1702 Act 1986-205 LAWS OF PENNSYLVANIA
No. 1986-205

AN ACT
SB 1389

Amending the act of November 30, 1965 (P.L.847, No.356), entitled ‘‘An act
relating to and regulating the business of banking and the exercise by corpora-
tions of fiduciary powers; affecting persons engaged in the business of banking
and corporations exercising fiduciary powers and affiliates of such persons;
affecting the shareholders of such persons and the directors, trustees, officers,
attorneys and employes of such persons and of the affiliates of such persons;
affecting national banks located in the Commonwealth; affecting persons
dealing with persons engaged in the business of banking, corporations exercis-
ing fiduciary powers and national banks; conferring powers and imposing
duties on the Banking Board, on certain departments and officers of the Com-
monwealth and on courts, prothonotaries, clerks and recorders of deeds; pro-
viding penalties; and repealing certain acts and parts of acts,”’ providing for
Statewide and nationwide branching by savings banks and for regional, recip-
rocal interstate banking for savings banks; permitting savings banks to take
demand deposits; further providing for the articles of incorporation and
classes of stock of banking institutions; granting additional powers to savings
banks; clarifying the right of directors, trustees and officers to consider the
effect of an institution’s actions upon employees, depositors, borrowers and
others; providing for interested shareholder transactions; conferring certain
rights on noncontrolling shareholders of institutions and national banks; revis-
ing provisions for savings banks’ conversion to stock form; and making

" repeals.

The General Assembly makes the following findings as a basis for this act:

(1) The rapid development in recent years of interstate operations of
financial institutions can be expected to continue and to have significant
effects on the business of savings banks in this Commonwealth by reason
of the economic, regulatory, financial and technological forces that affect
the business.

(2) 1t is in the best interests of the economy of this Commonwealth
and its public to enable savings banks in this Commonwealth to remain
sound, strong and competitive with financial institutions located else-
where.

(3) As an increasing number of states authorize financial institutions
in their states to conduct interstate operations in some form, savings hanks
and their holding companies in this Commonwealth would be disadvan-
taged if not permitted to branch in any location and to combine on a
regional, reciprocal basis with thrift institutions in other states.

(4) Geographical limitations on interstate operations by thrift institu-
tions are important to the competitiveness, safety and soundness of Penn-
sylvania’s thrift institutions.

The General Assembly of the Commonwealth of Pennsylvania hereby
enacts as follows:
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Section 1. Section 102(f), (g), (i) and (x) of the act of November 30, 1965
(P.L.847, No.356), known as the Banking Code of 1965, amended April 8,
1982 (P.L.262, No.79), are amended to read:

Section 102. Definitions

Subject to additional definitions contained in subsequent chapters of this
act which are applicable to specific chapters or sections thereof, the follow-
ing words and phrases when used in this act shall have, unless the context
clearly indicates otherwise, the meanings given to them in this section:

* % %

(f) “‘Bank’’—a corporation which exists under the laws of this Common-
wealth and, as a bank under the Banking Code of 1933, was authorized to
engage in the business of receiving demand deposits on the effective date of
this act, or which receives authority to engage in such business as ¢ bank pur-
suant to this act, but which is not authorized to act as fiduciary..

(g) ‘Bank and trust company”’—a corporation which exists under the
laws of this Commonwealth and, as a bank and trust company under the
Banking Code of 1933, was authorized to engage in the business of receiving
demand deposits and to act as fiduciary on the effective date of this act, or
which receives authority both to engage in such business and to act as fidu-
ciary as a bank and trust company pursuant to this act.

x ¥ %

(i) ¢‘Capital’’—the sum of the par value of the [preferred and common]
issued and outstanding shares of an institution [issued and outstanding]
having a par value and the consideration received by an institution for the
issued and outstanding shares of the institution without par value except
such part thereof as may have been allocated other than to capital, but not in
an amount greater than the amount, if any, by which:

(i) the total assets of the institution which would properly be shown on
its balance sheet, exclusive of amounts due on unpaid subscriptions for
shares, exceed

(ii) the total of the items which would properly be shown on the liabil-
ity side of its balance sheet other than such sum of the par value of its
shares.

* % ¥

(x) “‘Savings bank’’—a corporation with or without capital stock which
exists under the laws of this Commonwealth and as a savings bank under the
Banking Code of 1933 was authorized to engage in the business of receiving
savings deposits on the effective date of this act or which receives authority
to engage in such business as a savings bank pursuant to this act.

