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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 950 =55

I NTRODUCED BY LOEPER, BAKER AND SCANLON, APRIL 11, 1991

REFERRED TO BANKI NG AND | NSURANCE, APRIL 11, 1991

OCO~NOUITARWNE

AN ACT

Amendi ng the act of Decenber 14, 1967 (P.L.746, No. 345),
entitled "An act relating to and regul ati ng the busi ness of
savi ngs associ ati ons heretof ore desi gnated under other acts
and special charters variously as building and | oan
associ ations and savings and | oan associ ations; defining the
rights, powers, duties, liabilities, and inmunities of such
associ ations; affecting persons engaged in the business of
savi ngs associ ations; affecting the nenbers, account hol ders
and borrowers of such associations; affecting Federal savings
and | oan associ ations whose principal office is located in
t he Comonweal th; prohibiting the transaction of business in
this Commonweal th by foreign savings associations; conferring
powers and inposing duties on certain departnents and
of ficers of the Conmonweal th and on the courts, recorders of
deeds; creating a Savings Association Board and defining its
powers and duties; prohibiting certain actions and i nposing
penal ties, and repealing certain acts,” providing for
reci procal interstate operations; further providing for
acqui sitions of the stock of a savings association; revising
proxy rules; further providing for nunber and qualification
of directors; and naking repeals.

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

Section 1. Section 114 of the act of Decenber 14, 1967
(P.L.746, No.345), known as the Savings Associati on Code of
1967, anended or added Decenber 18, 1986 (P.L.1723, No.206) and
Decenber 21, 1988 (P.L.1427, No 174), is anended to read:



Section 114. Authorization of Reciprocal [Regional]
Interstate Operations of Savings Associations.--(a) The
foll owi ng words and phrases when used in this section shal
have, unless the context clearly indicates otherw se, the
fol | owi ng neani ngs:

(1) "Acquire," to acquire (as defined in section 212(a)(1))
five percent or nore of the voting stock of an entity and shal
al so nean a nerger or consolidation or a purchase of assets and
an assunption of liabilities, other than in the regular course
of busi ness.

(2) "Bank hol ding conpany,” the sane neaning as that term
has under the Bank Hol di ng Conpany Act of 1956, 12 U.S.C. §
1841(a) .

(3) "Branch," an office which perforns the functions
described in section 102(5).

(4) "Control," the power, directly or indirectly, to direct
t he managenent or policies of an entity or to vote twenty-five
percent or nore of any class of voting securities of an entity.

(5) "Entity," any corporation, partnership, association or

simlar organization, including banks and thrift institutions.

(6) "Foreign association," a savings and | oan associ ati on or

bui I di ng and | oan associ ation | ocated i n and organi zed and

operating under the laws of a state other than Pennsyl vani a and

a Federal association, as defined in 12 U . S.C. 8 1462(d), that

is located in a state other than Pennsyl vani a.

(7) "Foreign association holding conpany," an entity which

controls one or nore foreign associations and is |located in a

state other than Pennsyl vani a.

(8) "Foreign savings bank," a savings bank | ocated in and

organi zed and operating under the laws of a state other than
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Pennsyl vani a.

(9) "Foreign thrift institution," a foreign savings bank or

a forei gn associ ati on.

(10) "Foreign thrift institution holding conpany,” an entity

whi ch controls one or nore foreign thrift institutions and is

|l ocated in a state other than Pennsyl vani a.

[(6)] (11) "Pennsylvania association,” an association as
defined in section 102(3) and a Federal association, as defined
in 12 U S.C. 8§ 1462(d), that is |located in Pennsylvani a.

[(7)] (12) "Pennsylvania association hol di ng conpany,” an
entity which controls one or nore Pennsylvani a associ ations and
is located in Pennsyl vani a.

[(8)] (13) "Pennsylvania savings bank," a savings bank as
defined in section 102(x) of the Banking Code of 1965.

[(9)] (14) "Pennsylvania thrift institution,” a Pennsylvania
savi ngs bank or a Pennsyl vani a associ ati on.

[(10)] (15) "Pennsylvania thrift institution holding
conpany,” an entity which controls one or nore Pennsyl vani a
thrift institutions and is | ocated in Pennsylvani a.

