PRI OR PRINTER S NO. 1873

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1389 =

| NTRODUCED BY HOLL, HANKI NS, PECCRA, LOEPER, SALVATORE

STAUFFER, LEW S, SCANLON, O PAKE AND HELFRI CK
FEBRUARY 18, 1986

AS AVENDED ON THI RD CONSI DERATI ON, MAY 5, 1986

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
dealing 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," providing for Statew de and nati onwi de branchi ng by
savi ngs banks and for regional, reciprocal interstate banking
for savings banks; and naki ng repeals.

The General Assenbly nakes the follow ng findings as a basis

for this act:

(1) The rapid developnent in recent years of interstate
operations of financial institutions can be expected to
continue and to have significant effects on the business of
savi ngs banks in this Commonweal th by reason of the econom c,

regul atory, financial and technol ogical forces that affect
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t he busi ness.

(2) It is in the best interests of the econony of this
Commonweal th and its public to enable savings banks in this
Commonweal th to remai n sound, strong and conpetitive with
financial institutions |ocated el sewhere.

(3) As an increasing nunber of states authorize
financial institutions in their states to conduct interstate
operations in sone form savings banks and their hol di ng
conpanies in this Commonweal th woul d be di sadvantaged if not
permtted to branch in any location and to conbine on a
regional, reciprocal basis with thrift institutions in other
st ates.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Section 105(a) of the act of Novenber 30, 1965
(P.L.847, No.356), known as the Banking Code of 1965, anended
July 25, 1977 (P.L.101, No.37), is anended to read:

Section 105. Persons Authorized to Engage in Business of
Recei ving Deposits and Money for Transm ssion

(a) Restriction of authorized persons--No person may
lawful ly engage in this Commonweal th in the business of
recei ving noney for deposit or transm ssion, or lawully
establish in this Coomonweal th a place of business for such
pur pose, except a bank, a bank and trust conpany, a savings
bank, a private bank, a savings association to the extent

provi ded in the Savings Associ ation Code of 1967, a regional

thrift institution to the extent provided in section 117 of this

act or section 114 of the Savi ngs Associ ati on Code of 1967 and a

person duly authorized by Federal |law to engage in the business

of receiving noney for deposit or transm ssion. A bank, a bank
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and trust conpany and a savi ngs bank that receives noney for
deposit shall insure such deposits with the Federal Deposit
I nsurance Corporation or any other Federal agency authorized by
law to insure deposits.

* %

Section 2. The act is anmended by addi ng sections to read:

Section 112.1. Pr ohi biti on Agai nst Certai n Acqui Sitions

(a) Certain acquisitions unl awful --Except as provided in

section 117, it shall be unlawful for a comrerci al bank, a bank

hol di ng conpany, a thrift institution, or a thrift institution

hol di ng conpany to acquire a savi ngs bank unl ess the acquiring

entity, and any savi ngs and | oan hol di ng conpany or bank hol di ng

conpany which directly or indirectly owns or controls the power

to vote five percent or nore of its shares, is located in

Pennsyl vani a.

(b) Definitions--The terns in subsection (a) shall have the

sane neani ng as those terns have in section 117.

(c) Prior acquisitions--The prohibition in subsection (a)

shall not affect any acquisition effected prior to the effective

date of this act.

Section 117. Authorization of Regi onal, Reciprocal Operations

of Savi ngs Banks

(a) Definitions for purpose of section--The foll owi ng words

and phrases when used in this section shall have, unless the

context clearly indicates otherwi se, the foll owi ng neani ngs:

(i) "Acquire"--to acquire (as defined in section

112(a)(i)) five percent or nore of the voting stock of an

entity and shall also nean a nerger or consolidation or a

pur chase of assets and an assunption of liabilities, other

than in the requl ar course of business.

19860S1389B2127 - 3 -



1 (ii) "Bank holding conpany"--the sanme neani ng as t hat

2 term has under the Bank Hol di ng Conpany Act of 1956, 12

3 U.S.C_§ 1841(a).

4 (iii) "Branch"--an office which perfornms the functions
5 described in section 102(h).

6 (iv) "Control"--the power, directly or indirectly, to

7 direct the managenent or policies of an entity or to vote

8 twenty-five percent or nore of any class of voting securities
9 of an entity.

10 (v) "Entity"--any corporation, partnership, association
11 or _simlar organization, including banks and thrift

12 institutions.

13 (vi) "Pennsylvani a savings bank"--a savings bank as

14 defined in section 102(x).

15 (vii) "Pennsylvani a savings bank hol di ng conpany”--an
16 entity which controls one or nore Pennsylvani a savi ngs banks
17 and is located in Pennsylvani a.