* k %

Section 2. Section 105(a) of the act, amended July 25, 1977 (P.L.101,
No.37), is amended to read:

Section 105. Persons Authorized to Engage in Business of Receiving
Deposits and Money for Transmission

(a) Restriction of authorized persons—No person may lawfully engage in
this Commonwealth in the business of receiving money for deposit or trans-
mission, or lawfully establish in this Commonwealth a place of business for
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such purpose, except a bank, a bank and trust company, a savings bank, a
private bank, a savings association to the extent provided in the Savings
Association Code of 1967, a regional thrift institution to the extent provided
in section 117 of this act or section 114 of the Savings Association Code of
1967 and a person duly authorized by Federal law to engage in the business
of receiving money for deposit or transmission. A bank, a bank and trust
company and a savings bank that receives money for deposit shall insure
such deposits with the Federal Deposit Insurance Corporation or any other
Federal agency authorized by law to insure deposits,

* % %

Section 3. The act is amended by adding sections to read:
Section 112.1. Prohibition Against Certain Acquisitions

(@) Certain acquisitions unlawful—Except as provided in section 117, it
shall be unlawful for a commercial bank, a bank holding company, a thrift
institution or a thrift institution holding company to acquire-a savings bank
unless the acquiring entity, and any savings and loan holding company or
bank holding company which directly or indirectly owns or controls the
power to vote five percent or more of its shares, is located in Pennsylvania.

(b) Definitions— The terms in subsection (a) shall have the same meaning
as those terms 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 Regional, Reciprocal Operations of Savings

Banks

(a) Definitions for purpose of section—The following words and phrases
when used in this section shall have, unless the context clearly indicates oth-
erwise, the following meanings:

(i) *‘‘Acquire’’—to acquire (as defined in section 112(a)(i)) five percent
or more of the voting stock of an entity and shall also mean a merger or
consolidation or a purchase of assets and an assumption of liabilities,
other than in the regular course of business.

(i) “‘Bank holding company’’—the same meaning as that term has
under the Bank Holding Company Act of 1956, 12 U.S.C. § 1841(a).

(i) ‘‘Branch’—-an office which performs the functions described in
section 102¢h).

(iv) ‘‘Control’’-—the power, directly or indirectly, to direct the man-
agement or policies of an entity or to vote twenty-five percent or more of
any class of voting securities of an entity.

(v) *“Entity”—any corporation, partnership, association or similar
organization, including banks and thrift institutions.

(vi) ‘‘Pennsylvania savings bank’’—a savings bank as defined in
section 102(x).

(vii) “‘Pennsylvania savings bank holding company’’—an entity which
controls one or more Pennsylvania savings banks and is located in Penn-
sylvania.

(viii) “‘Region’’—the States of Delaware, Kentucky, Maryland, New
Jersey, Ohio, Virginia and West Virginia, and the District of Columbia.
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(ix) ‘‘Regional association’’—a savings and loan association or build-
ing and loan association located in and organized and operating undei 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.

(x) ‘“‘Regional savings bank’>’—a savings bank located in and orga-
nized and operating under the laws of a state in the region.

(xi) ‘“‘Regional thrift institution’’—a regional savings bank or a
regional association.

(xii) “‘Regional thrift institution holding company’’—an entity which
controls one or more regional thrift institutions and is locatedin a state in
the region.

(xiii) *“‘Savings and loan holding company’’—as defined in 12 U.S.C.
§ 1730a(a)(1)(D). _

{xiv) “‘State’’—includes the District of Columbia.

(xv) State in which an entity is ‘‘located”’—

(A) with regard to a thrift institution, the state in which its deposits
are largest; and

(B) with regard to a thrift institution holding company, a savings
bank holding company, a savings and loan holding company or a bank
holding company, the state in which the total deposits of its subsidi-
aries, including commercial banks, are largest.

Provided, that an entity or its legal successor that is located in Pennsyl-
vania on the effective date of this legislation shall be deemed thereafter to
be located in Pennsylvania regardless of the location of its deposits or the
deposits of its subsidiaries if said entity has not been either acquired by an
entity located outside of Pennsylvania or a party to a merger or consoli-
dation transaction in which the holders of its voting shares immediately
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
merger or consolidation.

