PRI OR PRI NTER S NO. 2282 PRINTER S NO. 2583

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1889 =%

I NTRODUCED BY L. EE SMTH, F. E. TAYLOR, SPENCER, RAPPAPCRT,

DOVBRONBKI , McVERRY, CESSAR, BRANDT, CAPPABI ANCA, SNYDER
FLECK, LEVIN, O DONNELL, BURD, MAI ALE, RIEGER, OLI VER, BOYES,
I TKIN, SIEM NSKI', GRUPPO, ANDERSON, SPI TZ, SERAFI NI

GRABOWBKI , GALLEN, COWELL, SWEET, MCLATCHY, VAN HORNE, POTIT
AND COHEN, OCTOBER 6, 1981

AS AVENDED ON THI RD CONSI DERATI ON, HOUSE OF REPRESENTATI VES,

NOVEMBER 23, 1981

OCO~NOUITARWNE

AN ACT

Amendi ng the act of Novenber 30, 1965 (P.L.847, No.356),

entitled "An act relating to and regul ati ng the busi ness of
banki ng and the exercise by corporations of fiduciary powers;
af fecting persons engaged in the business of banking and
corporations exercising fiduciary powers and affiliates of
such persons; affecting the sharehol ders of such persons and
the directors, trustees, officers, attorneys and enpl oyes of
such persons and of the affiliates of such persons; affecting
nati onal banks | ocated in the Comonweal t h; affecting persons
deal ing with persons engaged in the business of banking,
corporations exercising fiduciary powers and national banks;
conferring powers and inposing duties on the Banking Board,
on certain departnments and officers of the Conmonweal th and
on courts, prothonotaries, clerks and recorders of deeds;
provi ding penalties; and repealing certain acts and parts of

acts,” LIMTING DEPCSI TS OF COWWONWEALTH FUNDS; PROVI DI NG FOR <—

A FI XED HOLI DAY ON JANUARY 15; relating to and regul ati ng

bank hol di ng conpani es; PROVI DI NG PROCEDURES; further <—

provi di ng for changes of the principal place of business of
institutions and the addition and del etion of branches and
of fices of institutions; affecting the |ocation of branches
of institutions and national banks; conferring additional
powers on the Departnent of Banking, and making repeals.

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:
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SECTION 1. SECTION 113, ACT OF NOVEMBER 30, 1965 (P.L. 847,
NO. 356), KNOWN AS THE "BANKI NG CODE OF 1965," ADDED JULY 30,
1975 (P.L.108, NO 56) AND CLAUSE (V) OF SUBSECTI ON (B) ANMENDED
JULY 25, 1977 (P.L.101, NO 37), |'S AVENDED TO READ:

SECTI ON 113. LEGAL HOLI DAYS

(A) FI XED HOLI DAYS- - AN | NSTI TUTI ON SHALL OBSERVE AS A LEGAL

HOLI DAY:
(1) NEW YEAR S DAY (JANUARY 1);
(1.1) DR MARTIN LUTHER KING_JR DAY (JANUARY 15)

(11) MEMORI AL DAY (THE LAST MONDAY | N MAY);

(1'11) 1 NDEPENDENCE DAY (JULY 4);

(1V) LABOR DAY (THE FI RST MONDAY | N SEPTEMBER);

(V) THANKSG VI NG DAY (THE FOURTH THURSDAY | N NOVEMBER) ;

(VI) CHRI STMAS DAY ( DECEMBER 25);

(VI1) EACH SUNDAY;

(VI11) EACH MONDAY FOLLON NG AN | NDEPENDENCE DAY, A
CHRI STMAS DAY OR NEW YEAR S DAY WH CH OCCURS ON A SUNDAY; AND

(1X) EACH DAY SPECI FI CALLY APPO NTED BY THE PRESI DENT OF
THE UNI TED STATES OR THE GOVERNOR OF THE COMMONVEALTH AS A
LEGAL HOLI DAY OR AS A BANK HOLI DAY.
(B) OPTI ONAL HOLI DAYS-- AN | NSTI TUTI ON MAY AT | TS OPTI ON

OBSERVE AS A LEGAL HOLI DAY:

(1) LINCOLN S Bl RTHDAY ( FEBRUARY 12);

(11) WASHI NGTON' S Bl RTHDAY ( THE TH RD MONDAY | N
FEBRUARY) ;

(I11) GOOD FRI DAY;

(V) FLAG DAY (JUNE 14);

(V) COLUMBUS DAY (THE SECOND MONDAY | N OCTOBER);
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(V1) ELECTI ON DAY (THE FI RST TUESDAY AFTER THE FI RST