18 (viii) "Region"--the States of Del aware, Kentucky,

19 Maryl and, New Jersey, Ohio, Virginia and West Virginia, and
20 the District of Col unbia.
21 (ix) "Regional association"--a savings and | oan
22 association or building and | oan association |ocated in_and
23 organi zed and operating under the |laws of a state in the
24 region and a Federal association, as defined in 12 U S.C. 8§
25 1462(d), that is located in the region.
26 (x) "Regional savings bank"--a savings bank | ocated in
27 and organi zed and operating under the laws of a state in the

N
e}
|—:
|
=)
(@]
>

N
(o]

(xi) "Regional thrift institution"--a reqgi onal savi ngs

30 bank or a regional associ ati on.
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(xii) "Regional thrift institution holding conpany"--an

entity which controls one or nore reqgional thrift

institutions and is located in a state in the region.

(xiii) "Savings and | oan hol di ng conpany"--as defined in

12 U.S.C._§ 1730a(a)(1) (D

(xiv) "State"--includes the District of Col unbi a.

(xv) State in which an entity is "l ocated"--

(A) with regard to a thrift institution, the state

in which its deposits are | argest; and

(B) with regard to a thrift instituti on hol di ng

conpany, a savi ngs bank hol di ng conpany, a savi ngs and

| oan hol di ng conpany or a bank hol di ng conpany, the state

in which the total deposits of its subsidiaries,

i ncl udi ng commerci al banks, are | argest.

Provi ded, that an entity or its |egal successor that is

| ocated in Pennsyl vania on the effective date of this

| egi sl ati on shall be deened thereafter to be |ocated in

Pennsyl vani a regardl ess of the | ocation of its deposits or

the deposits of its subsidiaries if said entity has not been

either acquired by an entity | ocated outsi de of Pennsyl vani a

or a party to a nerger or consolidati on transacti on i n which

the holders of its voting shares i nmedi ately prior to the

transaction held |l ess than fifty percent of the voti ng shares

of any class of stock in the entity surviving after, or

resulting from the nmerger or consoli dation.

(b)Y Acquisitions by reqgional thrift institutions and

regional thrift institution hol ding conpani es--A regi onal thrift

institution or regional thrift institution holdi ng conpany nay

acquire a Pennsyl vani a savi ngs bank or a Pennsyl vani a savi ngs

bank hol di ng conpany if:
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(i) the law of the state where the acquiring thrift

institution or thrift institution holding conpany is | ocated

and the | aw of the state where any savi ngs and | oan hol di ng

conpany or bank hol di ng conpany which directly or indirectly

owns or controls the power to vote five percent or nore of

its shares is |ocated satisfied, in each case, the

reci procity requirenment of subsection (d);

(ii) the acquiring thrift institution or thrift

instituti on hol di ng conpany and any savi ngs and | oan hol di ng

conpany or bank hol di ng conpany which directly or indirectly

owns or controls the power to vote five percent or nore of

its shares is, in each case, located in a state in the reqgi on

or in Pennsyl vani a; and

(iii) approval has been received fromthe departnent.

(c) Branching by reqgi onal savi ngs banks- -

(i) A regional savings bank may, with the prior witten

approval of the departnent, maintain as a branch any office

acquired as part of an acquisition effected under this

section or section 114 of the Savi ngs Associ ati on Code of

(ii) A regional savings bank may establi sh and nmi ntain

branches in this Conmonweal th if:

(A) the state in which it is |located, and the state

in which any savings and | oan hol di ng conpany or bank

hol di ng conpany which directly or indirectly owns or has

the power to vote five percent or nbre of its shares is

| ocated satisfies, in each case, the reciprocity

requi renent of subsection (d);

(B) the savings bank and any savi ngs and | oan

hol di ng conpany or bank hol di ng conmpany which directly or
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1 indirectly owns or controls the power to vote five

2 percent or nore of its shares is, in each case, |ocated

3 in a state in the region or in Pennsylvania; and

4 (C the branch is approved by the departnent in the

5 sane_nmanner _and subject to the sane conditions as are

6 applicable to de novo branches of Pennsylvani a savi ngs

7 banks under sections 904 and 905.

