
provisions of the federal Bank Holding Company Aet of 1956, and
the Douglas Amendments thereto, whieh permit states to enact
interstate banking arrangements.

A recent decision of the United States Supreme Court (North-
east Bancorp. et al. v. Board of Govermors of the Federal Reserve
System, decided June 10, 1985) affirmed the rights of states to
establish regional interstate bank holding company laws. Con-
necticut, Maine and Rhode Island have enacted laws providing for
a New England helding company region (in which Maine ean also
participate beecause it permits such companies from anywhere in
the nation to acquire its banks under certain eonditions). There
is a Southeast Region in whieh Florida, Georgia and North Caro-
lina have established regional interstate reciproeity effective July
1, 1985, with South Carelina teo join them on January 1, 1986, and
with other southern states eligible to join if they enact similar laws.

The Suprenme Court opirnion reports that at least 17 state legis-
latures have considered regional legistlation. At least 2 of them
reached enactment. 1n addition to Maine, Alaska and New York
have enacted nationwide holding company laws. Five other states
have laws which will trigger nationwide bank holding eompany
reciprocity : Arizona and Rhode Island in 1986, Kentucky and
Washington in 1987, and Nevada in 1989. Several of them have
regional reciproeity in the interim.

The New Jersey Bankers Association has had a task ferce study-
ing interstate banking since 1983, which has met and exchanged
views with similar bodies in other states, and the New Jersey De-

partment of Banking has monitored developments.

S14e7] (HZ‘\
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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 ecompany 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, Distriet of Columbia and West Virginia, too.

‘When at least 13 states, including at least four of the 10 largest
by total commereial 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 loecal
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, ¢. 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 Aect,” provides the Commissioner of Banking
with added supervision, including reporting and examination re-

quirements on bank holding companies, which would include out-
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of-state holding companies acquiring New Jersey banks under tms
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, execept banking, are interstate in 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.



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. 1548, ¢. 67 (C. 17:9A-1 et seq.), referred
to as the ‘‘Banking Act of 1948"’ to establish a Central-Atlantic region
for interstate banking consisting of New Jersey, Delaware, Illinois,
Indiana, Kentucky, Maryland, Michigan, Missouri, Olio, Pennsylvania,
Tennessee, Virginia, West Virginia, Wisconsin, and the Distriet of
Columbia. If any three of these states with at least $20 billion in com-
mercial bank deposits each, excluding New Jersecy and, also, Delaware,
the District of Columbia and West Virginia, because cach 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 the 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 hanks
or bank holding companies in its state, then bank holding companies
in that state could acquire banks and bank holding companies in New
Jersey.

When at least 13 states, including at least four of the 10 largest in
to nation by total commereial bank deposits, permit bank holding ecom-
panies located in New Jersey to acquire banks or bank holding com-
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 ccmpanies 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



2

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 50% 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 bank or
hank holding company located in New Jersey by a hank 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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OFFICE OF THE GOVERNOR
NEWS RELEASE

CN-001 TRENTON, N.J. 08625
Contact: ;,y, WOLCOTT Release:TuEs., APRIL 1, 1986
92-8956
609-293-6000, Ext. 285

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-1467/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 commercig banks in ;thfé' State. 2

PROPERTY OF
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Bills Signed Creating a Regional Banking District
Page 2
April 1, 1986

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 can 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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