SENATE ANVENDED
PRI OR PRI NTER S NOS. 358, 1986 PRINTER S NO. 3937

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 366 *%5”

I NTRODUCED BY M COZZI E, FICHTER, MELI O CARN, E. Z. TAYLOR
CAPPABI ANCA, SATHER, DEMPSEY, KENNEY, COLAI ZZO, GODSHALL,
OLASZ, BARD, TRELLO GANNON, ROONEY, ROBERTS AND COLAFELLA,
FEBRUARY 7, 1997

SENATOR LCEPER, RULES AND EXECUTI VE NOM NATI ONS, | N SENATE, RE-
REPORTED AS AVENDED, SEPTEMBER 29, 1998

OCO~NOUITARWNE

APPLI-CGATH-ONSFORPOL-CHES.
AVENDI NG TI TLE 15 ( CORPORATI ONS AND UNI NCORPORATED ASSCCI ATI ONS) <—

OF THE PENNSYLVANI A CONSCLI DATED STATUTES, PROVI DI NG FOR

CERTAI N ACQUI SI TI ONS AND PROPGSED ACQUI SI TI ONS | NVOLVI NG

BANKS, BANK AND TRUST COVPANI ES, NATI ONAL BANKS AND BANK

HCOLDI NG COMPANI ES; FURTHER PROVI DI NG FOR CONSENT OF

SHAREHOLDERS | N LI EU OF MEETI NG PROVI DI NG FOR AUTHORI ZATI ON

FOR THE OPERATI ON OF CERTAI N GOVERNVENT- OANED | NSURANCE

COVPANI ES; AND MAKI NG A REPEAL.

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:
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SECTION 1. TITLE 15 OF THE PENNSYLVANI A CONSOLI DATED <—
STATUTES | S AMENDED BY ADDI NG A SECTI ON TO READ:
§ 524. CERTAIN ACQUI SI TI ONS AND PROPOSED ACQUI SI TI ONS | NVOLVI NG

BANKS, BANK AND TRUST COVPANI ES, TRUST COMPANI ES,

NATI ONAL BANKS AND BANK HOLDI NG COVPANI ES.

(A) SCOPE.--TH S SECTION APPLI ES TO ALL | NSTI TUTI ONS AND

HOLDI NG COVPANI ES AS DEFI NED I N SUBSECTION (M.

(B) REQUI REMENT OF PRI OR APPROVAL. - - EXCEPT AS PROVIDED I N

SUBSECTION (1), I'T SHALL BE UNLAWFUL, W THOUT THE PRI OR WRI TTEN

APPROVAL OF THE DEPARTMENT UNDER THI S SECTI ON, FOR ANY PERSON:

(1) TO ACQURE, OR TO MAKE A PROPOSAL_TO ACQUI RE, VOTI NG

SHARES OF AN | NSTI TUTI ON OR VOTI NG SHARES OF A HOLDI NG

COVPANY | F THE AGCGREGATE NUMBER OF VOTI NG SHARES HELD AFTER

SUCH ACQUI SI TI ON WOULD TOTAL MORE THAN 5% OF THE OUTSTANDI NG

VOTI NG SHARES OF ANY CLASS OF SUCH I NSTI TUTI ON OR HOLDI NG

COVPANY; OR

(2) TO ENTER I NTO AN ACQUI SI TI ON TRANSACTI ON W TH AN

I NSTI TUTTON OR WTH A HOLDI NG COMPANY;

19970H0366B3937 - 6 -
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VWHETHER OR NOT_ANY PRI OR ACQUI SI TI ON HAD BEEN APPROVED BY THE

DEPARTMENT UNDER THI' S SECTI ON.

(C)  APPLI CATI ON FOR APPROVAL. - -1 F THE APPROVAL OF THE

DEPARTMENT | S REQUI RED UNDER SUBSECTI ON (B), A PERSON WHO

I NTENDS TO ACQUIRE, OR TO MAKE A PROPOSAL TO ACQUI RE, VOTI NG

SHARES OF, OR TO ENTER I NTO AN ACQUI SI T1 ON TRANSACTI ON W TH, ' AN

I NSTI TUTI ON OR A HOLDI NG COVPANY SHALL:

(1) FILE AN APPL| CATI ON FOR APPROVAL I N SUCH FORM AS THE

DEPARTMENT NMAY PRESCRI BE;

(2) DELIVER TO THE DEPARTMENT FROM TI ME TO Tl ME SUCH

OTHER | NFORVATI ON AS THE DEPARTMENT MAY REQUI RE W TH SUCH

CERTI FI CATI ON OF_FI NANCI AL _| NFORVATI ON_ AND SUCH VERI FI CATI ON

BY OATH OR AFFI RVATI ON OF OTHER DATA AS THE DEPARTMENT NAY

SPECI FY;.