MONDAY | N NOVEMBER) ;

(VI1) VETERANS DAY (NOVEMBER 11);
(VI11) EACH SATURDAY EI THER AS A HALF- HOLI DAY AFTER 12

O CLOCK NOON OR AS A FULL HOLI DAY;

(1X) EACH MONDAY FOLLOW NG AN | NDEPENDENCE DAY, A
CHRI STMAS DAY OR NEW YEAR S DAY WH CH OCCURS ON A SATURDAY;
AND

(X) EACH DAY WH CH THE DEPARTMENT PERM TS ALL

| NSTI TUTI ONS BY PUBLI C ANNOUNCEMENT, OR AN | NDI VI DUAL

| NSTI TUTI ON BY WRI TTEN PERM SSI ON, TO OBSERVE AS A LEGAL

HOLI DAY.

(C) GEOGRAPHI C VARI ATl ONS- - | N DESI GNATI NG A PERM SSI VE
OPTI ONAL HOLI DAY UNDER SUBSECTI ON (B), THE DEPARTMENT MAY LIM T
THE DESI GNATI ON TO PARTI CULAR GEOGRAPH C AREAS BASED ON
POLI TI CAL SUBDI VI SI ONS, BANKI NG CLASSI FI CATI ONS SUCH AS FEDERAL
RESERVE DI STRI CTS OR OTHERW SE. AN | NSTI TUTI ON MAY OBSERVE ANY
OPTI ONAL HOLI DAY AT ONE OR MORE, BUT FEWER THAN ALL, OF I TS
OFFI CES.

(D) EFFECT OF SECTION--THI'S EFFECT OF A LEGAL HOLI DAY UNDER
THI'S SECTI ON SHALL BE THAT PROVI DED BY LAW BUT THI S SECTI ON
SHALL SUPERSEDE OTHER LAW AS TO THE DETERM NATI ON OF DAYS THAT
ARE LEGAL HOLI DAYS FOR BANKI NG | NSTI TUTI ONS.

(E) NATI ONAL BANKS--THI'S SECTI ON SHALL APPLY TO OFFI CES OF
NATI ONAL BANKS LOCATED | N PENNSYLVANI A EXCEPT TO THE EXTENT THAT
FEDERAL LAW SPECI FI CALLY PROVI DES OTHERW SE.

SECTION 2. THE ACT |'S AVENDED BY ADDI NG SECTI ONS TO READ:
SECTI ON 114. LI M TATI ON ON DEPOSI T_OF COVMONWEALTH FUNDS <

THE TREASURY DEPARTMENT SHALL NOT DEPOSI T ANY COVMONWEALTH

FUNDS I N A FI NANCI AL | NSTI TUTI ON SUBJECT TO THI S ACT THAT DOCES

19810H1889B2583 - 3 -



1 NOT _CONFORM TO THE FI NANCE CHARGE LIM TATIONS IN THE ACT OF

2 OCTOBER 28, 1966 (SP.SESS NO. 1 P.L.55, NO.7), KNOMW AS THE

3 "GO0ODS AND SERVI CES | NSTALLMENT SALES ACT. "

4 Section 3134 115. Bank Hol di ng_Conpani es <—
5 (a) Definitions--As used in this section:

6 (i) "Bank holding conpany"--a conpany, as defined by the
7 Federal Bank Hol di ng Conpany Act of 1956 (70 Stat.133), which
8 is or becones a bank hol ding conpany within the provisions of
9 the Federal act including, without limtation, its provisions
10 determ ni ng what constitutes control.

11 (ii) "Institution"--a national bank whose principal

12 pl ace of business is |ocated in Pennsylvania or a bank or

13 bank and trust conpany.

14 (iii) "Pennsylvania bank hol ding conpany"--a bank

15 hol di ng conpany whose banking subsidiaries’ operations are

16 principally conducted in this State as determ ned by the

17 state in which total deposits of all such banking

18 subsidiaries are | argest.

19 (b) Control of institutions--
20 (i) No bank holding conpany other than a Pennsyl vani a
21 bank hol di ng conpany nmay control an_institution.
22 (ii) A Pennsylvania bank hol ding conpany nmay control one
23 or nore institutions subject to the linmtations that for a
24 period of four years after the effective date of this act it
25 may not control nore than four institutions and for a period
26 of four years following such initial four-year period it may
27 not control nore than eight institutions.
28 (C) LIMTATIONS ON DEPOSI TS- - EACH PENNSYLVANI A BANK HOLDING  <—

29 COVPANY SHALL PROVI DE THAT AT LEAST FI FTY PERCENT OF THE

30 DEPGSITS AND FUNDS RECEIVED | NTO EACH OF I TS I NSTI TUTI ONS SHALL

19810H1889B2583 - 4 -
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BE_MADE AVAI LABLE TO RESI DENTS OF THE COUNTY I N VWHI CH THE

I NSTI TUTI ONS ARE LOCATED FOR LOCAL PURPOSES SUCH AS RESI DENTI AL

MORTGAGE LOANS, PERSONAL LOANS, HOUSI NG REHABI LI TATI ON LOANS,

SVALL BUSI NESS LOANS AND CONSUMER CREDI T_LOANS.