[(11)] (16) "Region," the States of Delaware, |ndiana,

Kent ucky, Maryl and, New Jersey, Ohio, Virginia and West
Virginia, and the District of Col unbi a.

[(12)] (17) "Regional association,” a savings and | oan
association or building and | oan association |ocated in and
organi zed and operating under the laws of a state in the region
and a Federal association, as defined in 12 U S.C. § 1462(d),
that is located in the region.

[(13)] (18) "Regional association holding conmpany,” an
entity which controls one or nore regional associations and is

| ocated in a state in the region.
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[(14)] (19) "Regional savings bank," a savings bank | ocated
in and organi zed and operating under the laws of a state in the
regi on.

[(15)] (20) "Regional thrift institution,” a regional
savi ngs bank or a regional association.

[(16)] (21) "Regional thrift institution holding conpany,"”
an entity which controls one or nore regional thrift
institutions and is located in a state in the region.

[(17)] (22) "Savings and | oan hol di ng conpany,"” the sane
nmeani ng as defined in 12 U S.C. 8§ 1730a(a)(1)(D).

[(18)] (23) *"State,"” includes the D strict of Col unbia.

[(19)] (24) State in which an entity is "located":

(i) withregard to a thrift institution, the state in which
its deposits are |largest; and

(ii) wthregard to a thrift institution holding conpany, an
associ ation hol di ng conmpany, a bank hol di ng conpany or a savi ngs
and | oan hol di ng conpany, the state in which the total deposits
of its subsidiaries, including commercial banks, are |argest:
Provi ded, That an entity or its |legal successor that is |ocated
in Pennsylvania on the effective date of this |egislation shal
be deened thereafter to be |located in Pennsylvani a regardl ess of
the location of its deposits or the deposits of its subsidiaries
if said entity has not been either acquired by an entity | ocated
out si de of Pennsylvania or a party to a nerger or consolidation
transaction in which the holders of its voting shares
i mredi ately prior to the transaction held less than fifty
percent of the voting shares of any class of stock in the entity
surviving after, or resulting from the nmerger or consolidation.

(b) A [regional] foreign thrift institution or a [regional]
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Pennsyl vani a associ ati on or a Pennsyl vani a associ ati on hol di ng
conpany if:

(1) The law of the state where the acquiring thrift
institution or thrift institution holding conpany is |ocated and
the |l aw of the state where any bank hol di ng conpany or savi ngs
and | oan hol di ng conpany which, directly or indirectly, owns or
controls the power to vote five percent or nore of its shares is
| ocated satisfies, in each case, the reciprocity requirenent of
subsection (e);

(2) The acquiring thrift institution or thrift institution
hol di ng conpany and any bank hol di ng conpany or savi ngs and | oan
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 region or in Pennsylvania,

except that the requirenent of location in the region or in

Pennsyl vania will not be applicable to an acqui sition

consunmated after March 4, 1990; and

(3) Approval has been received fromthe departnent. \Wen

hol di ng conpany, the departnent shall give specific attention to
the effects of the acquisition on the availability, in this
Commonweal t h, of those banki ng and basic transaction account
services set forth in subsections (j) and (k).

(c) A [regional] foreign association my, with the prior
witten approval of the departnent, maintain as a branch any
of fice acquired as part of an acquisition effected under this
section or section 117 of the Banki ng Code of 1965.

(d) A [regional] foreign association my establish and

mai ntain branches in this Commonweal th if:
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(1) The state in which the association is |located and the
state in which any bank hol di ng conpany or savings and | oan
hol di ng conmpany which, directly or indirectly, owns or has the
power to vote five percent or nore of its shares is |ocated
satisfies, in each case, the reciprocity requirenent of
subsection (e);

(2) The association and any bank hol di ng conpany or savings
and | oan conmpany 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 region or in Pennsylvania,

except that the requirenent of location in the region or in

Pennsyl vania will not be applicable with respect to a branch

establi shed after March 4, 1990; and

(3) The branch is approved by the departnent in the sane
manner, and subject to the sane conditions as are applicable to,
de novo branches of Pennsylvani a associ ations under sections 403
and 404.