(3) PAY SUCH | NVESTI GATI ON FEE AS THE DEPARTMENT NAY

SPECI FY; AND

(4) EXCEPT IN THE CASE OF AN APPLICANT WHICH IS A

DOVESTI C CORPORATI ON OR A FOREI GN CORPORATI ON QUALI FI ED TO DO

BUSI NESS | N PENNSYLVANI A, DELI VER TO THE DEPARTMENT A VI TTEN

CONSENT_TO SERVI CE OF PROCESS |N ANY_ACTION OR SUI T ARI SI NG

OUT_OF OR IN CONNECTI ON W TH THE PROPOSED ACQUI SI T1 ON THROUGH

SERVI CE OF PROCESS ON THE SECRETARY OF BANKI NG

(D) I NVESTI GATI ON BY DEPARTMENT. - - UPON RECEI PT_OF AN

APPLI CATI ON FOR APPROVAL AND OTHER | TEMS REQUI RED UNDER

SUBSECTI ON (C) THE DEPARTMENT SHALL CONDUCT AN | NVESTI GATI ON TO

DETERM NE VHETHER THE APPLI CANT HAS DEMONSTRATED BY A

PREPONDERANCE COF THE EVI DENCE THAT:

(1) THE ACQUI SITI ON CF VOTI NG SHARES OR ACQUI SI Tl ON

TRANSACTION, | TS PURPOSES AND PROBABLE EFFECTS WOULD BE

CONSI STENT W TH THE PURPOSES SET FORTH I N SECTION 103(A) OF

19970H0366B3937 - 7 -
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THE BANKI NG CODE;

(2) THE APPLICANT, OR ITS DI RECTORS AND OFFI CERS IN THE

CASE OF A CORPORATI ON, AND ANY PROPOSED NEW COFFI CERS OR

DI RECTORS OF THE I NSTI TUTI ON | NVOLVED WOULD SATI SEY THE TEST

FOR | NCORPORATORS, DI RECTORS AND OFFI CERS OF A NEW

[ NSTI TUTI ON UNDER SECTI ON 1007(A) OF THE BANKI NG CODE;

(3) THE PROPOSED ACQUI SI TI ON OF VOTI NG SHARES OR

ACQUI SI TI ON TRANSACTI ON WOULD NOT_ BE PREJUDI CI AL_TO THE

| NTERESTS OF THE DEPOSI TORS, CREDI TORS, BENEFI Cl ARIES OF

FI DUCI ARY ACCOUNTS OR SHAREHOLDERS OF THE | NSTI TUTI ON OR

HOLDI NG COVPANY | NVOLVED;

(4) THE PROPOSED ACQUI SI TI ON OF VOTI NG SHARES OR

ACQUI SI TI ON TRANSACTION IS I N THE BEST | NTERESTS OF THE

I NSTI TUTION AND, |F APPLI CABLE, THE HOLDI NG COVPANY OF SUCH

I NSTI TUTI ON;

(5) COWVPETI TI ON AMONG I NSTI TUTI ONS W LL NOT BE ADVERSELY

AFFECTED AND PUBLI C CONVENI ENCE AND ADVANTAGE WLL BE

PROVOTED; _AND

(6) THE APPLI CANT HAS NOT BEEN PROTECTED BY THE

DEPARTMENT FROM AN ACQUI SI TI ON TRANSACTI ON.  THE DEPARTMENT

SHALL NOT_ APPROVE AN ACQUI SI TI ON TRANSACTI ON APPLI CATI ON

VH CH IS SUBM TTED BY AN APPL| CANT WHI CH HAS | TSELF BEEN THE

TARGET OF A POTENTI AL_ACQUI SI TI ON TRANSACTI ON_ AND BEEN

PROTECTED FROM THE ACQUI SI T1 ON BY THE DEPARTIVENT.

I N MAKI NG THE DETERM NATI ON UNDER PARAGRAPHS (4) AND (5), THE

DEPARTMENT SHALL NOT APPROVE AN ACQUI SI TI ON OF VOTI NG SHARES OR

ACQUI SI TI ON TRANSACTI ON UNLESS THE ACQUI SI TI ON OF VOTI NG SHARES

OR ACQUI SI TI ON TRANSACTION IS CONSI STENT W TH THE CONVEN ENCE

AND NEEDS OF THE CUSTOVERS AND COVMUNI TI ES SERVED BY THE

I NSTI TUTI ONAFTER TAKI NG | NTO ACCOUNT, AMONG OTHER THI NGS, THE

19970H0366B3937 - 8 -
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RELATI VE RATI NGS UNDER THE COVMUNI TY REI NVESTMENT ACT OF 1977