{e¢)} (D) Enforcenent--The departnent shall enforce the

provi sions of this section and, to that end, is authorized to

i ssue such requl ati ons and orders as may enabl e t he depart nent

to adm ni ster and carry out the purposes of this section. The

departnent may, fromtine to time, exani ne the books, records

and affairs of any Pennsyl vani a bank hol di ng conpany, or require

reports, under oath, in order to keep inforned as to whet her the

provi sions of this act and such regul ati ons and orders nade

t her eunder have been or are being conplied with. The cost of

such exam nati on shall be assessed agai nst and paid by such

Pennsyl vani a bank hol di ng conpany.

{d) (E) Penalty provisions--Any conpany whi ch viol ates any

provi sion of this section shall be guilty of a m sdeneanor, and

upon convi ction thereof, be sentenced to pay a fine of not npre

than five thousand doll ars ($5,000) for each day duri ng which

such violation conti nues. Any person who willfully partici pates

in a violation of any of the provisions of this act shall be

quilty of a m sdeneanor, and, upon convi ction thereof, be

sentenced to pay a fine of nor nore than five thousand doll ars

($5, 000) or inprisonnent of not nore than two years, or both.

SECTI ON 116. PROCEDURES FOR ACQUI SI Tl ON

(A)  ACQUI RI NG CONTROL-- NO PENNSYLVANI A BANK HOLDI NG COVPANY
SHALL ACQUI RE CONTROL OF AN | NSTI TUTI ON EXCEPT AS PROVI DED | N
TH S SECTI ON.

(B) APPLI CATI ON- - EACH PENNSYLVANI A BANK HOLDI NG COVPANY
SHALL APPLY TO THE DEPARTMENT FOR AUTHORI ZATI ON TO ACQUI RE

19810H1889B2583 - 5 -
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CONTROL OF AN I NSTI TUTI ON. EACH APPLI CATI ON SHALL BE ACCOMPANI ED
BY A PLAN OF ACQUI SI TI ON, TOGETHER W TH PROOF OF APPROVALS
REQUI RED BY SUBSECTI ON (C), SETTI NG FORTH THE MANNER | N VHI CH
CONTROL WLL BE ACQUI RED, THE NUMBER OF SHARES OF THE VOTI NG
SECURI TI ES TO BE ACQUI RED, THE TOTAL NUMBER OF OQUTSTANDI NG
VOTI NG SECURI TI ES OF THE | NSTI TUTI ON OVER WHI CH CONTROL | S
SOQUGHT TO BE ACQUI RED, THE NUMBER AND TYPES OF VOTI NG SECURI Tl ES
OF OTHER | NSTI TUTI ONS VWHI CH THE PENNSYLVANI A BANK HOLDI NG
COVPANY OMNS CONTROLS OR HAS POVNER TO VOTE AND ANY OTHER
I NFORVATI ON REQUI RED BY THE DEPARTMENT. NO APPLI CATI ON SHALL BE
APPROVED | F THE DEPARTMENT FI NDS THAT ACQUI SI TI ON OF CONTRCL OF
AN | NSTI TUTI ON WOULD:
(1) THROUGH UNDUE CONCENTRATI ON OF RESOURCES PRODUCE A
MONOPQOLI STI C AFFECT ON THE BANKI NG OR BANKI NG AND TRUST
| NDUSTRY,
(I'l') HNDER, INH BIT OR OTHERW SE ADVERSELY AFFECT
COWPETI TI ON I N THE BANKI NG OR BANKI NG AND TRUST | NDUSTRY; OR
(1'r1)y BE OTHERW SE HARMFUL TO THE PUBLI C WELFARE.
(© APPROVAL OF PLAN--ACQUI SITION OF CONTRCL CF AN
I NSTI TUTI ON BY A PENNSYLVANI A BANK HOLDI NG COMPANY SHALL NOT BE
AUTHORI ZED BY THE DEPARTMENT UNLESS APPROVED BY:
(1) A MAJORITY OF DI SINTERESTED DI RECTORS OF THE
I NSTI TUTI ON OVER WHI CH CONTROL | S SOQUGHT TO BE ACQUI RED; AND
(1) TWOTH RDS OF THE VOTES WHI CH ALL SHAREHOLDERS ARE
ENTI TLED TO CAST, AT A MEETI NG HELD NOT LESS THAN TEN DAYS
NOTlI CE TO ALL SHAREHOLDERS. DI SSENTI NG SHAREHOLDERS SHALL BE
ENTI TLED TO THE RI GHTS AND REMEDI ES OF A DI SSENTI NG
SHAREHOLDERS UNDER SECTI ON 1222.
(D) | NVESTI GATI ON BY DEPARTMENT- - UPON RECEI PT OF AN
APPLI CATI ON FOR ACQUI SI TI ON OF CONTRCOL OF AN | NSTI TUTI ON BY A