(b) Acquisitions by regional thrift institutions and regional thrift instits-
tion holding companies—A regional thrift institution or regional thrift insti-
tution holding company may acquire a Pennsylvania savings bank-cr a Penn-
sylvania savings bank holding company if:

(i) the law of the state where the acquiring thrift institution or thrift
institution holding company is located and the law of the state where-any
savings and loan holding company or bank holding company which
directly or indirectly owns or controls the power to vote five percent or
more of its shares is located satisfies, in each case, the reciprocity require-
ment of subsection (d);

(i) the acquiring thrift institution or thrift institution holding
company and any savings and loan holding company or bank holding
company which directly or indirectly owns or controls the power to vote
five percent or more of its shares is, in each case, located in a state in the
region or in Pennsylvania; and

(iii) approval has been received from the department. When consider-
ing a proposed acquisition by a regional thrift institution or a regional



1706. Act 1986-205 LAWS OF PENNSYLVANIA

thrift institution holding company, the department shall give specific
attention to the effect of the acquisition on the availability, in this Com-
monwealth, of those banking and basic transaction account services set
forth in subsections (i) and (j}.

(¢c) Branching by regional savings banks—

(i) A regional savings bank may, with the prior written approval of the
department, maintain as a branch any office acquired as part of an acqui-
sition effected under this section or section 114 of the Savings Association
Code of 1967.

(ii) A regional savings bank may establish and maintain branches in
this Commonwealth if:

(A) the state in which it is located and the state in which any savings
and loan holding company or bank holding company which directly or
indirectly owns or has the power to vote five percent or more of its
shares is located satisfies, in each case, the reciprocity requirement of
subsection (d);

(B) the savings bank and any savings and loan holding company or
bank holding company which directly or indirectly owns or controls the
power to vote five percent or more of its shares is, in each case, located
In a state in the region or in Pennsylvania; and

(C) the branch is approved by the department in the same manner
and subject to the same conditions as are applicable to de novo-branches
of Pennsylvania savings banks under sections 904 and 905.

(d) Reciprocity requirement—

(i) The law of another state is reciprocal under this section to the
extent the department determines it to be so. The department’s determina-
tion under this subsection shall include, but is not limited to:

(A) with regard to acquisitions, whether the law of that other state
authorizes Pennsylvania savings banks and Pennsylvania savings bank
holding companies to acquire regional thrift institutions and regional
thrift institution holding companies located in that state on terms and
conditions reasonably equivalent to those applicable to acquisitions by
regional thrift institutions and regional thrift institution holding.compa-~
nies of Pennsylvania savings banks or Pennsylvania savings bank
holding companies and whether the law of that other state imposes con-
ditions on the acquisition by Pennsylvania savings banks or Pennsyl-
vania savings bank holding companies of regional thrift institutions or
regional thrift institution holding companies located in that state that
are substantially more onerous than those imposed on the same acquisi-
tions by thrift institutions or thrift institution holding companies
located in that state; and

(B) with regard to branching, whether the law of that other state
authorizes Pennsylvania savings banks to establish or maintain
branches in that state on terms and conditions reasonably equivalent to
those applicable to the establishment or maintenance of branches in
Pennsylvania by savings banks located in that state, and reasonably
equivalent to those applicable to the establishment and maintenance-of
branches in that state by a savings bank located in that state.
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(ii) The department need not determine that the law of another state
Jails to meet the reciprocity requirement of this subsection solely-hy reason
of the fact that that law does not allow Pennsylvania savings banks or
Pennsylvania savings bank holding companies to engage in a particular
type of branching or acquisition, or imposes conditions on such branching
or acquisition that are substantially more onerous than those imposed-on
the same activities of savings banks or savings bank holding companies
located in that state. However, in such circumstances, the department shall
find reciprocity only after imposing on the savings banks and savings bank
holding companies located in that state conditions and limitations on
branching and acquisitions in Pennsylvania substantially similar to those
imposed on branching and acquisitions in that state by Pennsylvania
savings banks and savings bank holding companies.

(iii) The department may determine that the law 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 Pennsylvania savings banks-or, alter-
natively, all Pennsylvania savings bank holding companies to engage on
equal terms with each other in the particular type of branching or acquisi-
tion.