(91 STAT. 1111, 12 U.S.C. 8 2901 ET SEQ ), OF THE INSTITUTI ON

AND THE APPL| CANT, PROSPECTI VE BRANCH CLOSI NGS AND PROSPECTI VE

JOB LOSSES. I N MAKI NG THE DETERM NATI ON UNDER PARAGRAPHS (4) AND

(5), THE DEPARTMENT SHALL CONSIDER, TO THE EXTENT | T DEEMS

APPROPRI ATE, ALL RELEVANT FACTORS, | NCLUDI NG WTHOUT LI M TATI ON

THE MATTERS SET FORTH I N SECTION 1715(A) (1), (2) AND (3)

(RELATI NG TO EXERCI SE OF PONERS GENERALLY), AND WHETHER THE

APPLI CANT HAS DEMONSTRATED THAT THE ACQUI SI TI ON OF VOTI NG SHARES

OR ACQUI SI TI ON TRANSACTION WLL RESULT I N NET NEW BENEFITS. NO

DETERM NATI ON MADE BY THE DEPARTMENT UNDER SUBSECTI ON (D) (5)

SHALL BE DEEMED TO PRECLUDE THE UNI TED STATES DEPARTMENT OF

JUSTI CE, THE FEDERAL RESERVE BOARD OR THE PENNSYLVANI A OFFI CE OF

ATTORNEY GENERAL FROM REVI EW NG OR SEEKI NG TO ENJO N A

TRANSACTI ON UNDER THE FEDERAL ANTI TRUST LAWS.

(E) 1 NFORVATI ON FURNI SHED TO SUBJECT | NSTI TUTI ON OR HOLDI NG

COVPANY. --AS PART OF | TS I NVESTI GATI ON, THE DEPARTMENT SHALL

TRANSM T _TO THE | NSTI TUTI ON OR THE HOLDI NG COMPANY VHOSE VOTI NG

SHARES ARE PROPOSED TO BE ACQUIRED OR WVHICH IS THE SUBJECT OF

SUCH ACQUI SI T1 ON TRANSACTI ON A COPY OF THE APPLI CATI ON AND ALL

OTHER | NFORVATI ON RECEI VED FROM THE APPLI CANT, EXCEPT SUCH

| NFORVATI ON VHI CH THE DEPARTMENT DETERM NES SHOULD BE KEPT

CONFI DENTI AL, FOR THE PURPOSE OF RECEI VI NG SUCH COVMENTS THEREON

AS SUCH I NSTI TUTI ON OR HOLDI NG COVPANY SHALL TRANSM T TO THE

DEPARTMENT UPON | TS REQUEST.

(F) ACTI ON BY DEPARTMENT. --W THI N 60 DAYS AFTER RECEI PT OF

AN _APPLI| CATI ON UNDER SUBSECTION (C) OR WTHIN A LONGER PERI OD

NOT I N EXCESS COF 30 DAYS AFTER RECEI PT FROM THE APPLI CANT OF

ADDI T1 ONAL | NFORVATI ON REQUI RED BY THE DEPARTMENT, THE

DEPARTMENT SHALL APPROVE OR DI SAPPROVE THE PROPOSED ACQUI SI Tl ON

19970H0366B3937 - 9 -



OF _VOTI NG SHARES OR ACQUI SI T1 ON TRANSACTI ON AND G VE WRI TTEN

NOTICE OF I TS DECI SION TO THE APPLI CANT AND THE | NSTI TUTI ON OR

HOLDI NG COMPANY VWHOSE VOTI NG SHARES ARE PROPOSED TO BE ACQUI RED

OR THAT IS THE SUBJECT OF THE ACQUI SI TI ON TRANSACTION. ITF THE

DEPARTMENT APPROVES A PROPOSED ACQUI SI TI ON OF VOTI NG SHARES

VH CH MAY RESULT IN A CHANGE OF CONTROL OR OMNERSHI P CHANGE OF

SUCH I NSTI TUTI ON OR HOLDI NG COVPANY OR AN ACQUI SI TI ON

TRANSACTION, | T MAY | MPOSE CONDI TI ONS TO BE OBSERVED AFTER SUCH

ACQUI SI TI ON OF VOTI NG SHARES OR ACQUI SI T1 ON TRANSACTI ON, W TH

RESPECT TO TRANSACTI ONS BETWEEN THE | NSTI TUTI ON | NVOLVED AND THE

APPLI CANT OR AFFI LI ATE OF THE APPLI CANT, W TH RESPECT TO

Dl VI DENDS OR DI STRI BUTI ONS BY SUCH I NSTI TUTI ONS, W TH RESPECT TO

EMPLOYEE RELATI ONS, W TH RESPECT TO REI MBURSEMENT FOR ANY LOSS

OCCASI ONED BY SUCH OMNERSHI P CHANGE OR W TH RESPECT TO SUCH

OTHER MATTERS AS THE DEPARTMENT NMAY DEEM ADVI SABLE ON THE BASI S

OF_THE PURPOSES SET FORTH I N SECTI ON 103(A) OF THE BANKI NG CODE.