(e) (1) The law of another state is reciprocal under this
section to the extent the departnent determines it to be so. The
departnment's determ nati on under this subsection shall include,
but is not limted to:

(1) wth regard to acquisitions, whether the |aw of that
ot her state authorizes Pennsylvani a associ ati ons and

Pennsyl vani a associ ati on hol ding conpanies to acquire [regional]

institution holding conpanies |ocated in that state on terns and
condi tions reasonably equivalent to those applicable to

acquisitions by [regional] foreign thrift institutions and

[regional] foreign thrift institution holding conmpanies of

Pennsyl vani a associ ati ons or Pennsyl vani a associ ati on hol di ng
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conpani es and whether the |law of that other state inposes

conditions on the acquisition by Pennsylvani a associ ati ons or

hol di ng conpanies |located in that state that are substantially
nore onerous than those inposed on the same acquisitions by
thrift institutions or thrift institution holding conpanies

| ocated in that state; and

(ii) wth regard to branching, whether the | aw of that other
state authorizes Pennsyl vani a associ ations to establish or
mai ntain branches in that state on terns and conditions
reasonably equivalent to those applicable to the establishnent
or mai ntenance of branches in Pennsyl vania by associ ations
| ocated in that state and on ternms and conditions reasonably
equi valent to those applicable to the establishnent of branches
in that state by an association located in that state.

(2) The department need not determ ne that the | aw of
another state fails to neet the reciprocity requirenent of this
section solely by reason of the fact that that |aw does not
al | ow Pennsyl vani a associ ati ons or Pennsyl vani a associ ati on
hol di ng conpani es to engage in a particular type of branching or
acqui sition or inposes conditions on such branching or
acqui sition that are substantially nore onerous than those
i nposed on the sanme activities of thrift institutions or thrift
institution holding conpanies |ocated in that state. However, in
such circunstances, the departnent shall find reciprocity only
after inposing on the thrift institutions and thrift institution
hol di ng conpani es |located in that state conditions and
limtations on branching and acquisitions in Pennsyl vania

substantially simlar to those inposed on branching and
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acquisitions in that state by Pennsylvani a associations and
associ ation hol di ng conpani es.

(3) The department nay determ ne that the |aw of another
state is not reciprocal regarding a particular type of branching
or acquisition if the law of that other state does not allow all
Pennsyl vani a associ ations or, alternatively, all Pennsyl vania
associ ation hol di ng conpani es to engage on equal terns with each
other in the particular type of branching or acquisition. The
departnment shall determne that the | aw of another state is not
reci procal regarding a particular type of branching or
acquisition if the law of that other state does not allow
federally chartered Pennsyl vani a associ ations (or federally
chartered Pennsyl vani a associ ati ons converted from St at e-
chartered Pennsyl vani a associ ati ons or Pennsyl vani a savi ngs
banks) or their hol ding conpanies to engage in the particul ar
type of branching or acquisition on equal terns with State-
chartered Pennsyl vani a associ ati ons or their hol di ng conpani es.

(f) In addition to the powers granted el sewhere in this
section and in other provisions of Pennsylvania |aw, the
departnment is authorized to inpose any conditions or
requirenents it deens appropriate, in light of the purposes of
this act, on thrift institutions and thrift institution holding
conpani es acquired or operating, directly or indirectly, in
Pennsyl vani a under this section. Such conditions or requirenents
i nclude, but are not limted to, provisions for exam nations,
reports and the paynent of fees. The departnment may accept
exam nations and other reports of Federal and state regul ators
and may enter into agreenents with Federal and state regul ators
for the exchange of information, including exam nation reports.

(g) If aregional] foreign thrift institution or [regional]
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foreign thrift institution holding conpany [l ocated in another
state] which has acquired a Pennsylvani a association or a
Pennsyl vani a associ ati on hol ding conpany or has established a
branch in Pennsyl vania under this section shall have a change of
ci rcunstances so that it no longer satisfies the conditions of
subsections (b) and [(c)] (d) (either by reason of a change in
the place in which it is |ocated or by reason of acquisition by
a bank hol di ng conpany or a savings and | oan hol di ng conpany

| ocated in a state which does not satisfy the conditions of

subsection (b) or [(c)] (d) of five percent or nore of its

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

thrift institution holding conpany shall divest each

Pennsyl vani a associ ati on, associ ati on hol di ng conpany and branch
it has acquired or established prior to entering into a

vol untary conbi nati on whi ch causes such change of circunstances
or within one year (or such longer period of not nore than an
additional year as the departnent may allow, in witing) after

t he occurrence of an event other than a voluntary conbinati on,
whi ch causes the change in circunstances.