8 (d) Reciprocity requirenent--

9 (i) The law of another state is reciprocal under this
10 section to the extent the departnent determines it to be so.
11 The departnent's determ nation under this subsection shal
12 include, but it not limted to:

13 (A) wth regard to acquisitions, whether the | aw of
14 that other state authorizes Pennsylvani a savi ngs banks

15 and Pennsyl vani a savi ngs bank hol di ng conpanies to

16 acquire regional thrift institutions and regional thrift
17 institution holding conpanies |ocated in that state on

18 terns _and conditions reasonably equivalent to those

19 applicable to acquisitions by regional thrift

20 institutions and regional thrift institution holding

21 conpani es_of Pennsyl vani a _savi ngs _banks or Pennsyl vani a
22 savi ngs _bank hol di ng _conpani es_and_whet her the | aw of

23 that other state inposes conditions on the acquisition by
24 Pennsyl vani a_savi ngs_banks or Pennsyl vani a savi ngs bank
25 hol di ng _conpanies of regional thrift institutions or

26 regional thrift institution holding conpanies located in
27 that state that are substantially nore onerous than those
28 i nposed on the sanme acquisitions by thrift institutions
29 or thrift institution holding conpanies |ocated in that
30 state; and
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(B) with regard to branchi ng, whether the | aw of

that other state authorizes Pennsyl vani a savi ngs banks to

establish or maintain branches in that state on terns and

condi ti ons reasonably equivalent to those applicable to

t he establishnent or mai ntenance of branches in

Pennsyl vani a by savi ngs banks | ocated in that state, and

reasonably equi valent to those applicable to the

est abl i shnent and nmai nt enance of branches in that state

by a savings bank | ocated in that state.

(ii) The departnent need not determ ne that the | aw of

another state fails to neet the reciprocity requirenent of

this subsection solely by reason of the fact that that | aw

does not all ow Pennsyl vani a savi ngs banks or Pennsyl vani a

savi ngs bank hol di ng conpani es to engage in a particul ar type

of branchi ng or acquisition, or inposes conditions on such

branchi ng or acqui sition that are substantially nore onerous

t han those i nposed on the sane activities of savings banks or

savi ngs banks hol di ng conpani es | ocated in that state.

However, in such circunstances, the departnent shall find

reci procity only after inposing on the savi ngs banks and

savi ngs bank hol di ng conpani es | ocated in that state

conditions and linmtati ons on branchi ng and acqui sitions in

Pennsyl vani a substantially sinmlar to those i nposed on

branchi ng and acqui sitions in that state by Pennsyl vani a

savi ngs banks and savi ngs bank hol di ng conpani es.

(iii) The departnment nmay determ ne that the | aw of

another state is not reciprocal regarding a particul ar type

of branching or acquisition if the |law of that other state

does not allow all Pennsyl vani a savi ngs banks or,

alternatively, all Pennsyl vani a savi ngs bank hol di ng
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conpani es to engage on equal terns with each other in the

particul ar type of branching or acquisition.

(e) Authority of the departnent--In addition to the powers

granted el sewhere in this section and i n other provisi ons of

Pennsyl vania | aw, the departnent is authorized to i npose any

conditions or requirenents it deens appropriate, in light of the

pur poses of this act, on thrift institutions and thrift

i nstituti on hol di ng conpani es acqui red or operating directly or

indirectly in Pennsylvania under this section. Such conditions

or requirenents include, but are not limted to, provisions for

exam nations, reports and the paynent of fees. Fhe department+s <—

available—of otherstate or federal regulators—of the
HastHtutions—th—question— THE DEPARTMENT MAY ACCEPT EXAM NATIONS <—

AND OTHER REPORTS OF FEDERAL AND STATE REGULATORS AND MAY ENTER

| NTO AGREEMENTS W TH FEDERAL AND STATE REGULATORS FOR THE

EXCHANGE OF | NFORMATI ON, _| NCLUDI NG EXAM NATI ON REPORTS.

(f) Change in circunstances--If a regional thrift

institution or regional thrift institution hol di ng conpany

| ocated in another state whi ch has acquired a Pennsyl vani a

savi ngs bank or Pennsyl vani a savi ngs bank hol di ng conpany or has

establi shed a branch in Pennsyl vani a under this secti on shal

have a change of circunstances so that it no | onger satisfies

the conditi ons of subsections (b) and (c) (either by reason of a

change in the place in which it is |located or by reason of

acqui sition by a savings and | oan hol di ng conpany or a bank

hol di ng conpany | ocated in a state whi ch does not satisfy the

condi ti ons of subsections (b) and (c) of five percent or nore of

its voting shares, or the power to vote those shares) said

regional thrift institution or regional thrift institution
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hol di ng conpany shall di vest each Pennsyl vani a savi ngs bank,

savi ngs bank hol di ng conpany, and branch it has acquired or

establi shed prior to entering into a voluntary conbi nati on whi ch

causes such change of circunstances or within one year (or such

| onger period of not nore than an additi onal year as the

departnent may allow in witing) after the occurrence of an

event, other than a voluntary conbi nati on, whi ch causes the

change in circunstances.