N MAKI NG THE DETERM NATI ON UNDER SUBSECTION (D) (5), THE

DEPARTMENT SHALL CONSULT W TH THE ATTORNEY GENERAL. THE DECI SI ON

OF THE DEPARTMENT SHALL BE SUBJECT TO REVI EW BY THE COVMONWEALTH

COURT_I N THE MANNER PROVI DED BY LAW

(G _ PROH BITION OF M SLEADI NG STATEMENTS. --1T SHALL BE

UNLAWFUL FOR ANY PERSON DI RECTLY OR | NDI RECTLY TO MAKE ANY

UNTRUE STATEMENT OF A MATERIAL FACT OR TO OM T TO STATE A

MATERI AL FACT NECESSARY I N ORDER TO MAKE THE STATEMENTS MADE, [N

LIGHT OF THE C RCUMSTANCES IN VWHI CH THEY WERE MADE, NOT

M SLEADI NG N CONNECTI ON W TH:

(1) ANY ACQUISITION OF, OR PROPCSAL TO ACQUI RE, VOTI NG

SHARES THAT REQUI RES APPROVAL UNDER THI S SECTI ON,

(2) AN ACQUI SI TI ON TRANSACTI ON THAT REQUI RES APPROVAL

UNDER THI S SECTI ON;  OR

19970H0366B3937 - 10 -
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(3) ANY APPL| CATI ON OR SUBM SSI ON OF | NFORVATI ON TO THE

DEPARTMENT UNDER SUBSECTI ON (C).

(H) REGULATI ON BY DEPARTMENT. - - THE ENFORCEMENT AND

| MPLEMENTATION OF THI' S SECTI ON SHALL BE SUBJECT TO REGULATI ON BY

THE DEPARTMENT.

(1) EXEMPTI ONS. - - NO APPROVAL _UNDER THI S SECTI ON SHALL BE

REQUI RED FOR AN ACQUI SI TI ON OF OR PROPOSAL TO ACQUI RE VOTI NG

SHARES OR FOR AN ACQUI SI TI ON TRANSACTI ON I N THE CASE OF El THER:

(1) AN ACQUI SI TI ON OR PROPCSAL _TO ACQUI RE VOTI NG SHARES

BY THE | SSUER THERECF OR AN ACQUI SI TI ON OR PROPOSAL TO

ACQUI RE VOTI NG SHARES OF AN INSTITUTION BY I TS HOLDI NG

COVPANY, OR AN ACQUI SI TI ON TRANSACTI ON BETWEEN AN | NSTI TUTI ON

AND | TS HOLDI NG COVPANY OR ANY OTHER ENTITY VHICH IS

CONTROLLED BY SUCH HOLDI NG COVPANY;

(2) A TRANSACTI ON BY A BROKER- DEALER WHO DCES NO MORE

THAN PERFORM THE CUSTOVARY BROKER' S FUNCTI ON I N TRANSACTI ONS

ON A STOCK EXCHANGE OR I'N THE OVER- THE- COUNTER MARKET, WHO

RECEI VES NO MORE THAN THE CUSTOVARY BROKER S COVM SSI ON AND

VWHO DCES NOT_SOLICA T OR ARRANGE FOR THE SOLI CI TATI ON OF

(3) AN ACQUI SI TI ON OR PROPCSAL _TO ACQUI RE VOTI NG SHARES

OF, OR AN ACQUI SI TI ON TRANSACTI ON W TH, AN I NSTI TUTI ON OR

HOLDI NG COMPANY_BY ANY PERSON VWHI CH HAS BEEN APPROVED BY A

MAJORITY OF THE BOARD OF DI RECTORS OF THE | NSTI TUTI ON OR

HOLDI NG COMPANY, UNLESS AT THE TIME THE | NSTI TUTI ON OR

HOLDI NG COMPANY APPROVES THE ACQUI SI TI ON OF VOTI NG SHARES OR

ACQUI SI TI ON TRANSACTI ON, 25% OR MORE OF THE I NSTITUTION S OR

HOLDI NG COVPANY' S BOARD |S COVPOSED OF NOM NEES, AGENTS,

AFFI LI ATES OF OR ANY OTHER PERSONS ACTI NG IN CONCERT WTH THE

PERSON OR ENTI TY SEEKI NG TO ACQUI RE VOTI NG SHARES OF, OR

19970H0366B3937 - 11 -
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ENTER | NTO AN ACQUI SI TI ON TRANSACTI ON W TH, THE [ NSTI TUTI ON

OR HOLDI NG COMPANY;