(h) The purpose of this section is solely to authorize
[regional ,] reciprocal interstate operations by associations and
savi ngs banks, and this section shall not be construed to
aut hori ze any acquisition or the establishnment of any branch by
any entity located in another state except as expressly provided
in this section. In the event that any limtation on the
geographical location of entities granted acquisition 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
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i mredi ately. Any acquisition or branch establishment consumrat ed
pursuant to this section prior to such term nation shall not be
af fect ed t hereby.

(1) A Pennsylvani a associ ati on or Pennsyl vani a associ ati on
hol di ng conpany whi ch proposes to acquire a thrift institution
or thrift institution holding conpany |ocated in another state
shall file an application for approval by the departnent in such
form and upon paynent of such fee as the departnent shal
prescri be and shall suppl enment such application with such
additional information as the departnent may reasonably request.
The departnent shall conduct such investigation as it deens
necessary to determ ne whether to approve or disapprove the
application. The investigation shall include consideration of
the effects the proposed acquisition would have on the
avai lability, in this Cormonweal th, of those banking services
and basic transaction account services set forth in subsections
(j) and (k). Wthin sixty days after recei pt of the application
or wwthin a |longer period, not in excess of thirty days, after
recei pt fromthe applicant of additional information requested
by the departnment, the departnent shall approve or di sapprove
t he proposed acquisition and give witten notice of its decision
to the applicant. In approving an acquisition under this
section, the departnent may place conditions upon such approval
and incorporate such terns and agreenents as are deened
necessary to effect the purposes of this act.

(j) The departnent shall have the authority to assure that
interstate thrift acquisitions authorized by this section wll
not di m ni sh reasonabl e availability of banking services to al
segnents of the public and econony of this Conmonwealth, with

speci al enphasis on econom ¢ devel opnment and the financing of
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enterprises to the end that enpl oynent opportunities will be

ei ther increased or, where there is the prospect of reduction,
retai ned. Upon recei pt of an application for approval of an
acqui sition by a conpany |ocated in another state under
subsection (b) or approval of an acquisition in another state by
a Pennsyl vani a associ ati on or Pennsyl vani a associ ati on hol di ng
conpany under subsection (i), the departnent shall reviewthe
credit practices and policies of each Pennsyl vani a associ ati on
or Pennsyl vani a associ ati on hol di ng conpany which is involved in
t he proposed transaction. Such review shall determ ne the
overal | performance of such conpany or institution in providing
credit and financial services to individuals and business
enterprises in the communities which it serves in the |ight of
its role as a thrift institution, its resources, its capital and
its income, the particular needs of such comunities,
conpetition and alternative sources of credit. Wth respect to

i ndi vidual s, there shall be a review of consumer | oans,
residential nortgages, hone inprovenent |oans and student | oans,
particularly to residents of |owinconme and noderate-incone

nei ghbor hoods. Wth respect to business enterprises, there shal
be a review of extensions of credit and investnents intended to
pronot e econom ¢ devel opnment and creation, or retention where
there is the prospect of reduction, of enploynment opportunities,
including, without limtation, Small Business Admnistration and
ot her small business |oans, industrial devel opnent | oans,
financi ng of enpl oye stock option plans and | everaged buy-outs
of busi nesses by enpl oyes, financing of non-profit comunity
devel opnent projects, |oans and investnents intended to naintain
exi sting businesses and to encourage econon ¢ expansion and job

opportunities, and |loans and investnents to pronote

19910S0950B1021 - 11 -



© 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

partici pation by businesses in this Commonweal th in
international trade and to increase exports. The review by the
departnment shall also include all other activities of the
institution or conpany deened to be suitable to its particul ar
ci rcunst ances and the communities served. If the departnent
determ nes that the overall performance of the institution or
conpany has not been materially deficient and that it justifies
the conclusion that the institution or conpany does and w ||
provi de suitable credit and financial services to its
communities, it nay approve the application w thout inposing any
terms or conditions but otherw se nmay inpose such terns and
conditions as it deens appropriate to inprove such overal
performance over a stated period of tine. The departnment shall,
fromtime to tinme, review the continuing overall performance of
each such institution or conpany after an acquisition and, if it
finds that its overall performance has not continued to be
satisfactory, shall issue such order to the applicant as it
deens appropri ate.