(g) Effect of invalidity--The purpose of this section is

solely to authorize reciprocal, reqgi onal operati ons by savi ngs

banks and associ ati ons and this section shall not be construed

to authorize any acquisition or the establi shnent of any branch

by any entity |located in another state except as expressly

provided in this section. In the event that any limtati on on

t he geogr aphical | ocation of entities granted acqui sition or

branchi ng powers by this section is held to be invalid by a

final order of a court which is not subject to further review or

appeal , the authorization of this section shall term nate

i mmedi ately. Any acqui sition or branch establishnent consunmat ed

pursuant to this section prior to such ternm nation shall not be

af fected thereby.

Section 3. Section 904(c) of the act, amended March 4, 1982
(P.L.135, No.44), is anended and the section is anended by
addi ng a subsection to read:

Section 904. Authorization of New Branches
* x *
(c) Eight years inmmediately following the effective date of

this act, an institution other than a savi ngs bank may | ocate

branches within any county in the Comonweal th, subject to the

same approval of the department as is required under subsection

19860S1389B2127 - 10 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

(b) (v).

(d) A savings bank may, fromand after the effective date of

this act, establish and mai ntain branches within any county in

the Commonwealth, or within any state of the United States or

the District of Colunbia, subject to the sane approval of the

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

Section 4. Section 1609(a) of the act, anmended July 6, 1984
(P.L.606, No.125) and July 6, 1984 (P.L.621, No.128), is anmended
to read:

Section 1609. Mergers, Consolidations and Conversions of
Savi ngs Banks

(a) Authority to nerge, consolidate or convert--

(1) upon conpliance with the requirenments of sections
1602, 1603, 1604, 1605 and 1606, a savings bank nmay enter
into a nerger or consolidation with one or nore other savings
banks. In the event the book value of the total assets of the
acqui red savings bank is | ess than one percent in excess of
t he book value of the total liabilities, the resulting
institution may maintain as a branch, any office operated by
the acquired institution.

(i) upon conpliance with the requirenents of this
section and other applicable |aw, one or nore savi ngs banks
and one or nore associations may nerge into a savings bank or
into an association or consolidate into a new savi ngs bank or
a new associ ation. The word "association” in this chapter
shall nean an associ ation subject to the Savings Associ ation
Code of 1967.

(ti1) upon conpliance with the requirenents of this

section and ot her applicable | aw,

(A) one or nore savings banks, one or nore Federal
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savi ngs banks and one or nore Federal savings and | oan
associ ations may nerge into a savi ngs bank, Federal

savi ngs bank or a Federal savings and | oan associ ation or
consolidate into a new savi ngs bank, a new Feder al

savi ngs bank or a new Federal savings and | oan

associ ation, and

(B) one or nore savi ngs banks may nerge or

consolidate with a regional thrift institution as defined

in and subject to any applicable limts of section 117.

(iv) the authority of a savings bank to merge or
consolidate into a Federal savings bank or Federal savings
and | oan associ ation shall be subject to the condition that
at the tinme of the transaction the laws of the United States
shal | authorize a Federal savings bank or Federal savings and
| oan association to nerge or consolidate into a savi ngs bank.

(v) upon conpliance with the requirenents of this
section and ot her applicable |aw,

(A) a savings bank nay be converted into an
associ ation, or

(B) a savings bank nay be converted into a Federal
savi ngs bank or a Federal savings and | oan associ ation,
subject to the condition that at the tine of the
transaction the laws of the United States shall authorize

a Federal savings bank or a Federal savings and | oan

association to convert into a savings bank.

(vi) upon conpliance with the requirenents of this
section and other applicable |aw and subject to the | aws of
the United States, a Federal savings bank or a Federal
savi ngs and | oan associ ation may be converted into a savings

bank or an associ ati on.
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1 (vii) upon conpliance with the requirenents of this

2 section, a nmutual savings bank may be converted into a stock
3 savi ngs bank. A stock savings bank shall have authority, upon
4 conpliance with the requirenents of this section, to enter

5 into a nerger or consolidation with one or nore other stock
6 savi ngs banks, banks, bank and trust conpanies, trust

7 conpani es or stock savings and | oan associ ati ons.

8 (viii) all nmergers, consolidations and conversions in

9 which the resulting corporation is a savings bank or an
10 associ ation shall be subject to the approval of the
11 depart nment.
12 * %k
13 Section 5. Al acts and parts of acts are repeal ed insofar
14 as they are inconsistent with this act.
15 Section 6. This act shall take effect in 30 days.
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