(4) AN ACQUI SI TI ON OR PROPCSAL _TO ACQUI RE VOTI NG SHARES

OF AN | NSTI TUTI ON OR HOLDI NG COMPANY_BY ANY PERSON | F THE

AGGREGATE NUMBER OF SHARES HELD BY SUCH PERSON AFTER SUCH

ACQUI SI TI ON WOULD TOTAL LESS THAN 10% I N VOTI NG PONER OF THE

OUTSTANDI NG SHARES OF SUCH | NSTI TUTI ON OR HOLDI NG COVPANY

ENTI TLED TO VOTE GENERALLY I N THE ELECTI ON OF DI RECTORS AND

SUCH PERSON IS NOI'_ REQUI RED TO OBTAIN THE APPROVAL OF THE

FEDERAL RESERVE BOARD UNDER THE BANK HOLDI NG COVPANY ACT OF

1956 (70 STAT. 133, 12 U.S.C. 8 1841 ET SEQ ) I N CONNECTI ON

WTH SUCH ACQUISITI ON; OR

(5) A TRANSACTION OF A TYPE EXEMPTED BY REGULATI ON OF

THE DEPARTMENT IN LIGHT OF THE PURPOSES SET FORTH I N SECTI ON

103(A) OF THE BANKI NG CODE.

(J) CRIMNAL PENALTY FOR VI OLATI ON. - - ANY PERSON VWHO VI OLATES

SUBSECTION (G SHALL BE GU LTY OF A M SDEMEANOR AND SHALL UPON

CONVI CTI ON THEREOF BE SUBJECT, IN THE CASE OF AN INDI VIDUAL, TO

| MPRI SONMENT FOR A PERI GD NOT EXCEEDI NG FI VE_YEARS OR A FI NE NOT

EXCEEDI NG $5, 000, OR BOTH, AND, IN THE CASE OF ANY OTHER PERSON,

TO A FI NE NOT EXCEEDI NG $50, 000.

(KN CVIL LIABILITY PENALTY FOR VI OLATI ON. - - ANY PERSON VWHO

VI OLATES ANY PROVISION OF TH S SECTION SHALL BE LI ABLE TO ANY

I NSTI TUTI ON OR HOLDI NG COVPANY OR SHAREHOLDER THEREOF DAMAGED

THEREBY AND, I N THE DI SCRETI ON OF THE COURT, FOR PUNI Tl VE

DAVAGES. THE PROVI SIONS OF THI S SECTI ON SHALL BE ENFORCEABLE I N

ANY ACTION OR SU T INSTI TUTED BY THE DEPARTMENT OR BY ANY SUCH

I NSTI TUTI ON, HOLDI NG COVPANY OR SHAREHOLDER TO ENJO N OR

RESTRAI N ANY VI OLATI ON OR THREATENED VI OLATION OF THI S SECTI ON.

(L) EXPIRATION.--THI' S SECTI ON SHALL EXPI RE 36 MONTHS FROM

19970H0366B3937 - 12 -
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THE EFFECTI VE DATE OF TH S SECTI ON.

(M__DEFINITIONS.--AS USED IN THI S SECTI ON, THE FOLLOW NG

WORDS AND PHRASES SHALL HAVE THE MEANINGS G VEN TO THEM IN TH' S

SUBSECTI| ON:

"ACQUIRE. " OBTAINING LEGAL OR BENEFI CI AL OAWNERSHI P OF VOTI NG

SHARES, WHETHER OBTAI NED DI RECTLY OR | NDI RECTLY, THROUGH AN

| NTERMVEDI ARY OR OTHERW SE; BENEFI Cl AL OANERSHI P BY A PERSON

SHALL BE DEEMED TO | NCLUDE OWNERSHI P BY ANOTHER PERSON VHI CH

CONTROLS, |S CONTROLLED BY OR | S UNDER COVMON CONTROL W TH SUCH

PERSON AND TO | NCLUDE OMNERSHI P BY A SPOUSE OR MEMBER OF THE

FAM LY OF SUCH PERSON, THE ACQUI SI TI ON OF OPTI ONS, WARRANTS AND

R GHTS TO SUBSCRI BE FOR, OR TO PURCHASE, VOTI NG SHARES AND THE

ACQUI SITION OF RIGHTS TO OBTAI N VOTI NG SHARES THROUGH CONVERSI ON

OR EXCHANGE SHALL BE DEEMED AN ACQUI SI TI ON OF SUCH VOTI NG

"ACQUI SI TI ON TRANSACTION. " A MERGER, SALE OF ASSETS OR OTHER

SIM LAR TRANSACTI ON I NVOLVI NG AN I NSTI TUTI ON OR A HOLDI NG

COVPANY_ FOLLOW NG WHI CH:

(1) PERSONS WHO ARE DI RECTORS OF SUCH | NSTI TUTI ON OR

HOLDI NG COMPANY | MVEDI ATELY PRI OR TO THE CONSUMVATI ON COF SUCH

TRANSACTI ON SHALL NOT_CONSTI TUTE AT LEAST ONE-HALF OF THE

DI RECTORS OF THE SURVI VI NG SUCCESSOR OR TRANSFEREE

I NSTI TUTI ON OR HOLDI NG COVPANY | MVEDI ATELY FOLLOW NG THE

CONSUMVATI ON_ OF SUCH TRANSACTI ON; _ OR

(2) HOLDERS OF VOTI NG SHARES OF SUCH I NSTI TUTI ON OR

HOLDI NG COMPANY | MVEDI ATELY PRI OR TO THE CONSUMVATI ON COF SUCH

TRANSACTI ON SHALL NOT_BE HOLDERS COF AT LEAST ONE-HALF OF THE

VOTI NG SHARES OF THE SURVI VI NG _SUCCESSOR OR TRANSFEREE

I NSTI TUTI ON OR HOLDI NG COVPANY | MVEDI ATELY FOLLOW NG THE

CONSUMVATI ON OF SUCH TRANSACTI ON.
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"BANKING CODE." THE ACT _OF NOVEMBER 30, 1965 (P.L.847,

NO. 356) , KNOWN AS THE BANKI NG CODE OF 1965.

"DEPARTMENT. "~ THE DEPARTMENT OF BANKI NG OF THE COVIVONWEALTH.

"HOLDI NG COVPANY. " A CORPORATI ON THAT HAS THE PONER TO

ELECT, DI RECTLY OR I NDI RECTLY, A MAJORITY OF THE BOARD OF

DI RECTORS OF AN | NSTI TUTI ON.

"INSTITUTION. " A BANK, BANK AND TRUST COVPANY, NATI ONAL BANK

OR STOCK SAVI NGS BANK HAVING I TS MAIN OFFI CE | N PENNSYLVANI A AND

HAVI NG DEPOSI TS | N EXCESS OF $10, 000, 000, 000 AS OF DECEMBER 31,

"NET NEWBENEFITS. " |INITIAL CAPI TAL | NVESTMENTS, JOB

CREATI ON PLANS, CONSUMER AND BUSI NESS SERVI CES, COVWM TMENTS TO

MAI NTAIN AND OPEN BRANCH OFFI CES W THI N A BANKI NG I NSTI TUTI ON' S

DELI NEATED LOCAL COMVUNI TY AND SUCH OTHER MATTERS AS THE

DEPARTMENT NAY DEEM NECESSARY OR ADVI SABLE.

"OMERSH P CHANGE. " THE SAME MEANI NG AS IN SECTI ON 382 OF

THE | NTERNAL REVENUE CODE COF 1986 (PUBLIC LAW99-514, 26 U.S.C.

§ 1 ET SEQ.).

"PROPOCSAL TO ACQUIRE. " ANY OFFER OR ATTEMPT TO BUY OR

SOLICI TATION OF AN OFFER TO SELL OR OTHER ATTEMPT OR OFFER TO

ACQUI RE BY ANY MEANS, DI RECTLY OR I NDI RECTLY, THROUGH AN

| NTERVEDI ARY OR OTHERW SE.

"VOTI NG SHARES. " SHARES OF_ AN | NSTI TUTI ON OR HOLDI NG COVPANY

ENTI TLED TO VOTE GENERALLY I N THE ELECTI ON OF DI RECTORS.

SECTI ON 2. SECTI ONS 2524(A) AND 3101(A) OF TITLE 15 ARE
AMENDED TO READ:
§ 2524. CONSENT OF SHAREHOLDERS I N LI EU OF MEETI NG

(A) CENERAL RULE. --AN ACTI ON MAY BE AUTHORI ZED BY THE
SHAREHOLDERS OF A REG STERED CORPORATI ON W THOUT A MEETI NG BY
LESS THAN UNANI MOUS WRI TTEN CONSENT ONLY | F ALL OF THE FOLLOW NG

19970H0366B3937 - 14 -
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PARAGRAPHS APPLY:

(1) THE ACTION IS PERM TTED BY | TS ARTI CLES.

(2)  ANY OF THE FO.LON NG SUBPARAGRAPHS APPLY:

(1) THE ACTION HAS BEEN APPROVED BY THE BOARD COF

DI RECTORS.

(1) THERE IS NOT, AT THE TIME THE ACTION | S PENDI NG

FOR AUTHORI ZATI ON BY THE SHAREHOLDERS, A "CONTROLLI NG

PERSON OR GROUP, " AS DEFINED I N SECTI ON 2573 (RELATING TO

DEFINITIONS), THAT IS POTENTIALLY SUBJECT TO PRCFIT

RECOVERY UNDER SECTI ON 2575 (RELATI NG TO OANERSHI P BY

CORPORATI ON OF PROFI TS RESULTI NG FROM CERTAI N

TRANSACTI ONS), REGARDLESS OF VWHETHER THAT CONTROLLI NG

PERSON OR GROUP, AT THAT TIME, OMS ANY EQUITY SECURITY

OF THE CORPORATI ON.

(111) THE ACTI ON WAS EFFECTI VE PRI OR TO SEPTEMBER

PARAGRAPH (2) SHALL EXPI RE ElI GHT MONTHS FROM THE DATE THE

PARAGRAPH TAKES EFFECT.