(k) The departnent shall have the authority to assure that
thrift institution holding conmpanies and thrift institutions
that beconme part of interstate banking organi zations by reason
of acquisitions requiring approval under this section make basic
transacti on account services available to the public. For this
pur pose the departnent shall obtain, fromall sources avail able
to it or through such studies as it nmay conm ssion, adequate
information to determ ne:

(1) The needs of the public and, in particular, individuals
with | ow or noderate inconme, for a basic checking or other
transacti on account.

(2) The principal characteristics that such an account
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shoul d have, such as the nunber of checks, deposits and ot her
items for which a m ninmum charge nmay be nade, the anpbunt or rate
of such m nimum charge, and the forns of identification that may
be required for opening and using such an account.

(3) The existing availability of basic accounts with sonme or
all of such principal characteristics currently offered by
depository institutions, including applicants under this
section, in separate communities of the Comonweal th.

An applicant shall, at the request of the departnent, supply
information to the departnent with respect to such accounts

of fered by the applicant and by each institution which is a
subsidiary of the applicant. The departnent may approve an
application prior to the tine it has acquired the information
required by this section, but the applicant and each institution
which is a subsidiary of the applicant shall be subject, both
before and after an approval of the acquisition under this
section, to requirenents inposed by the departnent, fromtine to
time, to assure to the public, in the communities served by the
institution, the continuing availability of the basic
transacti on account services which the departnent has determ ned
t he public needs.

(1) For the purpose of advising the departnment in the
conduct of its functions under subsections (j) and (k), the
advi sory conmm ssion established by section 116(k) of the act of
Novenber 30, 1965 (P.L.847, No.356), known as the "Banking Code
of 1965," is enpowered and directed to provide information,
opi ni ons and recomendati ons as to gui delines the departnent may
establish, fromtinme to time, for the purpose of determning the
overal |l performance of an institution or conpany under

subsection (j) and the availability of basic transaction account
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servi ces under subsection (k). Al decisions and determ nations
made under this section shall be nade by the departnent.

Section 2. Section 212 of the act, added April 9, 1982
(P.L.334, No.94), is anended to read:

Section 212. Acquisitions and Ofers to Acquire Shares of
Per manent Reserve Fund Stock of Association.--(a) The follow ng
wor ds and phrases when used in this section shall have, unless
the context clearly indicates otherw se, the follow ng neani ngs:

(1) "Acquire," obtaining | egal or beneficial ownership of
shares, or voting rights of shares, whether obtained directly or
indirectly, through an intermediary or otherw se; benefici al
ownership by a person shall be deened to include ownership by
anot her person which controls, is controlled by or is under
common control with such person and to include ownership by a
spouse or nenber of the famly of such person; the acquisition
of options, warrants and rights to subscribe for, or to
pur chase, shares and the acquisition of rights to obtain shares
t hrough conversi on or exchange shall be deened an acquisition of
such shares.

(2) "Control," the power to elect a majority of the board of
directors of an institution or corporation.

(3) "Institution,” a permanent reserve fund stock
associ ati on.

(4) "Omership change," the sane neaning as in section 382

of the Internal Revenue Code of 1986 (Public Law 99-514, 26

US C 8 1et seq.), as anended.

[(4)] (5) "Proposal to acquire,"” any offer or attenpt to buy
or solicitation of an offer to sell or other attenpt or offer to
acquire by any neans, directly or indirectly, through an

i nternmedi ary or otherw se.
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(b) Except as provided in subsection (i), it shall be
unl awful , without the prior witten approval of the departnent
pursuant to this section, for any person to acquire, or to make
a proposal to acquire, shares of an institution or shares of a
corporation which controls an institution if the aggregate

nunber of shares held after such acquisition, whether or not any

pri or acqui sition had been approved by the departnent pursuant

to this section, would total nore than:

(1) ten percent of any class of the outstandi ng shares of

such institution; or

(2) five percent of any such class, if such institution or

corporation had net operating loss carryforwards (as defined in

the Internal Revenue Code of 1986) in excess of twenty percent

of its total stockholders' equity, as reported in its nost

recent publicly available annual financial statenents.[, whether

or not any prior acquisition had been approved by the depart nent
pursuant to this section.]