19810H1889B2583 - 6 -
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PENNSYLVANI A BANK HOLDI NG COVPANY THE DEPARTMENT SHALL CONDUCT
SUCH | NVESTI GATI ON AS | T MAY DEEM NECESSARY. W THI N SI XTY DAYS
AFTER RECEI PT OF THE APPLI CATI ON THE DEPARTMENT SHALL APPROVE OR
DI SAPPROVE THE APPLI CATI ON ON THE BASIS OF | TS | NVESTI GATI ON
THE DEPARTMENT SHALL | MVEDI ATELY G VE TO THE PARTIES TO THE
ACQUI SI TION WRI TTEN NOTI CE OF | TS DECI SION AND I N THE EVENT OF
DI SAPPROVAL, A STATEMENT | N DETAI L OF THE REASONS FOR SUCH
DI SAPPROVAL. ALL ACTI ON OF THE DEPARTMENT SHALL BE SUBJECT TO
RI GHT OF HEARI NG, NOTI CE AND APPEAL AS PROVIDED IN TI TLE 2 OF
THE PENNSYLVANI A CONSCLI DATED STATUTES ( RELATI NG TO
ADM NI STRATI VE LAW AND PROCEDURE) .

Section 2 3. Subsections (a), (b) and (d) of section 903 of
the act are anended to read:
Section 903. Change of Location of Ofice

(a) Change of principal place of business--An institution
may, With the prior witten approval of the departnment and, in
the case of an incorporated institution by amendnent of its
articles, change the location of its principal place of business
to a new | ocati on:

(i) in the same city, incorporated town, borough or
t ownshi p, or

(ii) in the sane county or in a county contiguous thereto

(A) the total of its surplus, unallocated reserves
and undi vided profits in the case of a savings bank, or
its net worth in the case of a private bank or enpl oyes'
mut ual banki ng associ ation, at |east equals a m ninmum
anount specified by the departnment, [or]

(B) in the case of any other institution, its capital

and surplus are at |least equal to the m ninmum capital and

19810H1889B2583 - 7 -
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surpl us which would be required by this act upon ori gi nal
i ncorporation with a principal place of business in the
city, incorporated town, borough or township of the new

| ocation and, if the institution has branches, it has the
addi tional capital and surplus required by this act for

t he establishnment of such branches[.], or

(C) the institution has not previously changed the

| ocation of its principal place of business to a new

|l ocation in a county conti guous to the county where the

institution was originally chartered to do business. |f

an institution has nade a previous change, it may

relocate to the county where it was originally chartered

to do business or to any county conti guous thereto.

(b) Change of branch--An institution may, pursuant to a
resolution of its board of directors or trustees, or in the case
of a private bank its owners, and with the prior witten
approval of the department, change the location of a branch to a
new | ocation[:

(i) in the same city, incorporated town, borough or
village, or

(ii) in the county in which its principal place of
business is located or in a county contiguous thereto,] in

t he sane manner and subject to the sanme requirenents and

l[imtations as are prescribed by this act for the

est abl i shment of branches.

* %k

(d) Discontinuance of office--Upon the change of |ocation of
an office pursuant to subsections (a) and (b) of this section,
the institution may not maintain [an office] a branch at the

former | ocation unless such office shall be authorized as a

19810H1889B2583 - 8 -
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branch pursuant to this act. [If the | ocation of the principal
pl ace of business of the institution is changed to another
county, the institution may not maintain any office in a county
not contiguous to the county of the new | ocation.]