* * %

§ 3101. APPLI CATI ON AND EFFECT OF CHAPTER
(A) CENERAL RULE.--[THI'S] EXCEPT AS PROVI DED | N SUBCHAPTER |

(RELATI NG TO GOVERNVENT- OANED | NSURANCE COMPANY), THI S CHAPTER

SHALL BE APPLI CABLE TO A BUSI NESS CORPORATI ON THAT IS A DOVESTI C
I NSURANCE CORPORATI ON.

* x %

SECTION 3. CHAPTER 31 OF TITLE 15 IS AMENDED BY ADDI NG A
SUBCHAPTER TO READ:

SUBCHAPTER |
GOVERNMVENT- OANED | NSURANCE COMPANY

SEC.
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3191. DEFI NI TI ONS.

3192. AUTHORI ZATI ON TO DO BUSI NESS.
3193. PENALTI ES.

§ 3191. DEFI NI TI ONS.

THE FOLLOW NG WORDS AND PHRASES WHEN USED I N THI S SUBCHAPTER
SHALL HAVE THE MEANINGS G VEN TO THEM IN TH' S SECTI ON UNLESS THE
CONTEXT CLEARLY | NDI CATES OTHERW SE:

"CONTROL. " THE POSSESSI ON, DI RECT OR | NDI RECT, OF THE POVER
TO DI RECT OR CAUSE THE DI RECTI ON OF THE MANAGEMENT AND PQOLI Cl ES
OF A PERSON, VWHETHER THROUGH THE OMNERSHI P OF VOTI NG SECURI Tl ES,
BY CONTRACT OTHER THAN A COVMERCI AL CONTRACT FOR GOODS OR
NONVANAGEMENT SERVI CES OR OTHERW SE, UNLESS THE POWNER | S THE
RESULT OF AN OFFI CI AL PCSI TION W TH OR CORPORATE OFFI CE HELD BY
THE PERSON. CONTROL SHALL BE PRESUMED TO EXI ST | F ANY PERSON,

DI RECTLY OR | NDI RECTLY, OWNS, CONTROLS, HOLDS WTH THE PONER TO
VOTE OR HOLDS PROXI ES REPRESENTI NG 10% OR MORE OF THE VOTI NG
SECURI TI ES OF ANY OTHER PERSON. THI S PRESUMPTI ON MAY BE REBUTTED
BY A SHON NG THAT CONTRCL DCES NOT EXI ST I N FACT. THE | NSURANCE
DEPARTMENT NMAY DETERM NE, AFTER FURNI SHI NG ALL PERSONS | N

I NTEREST NOTI CE AND OPPCORTUNI TY TO BE HEARD AND MAKI NG SPECI FI C
FI NDI NGS OF FACT TO SUPPORT SUCH DETERM NATI ON, THAT CONTRCL

EXI STS I N FACT, NOTW THSTANDI NG THE ABSENCE OF A PRESUMPTI ON TO
THAT EFFECT.

"GOVERNMENT OWNED. "  OWNED OR CONTRCLLED, DI RECTLY OR
I NDI RECTLY, BY ANOTHER STATE, TERRI TORY OR JURI SDI CTI ON OF THE
UNI TED STATES OR BY A FOREI GN GOVERNMENT OR BY ANY POLI Tl CAL
SUBDI VI SI ON, | NSTRUMVENTALI TY OR AGENCY OF ElI THER

"I NSURANCE COVPANY. " AN | NSURANCE COVPANY, ASSCOCI ATI ON OR
EXCHANGE, OR ANY OTHER ENTI TY SUBJECT TO THE JURI SDI CTI ON OF THE
I NSURANCE DEPARTMENT.

19970H0366B3937 - 16 -



1
2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

§ 3192. AUTHORI ZATI ON TO DO BUSI NESS.

(A) CENERAL RULE. -- A GOVERNMENT- OANED | NSURANCE COVPANY
SHALL NOT BE ADM TTED OR AUTHORI ZED TO DO BUSI NESS IN THI' S
COMMONVEALTH UNTIL | T HAS DEMONSTRATED AND CONTI NUES TO
DEMONSTRATE TO THE | NSURANCE COWM SSI ONER' S SATI SFACTI ON THAT | T
MEETS ALL OF THE FOLLOW NG CRI TERI A:

(1) DOES NOT RECEI VE A SUBSI DY OR OTHER COWPETI Tl VE
ADVANTAGE, AS A RESULT OF SUCH CONTRCL OR STATUS, THAT WOULD
ENABLE | T TO COWETE UNFAI RLY W TH SI M LARLY SI TUATED
AUTHORI ZED | NSURERS VWH CH ARE NOT SO CONTROLLED OR
CONSTI TUTED.

(2) 1S NOT ENTI TLED TO CLAI M SOVEREI GN OR SI M LAR
GOVERNMENTAL | MMUNITY OR HAS FI LED A WAl VER OF SOVEREI GN OR
SI'M LAR GOVERNMENTAL | MVUNI TY W TH THE | NSURANCE
COW SSI ONER.