(c) |If the approval of the departnent is required under
subsection (b), a person who intends to acquire, or to nmake a
proposal to acquire, shares of an institution or of a
corporation which controls an institution shall:

(1) File an application for approval in such formas the
department may prescri be,

(2) Deliver to the departnment fromtine to time such other
information as the departnent may require with such
certification of financial information and such verification by
oath or affirmation of other data as the departnent may specify,

(3) Pay such investigation fee as the departnent may
speci fy, and

(4) Except in the case of an applicant which is a donestic
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corporation or a foreign corporation qualified to do business in
Pennsyl vani a, deliver to the departnent a witten consent to
service of process in any action or suit arising out of or in
connection with the proposed acquisition through service of
process on the Secretary of Banki ng.

(d) Upon receipt of an application for approval and ot her
itenms required under subsection (c) the department shall conduct
an investigation to determ ne whether the acquisition, its
pur poses and probable effects woul d be consistent with the
pur poses of this act set forth in section 103(a), whether the
applicant, or its directors and officers in the case of a
corporation, and any proposed new officers or directors of the
institution involved would satisfy the test for incorporators,
directors and officers of a new institution under section
206(a), and whether the proposed acquisition would be
prejudicial to the interests of the depositors, creditors,
beneficiaries of fiduciary accounts or sharehol ders of the
institution or corporation involved. As part of its
i nvestigation, the departnent shall transmt to the institution
or the corporation whose shares are proposed to be acquired a
copy of the application and all other information received from
t he applicant, except such information which the departnment
determ nes shoul d be kept confidential, for the purpose of
recei ving such comments thereon as such institution or
corporation shall transmit to the department upon its request.

(e) Wthin sixty days after receipt of an application under
subsection (c) or within a |l onger period not in excess of thirty
days after receipt fromthe applicant of additional information
required by the departnent, the departnent shall approve or

di sapprove the proposed acquisition and give witten notice of
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its decision to the applicant and the institution or corporation
whose shares are proposed to be acquired. |f the departnent
approves a proposed acquisition which may result in a change of

control or ownership change of such institution or corporation

it may inpose conditions to be observed after such acquisition
with respect to transactions between the institution involved
and the applicant or affiliate of the applicant, with respect to
di vi dends or distributions by such institutions, with respect to

enpl oye relations, with respect to reinbursenent for any |oss

occasi oned by such ownership change or with respect to such

other matters as the departnent may deem advi sabl e on the basis
of the purposes of this act set forth in section 103(a). The
deci sion of the departnment shall be subject to review by the
Commonweal th Court in the manner provided by | aw

(f) A proposal to acquire shares which is made to all or
substantially all of the shareholders of an institution or a
corporation which controls an institution shall, to the extent
required by the departnent in approving the proposal, provide
that the proposal will remain open for a specified m ninmm
period of tinme, that shares may be w thdrawn from deposit prior
to the time the person nmaeking the proposal becomes bound to
acquire themand that there will be pro rata acceptance of
shares offered or deposited if they exceed the nunber proposed
to be acquired.

(g) It shall be unlawful for any person directly or
indirectly to make any untrue statenent of a material fact or to
omt to state a material fact necessary in order to nake the
statements made, in the light of the circunstances in which they
were made, not msleading in connection with any acquisition of,

or proposal to acquire, shares within the scope of this section
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or in any application or subm ssion of information to the
department under subsection (c).

(h) The enforcenent and inplenentation of this section shal
be subject to regulation by the departnent.

(i) No approval under this section shall be required for an
acqui sition or proposal to acquire shares in the case of either:
(1) An acquisition or proposal to acquire shares by the
i ssuer thereof or by a person who at the time controls the
institution or corporation whose shares are proposed to be

acqui red,

(2) A nerger or consolidation which requires the approval of
t he departnent or the Federal Hone Loan Bank Board,

(3) A transaction by a broker-deal er who does no nore than
performthe customary broker's function in transactions on a
stock exchange or in the over-the-counter market, who receives
no nore than the customary broker's comm ssion and who does not
solicit, or arrange for the solicitation of orders, or

(4) A transaction of a type exenpted by regul ation of the
departnment in the light of the purposes of this act set forth in
section 103(a).