Section 3 4. Section 904 of the act, anmended July 23, 1970
(P.L.597, No.199) and Cctober 5, 1978 (P.L.1131, No.265), is
amended to read:

Section 904. Authorization of New Branches

(a) Upon a nerger or consolidation, a conversion of a
national bank into an institution or a conversion of a private
bank into an institution authorized by this act, the resulting
institution may, with the prior witten approval of the
departnent, maintain as branches, in addition to its principal
pl ace of business, every office which was nmaintained prior to
the nmerger or consolidation by the parties thereto or prior to
t he conversion by the national bank or private bank and which is
| ocated in the same county as the principal place of business of
the resulting institution [or] in a contiguous county or in a

bi conti quous county, except as provided in sections 907 and 908.

The term "bi conti guous county," as used in this secti on, neans

one which, with respect to the county where the princi pal pl ace

of business of an institution is |located, is contiguous to a

county conti guous thereto but which is not conti guous to such

county in which the principal place of business is |located. In

the case of a nati onal bank whi ch has changed the | ocati on of

its main office to a new |location in a county conti guous to the

county where it was originally chartered to do busi ness and

thereafter relocates its main office again, the determnm nati on of

what is a biconti guous county shall be made on the basis of the

county of the first relocation of its nain office unless the

19810H1889B2583 - 9 -
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county to which the npst recent rel ocati on has been nade is the

county in which it was originally chartered to do busi ness or a

county conti guous thereto.

(b) Except as provided in subsection (a) of this section and
in sections 907 and 908, an institution nmay establish [a branch]
county in which its principal place of business is |ocated [or]
in a contiguous county [contiguous thereto, and only] or in a

bi conti quous county OR IN A COUNTY OF THE FI RST CLASS, OR OF THE

SECOND CLASS OR OF THE SECOND CLASS A, upon conpliance with the

foll owi ng requirenents:

(i) the proposed branch shall be authorized by
resolution of its board of directors or trustees, or in the
case of a private bank its owners,

(ii) the institution, in the case of a bank, a bank and
trust conpany or a trust conpany, shall have, in addition to
the m ni num capital and surplus required under sections 1102
and 1103, such additional anpbunts of capital and surplus as
may be required in the discretion of the departnent, or in
the case of a savings bank shall have at |east the total of
surplus, unallocated reserves and undi vided profits required
by the departnment or in the case of a private bank shall have
at | east the net worth required by the departnent,

(tit) if the location of the proposed branch is outside
of the city, incorporated town, borough or township in which
the principal place of business of the institution is
| ocated, the institution shall give witten notice of the
filing of the application for approval of the branch to each
ot her institution whose principal place of business is

| ocated in the county of the |ocation of the proposed branch,

19810H1889B2583 - 10 -
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[ and]

(iv) for a period of four years after the effective date

of this act, the |ocation of the proposed branch in a

bi conti quous county shall not be in any city, incorporated

town, township or borough having a popul ati on of fifteen

t housand or | ess where the princi pal place of busi ness of any

other institution or national bank is | ocated. Four years

after the effective date of this act and prior to ei ght years

after the effective date of this act, the |ocation of a

branch in a biconti guous county shall not be in any city,

i ncorporated town, townshi p or borough havi ng a popul ati on of

ten thousand or | ess where the princi pal place of busi ness of

any other institution or national bank is | ocated, and

[(iv)] (v) the departnment shall give its witten
approval of the branch after the filing by the institution of
an application for approval in a formprescribed by the
department acconpani ed by any applicable fee and after
i nvestigation by the departnent.

(c) Eight years immedi ately following the effecti ve date of

this act, an institution may | ocate branches within any county

in the Conmmonweal th, subject to the sane approval of the

departnent as is required under subsection (b)(v).

Section 4 5. Subsection (b) of section 905 of the act is <—
r epeal ed.
Section 5 6. Subsection (c) of section 905 of the act is <—

amended to read:
Section 905. Approval of Branch by Depart nent
(c) Action by departnment--Wthin sixty days after receipt of

the application or such |longer period as nmay be required for any

19810H1889B2583 - 11 -



1 hearing which the departnment may hold, the departnment shall[,

2 except as provided in subsection (b) of this section,] approve

3 the application if it finds that [there is a need for banking

4 services or facilities such as are contenplated by] the

5 establishnent of the proposed branch woul d be consistent with

6 the purposes of this act set forth in subsection (a) of section

7 103 and that the requirenents of this act have been conplied

8 wth but shall otherw se disapprove the application. If the

9 departnment approves the application, it shall issue to the
10 institution a letter of authority to establish the branch. If
11 the departnent di sapproves the application, it shall give the
12 institution witten notice of its disapproval and a statenment in
13 detail of the reasons for its decision.
14 * x *
15 Section 6 7. The act of July 11, 1957 (P.L.773, No.372), <—
16 known as the "Bank Hol ding Conpany Act,"” is repeal ed.
17 Section # 8. This act shall take effect imediately. <—
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