(3) CEDES NO MORE THAN 50% OF | TS ANNUAL GROSS WRI TTEN
PREM UMS TO ASSUM NG | NSURERS THAT NEI THER HOLD A CERTI FI CATE
OF AUTHORI TY NOR ARE QUALI FI ED REINSURERS IN THI S
COMVONVEAL TH.

(4) MAINTAINS A PCLI CYHOLDERS' SURPLUS COF AT LEAST
$35, 000, 000 OR SUCH OTHER AMOUNT DETERM NED BY THE | NSURANCE
COW SSI ONER CALCULATED AND REPORTED | N THE MANNER PRESCRI BED
BY THE DEPARTMENT UNDER SECTI ON 320 OF THE ACT OF MAY 17,
1921 (P.L.682, NO 284), KNOWN AS THE | NSURANCE COVPANY LAW OF
1921.

(5 1S DOMCILED IN A JURI SDI CTI ON WHI CH HAS | NSOLVENCY
LAWS APPLI CABLE TO THE | NSURANCE COVPANY THAT I'N LAW AND
APPLI CATI ON ARE FAI R, REASONABLE AND NOT PREJUDI Cl AL TO
PCLI CYHOLDERS, CREDI TORS OR THE PUBLI C, GENERALLY.

(6) HAS FILED WTH THE | NSURANCE COVM SSI ONER AN
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| RREVOCABLE CONSENT NOT TO SEEK THE PROTECTION OF 11 U.S.C. §

304 (RELATI NG TO CASES ANCI LLARY TO FOREI GN PROCEEDI NGS).

(7) 1 TS OPERATI ON AS AN | NSURER WOULD NOT BE DETRI MENTAL
TO THE PUBLI C | NTERESTS OF THI'S COVVONVEALTH.

(8) OTHERW SE SATI SFI ES ALL APPLI CABLE REQUI REMENTS FOR
THE | SSUANCE OF A CERTI FI CATE OF AUTHORI TY, | NCLUDI NG BUT
NOT LI M TED TO, REASONABLE STANDARDS OF SOLVENCY, THE DEPCSI T
OF SECURI TY, THE ESTABLI SHVENT OF A SPECI AL TRUST FUND FOR
THE BENEFI T OF POLI CYHOLDERS OR OTHER REQUI REMENTS AS MAY BE
ESTABLI SHED FROM TI ME TO TI ME BY THE | NSURANCE COMM SSI ONER.

(9) 1S IN COWLI ANCE W TH THE REQUI REMENTS SET FORTH I N
SECTI ON 301 OF THE | NSURANCE COVPANY LAW OF 1921.

(B) NOTI FI CATI ON. - - ANY ENTI TY GRANTED A CERTI FI CATE OF
AUTHORI TY BY THE | NSURANCE COVM SSI ONER UNDER THE PROVI S| ONS OF
THI'S SECTI ON SHALL NOTI FY THE | NSURANCE COVM SSI ONER W THI N FI VE
BUSI NESS DAYS OF ANY MATERI AL CHANGE W TH RESPECT TO SUBSECTI ON
(A (1), (2), (3), (4 OR (5 OR OF ANY MATERI AL ORDER OR OTHER
ACTI ON AFFECTI NG | TS CERTI FI CATE OF AUTHORI TY.

§ 3193. PENALTIES.

UPON SATI SFACTORY EVI DENCE OF THE VI OLATI ON OF SECTI ON 3192
( RELATI NG TO AUTHORI ZATI ON TO DO BUSI NESS) BY AN | NSURANCE
COVPANY, THE | NSURANCE COVM SSI ONER MAY, | N THE | NSURANCE
COWM SSI ONER S DI SCRETI ON, PURSUE ANY ONE OR MORE OF THE
FOLLOW NG COURSES OF ACTI ON:

(1) SUSPEND OR REVOKE THE CERTI FI CATE OF AUTHORI TY OF
SUCH OFFENDI NG COVPANY.

(2) REFUSE, FOR A PERI OD NOT TO EXCEED ONE YEAR
THEREAFTER, TO | SSUE A NEW CERTI FI CATE OF AUTHORI TY TO SUCH
OFFENDI NG COVPANY.

(3) |1 MPOSE A PENALTY OF NOT LESS THAN $5, 000 NOR MORE
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THAN $25, 000 FOR EACH ACTI ON I N VI OLATI ON OF SECTI ON 3192.

SECTI ON 4. SECTION 300 OF THE ACT OF MAY 17, 1921 (P.L.682,
NO. 284), KNOWN AS THE | NSURANCE COVPANY LAW CF 1921, 1S
REPEALED.

aa A W N P

SECTION 5. TH S ACT SHALL TAKE EFFECT | MVEDI ATELY.
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