(5) An acquisition or proposal to acquire shares by the

i ssuer's tax qualified enpl oye benefit program

(j) (1) Any person who acquires or proposes to acquire
shares of an institution or of a corporation which controls an
institution in violation of this section or who violates
subsection (g) shall be guilty of a m sdeneanor and shall upon
conviction be subject, in the case of an individual, to
i mprisonnment for a period not exceeding five years or a fine not
exceedi ng five thousand dollars ($5,000), or both, and, in the

case of any other person, to a fine not exceeding fifty thousand
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dol | ars ($50, 000).

(2) Any person who violates any provision of this section
shall be liable to any institution or corporation or sharehol der
t her eof danmaged thereby and, in the discretion of the court, for
punitive danmages. The provisions of this section shall be
enforceable in any adm nistrative action, action or suit
instituted by the departnment or by any such institution,
corporation or shareholder to enjoin or restrain any violation
or threatened violation of that section.

Section 3. Section 502(b) of the act is anended to read:

Section 502. Nunber and Qualifications of Directors.--* * *

(b) Each director shall be a citizen of the United States
[and at | east two-thirds of the directors shall be residents of
Pennsyl vani a] .

Section 4. Section 513 of the act is repeal ed.

Section 5. Section 604(b) of the act is anended to read:

Section 604. Voting Rights of Menbers.--* * *

(b) A proxy:

(1) Shall be in witing and filed with the secretary of the

associ ation. Except as otherw se provided in the associ ation's

byl aws, a proxy shall be filed with the secretary not | ess than

five days prior to the neeting at which the proxy is to be

exerci sed.
(2) Shall, unless coupled with an interest, be revocable at
wi |l notw thstandi ng any agreenment to the contrary, but the

revocation of a proxy shall not be effective until witten
notice thereof has been given to the association,

(3) Shall not be revoked by the death or inconpetency of the
maker unl ess, before the vote is counted or the authority

exercised witten notice of such death or of an adjudication of
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such i nconpetence is received by the secretary.

Section 6. Section 816 of the act, anended Decenber 21, 1988
(P.L.21427, No.174), is anended to read:

Section 816. Authorizing Paynent of Earnings or Interest on
Savi ngs Accounts.--The board of directors shall determ ne the
earnings or interest, if any, to be credited not |ess frequently
than annually to savings accounts on the books of the
associ ation unl ess a savings account hol der shall have requested
and the association shall have agreed to pay earnings or
i nterest on such savings account in cash. Earnings or interest
payabl e in cash may be paid by check or bank draft. [Al
accounts of the sanme type and class shall be paid the sane rate
of earnings or interest.]

Section 7. Section 922(n) and (s) of the act, anmended or
added Decenber 18, 1986 (P.L.1723, No.206) and Decenber 21, 1988
(P.L.1427, No.174), are anended to read:

Section 922. Securities and Obligations.--An association may
invest its funds:

* x *

(n) In capital stock obligations or other securities of any
service corporation if the entire capital stock of such
corporation is available for purchase only by savings
associ ations and savi ngs banks organi zed and exi sting under the
| aws of the Commonweal th of Pennsylvani a, by Federal savings and
| oan associ ations having their hone offices in the Conmmonweal t h
of Pennsylvania, [and] by regional thrift institutions, as that

termis defined in section 114, and by foreign thrift

institutions, as that termis defined in section 114. The

departnment shall have the right to define service corporations

and the activities thereof. An association may nake investnents
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in service corporations up to three percent of its assets plus
such additional percentage of assets as the departnent may by
regul ati on authori ze,

* %

(s) Wth the prior approval of the departnent, in up to one
hundred percent of the stock of a bank, a bank and trust
conmpany, a trust conpany, a bank hol di ng conpany, a savi ngs
bank, a regional thrift institution [or], a regional thrift

institution holding conpany, or a foreign thrift institution or

a foreign thrift institution hol ding conpany, as those terns are

defined in the Banking Code of 1965 and in section 114.
Section 8. Section 1101(b.1) of the act, added Decenber 18,
1986 (P.L.1723, No.206), is anended to read:

Section 1101. Mergers, Consolidations and Conversions.--* *

(b.1) Upon conpliance with the requirenments of this article,
one or nore associations nmay nerge or consolidate with a

regional thrift institution or with a foreign thrift

institution, as those terns are defined in, and subject to any

applicable limts of, section 114.

* * %

Section 9. This act shall take effect imediately.
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