(e) Authority of the department—In addition to the powers granted else-
where in this section and in other provisions of Pennsylvania law, the depart-
ment is authorized to impose any conditions or requirements it deems appro-
priate, in light of the purposes of this act, on thrift institutions and thrift
institution holding companies acquired or operating directly or- indirectly in
Pennsylvania under this section. Such conditions or requirements include,
but are not limited to, provisions for examinations, reports and the payment
of fees. The department may accept examinations and other reports of
Federal and state regulators and may enter into agreements with Federal and
state regulators for the exchange of information, including examination
reports,

(f) Change in circumstances—If a regional thrift institution or regional
thrift institution holding company located in another state which has
acquired a Pennsylvania savings bank or Pennsylvania savings bank holding
company or has established a branch in Pennsylvania under this section shall
have a change of circumstances so that it no longer satisfies the conditions of
subsections (b) and (c) (either by reason of a change in the place-in-which it-is
located or by reason of acquisition by a savings and loan holding-csm:peny er
a bank holding company located in a state which does not satisfy the condi-
tions of subsections (b) and (c) of five percent or more of its veting-shares, or
the power to vote those shares), said regional thrift institution or regional
thrift institution holding company shall divest each Pennsylvania savings
bank, savings bank holding company and branch it has acquired or estab-
lished prior to entering into a voluntary combination which causes such
change of circumstances or within one year (or such longer period of not
more than an additional year as the department may allow in writing) after
the occurrence of an event, other than a voluntary combination, which
causes the change in circumstances.
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(e) Effect of invalidity— The purpose of this section is solely to authorize
reciprocal, regional operations by savings banks and associations, and this
section shall not be construed to authorize any acquisition or the establish-
ment of any branch by any entity located in another state except as-expressly
provided in this section. In the event that any limitation on the geographical
location of entities granted acquisition or branching powers by this-sectisn=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 terminate immedi-
ately. Any acquisition or branch establishment consummated pursuant to
this section prior to such termination shall not be affected thereby.

(h) Acquisitions in other states by Pennsylvania savings banks and Penn-
sylvania savings bank holding companies—A Pennsylvania savings bank or
Pennsylvania savings bank holding company which proposes to acquire a
thrift institution or thrift institution holding company located in another
state shall file an application for approval by the department in such form
and upon payment of such fee as the department shall prescribe and shall
supplement such application with such additional information as the depart-
ment may reasonably request. The department shall conduct such investiga-
tion as it deems necessary to determine whether to approve or disapprove the
application. The investigation shall include consideration of the effects the
proposed acquisition would have on the availability, in this Commonwealth,
of those banking services and basic transaction account services set forth in
subsections (i) and (j). Within sixty days after receipt of the application or
within a longer period, not in excess of thirty days, after receipt from the
applicant of additional information requested by the department, the depart-
ment shall approve or disapprove the proposed acquisition and give written
notice of its decision to the applicant. In approving an acquisition under this
section, the department may place conditions upon such approval and inicor-
porate such terms and agreements as are deemed necessary to-effect-the pta
poses of this act.

(i) Availability of banking services—The department shall have the
authority to assure that interstate thrift acquisitions authorized by this
section will not diminish reasonable availability of banking services to all
segments of the public and economy of this Commonwealth, with special
emphasis on economic development and the financing of enterprises to the
end that employment opportunities will be either increased or, where there is
the prospect of reduction, retained. Upon receipt of an application for
approval of an acquisition by an institution or company located in another
state under subsection (b) or approval of an acquisition in another state by a
Pennsylvania savings bank or savings bank holding company under subsec-
tion (h), the department shall review the credit practices and policies of each
Pennsylvania savings bank or savings bank holding company which is
involved in the proposed transaction. Such review shall determine the overall
performance of such company or institution in providing credit-snd-finazsia!
services to individuals and business enterprises in the communities which it
serves in the light of its role as a thrift institution, its resources, its capital
and its income, the particular needs of such communities, competition and
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alternative sources of credit. With respect to individuals, there shall be a
review of consumer loans, residential mortgages, home improvement loans
and student loans, particularly to residents of low-income and moderate-
income neighborhoods. With respect to business enterprises, there shall be a
review of extensions of credit and investments intended to pro:ote-coszsizic
development and creation, or retention where there is the prospect of reduc-
tion, of employment opportunities, including, without limitation, Small
Business Administration and other small business loans, industrial develop-
ment loans, financing of employe stock option plans and leveraged buyouts
of businesses by employes, financing of nonprofit community development
projects, loans and investments intended to maintain existing businesses-and
to encourage economic expansion and job opportunities, and loans and
investments to promote participation by businesses in this Commenwealth.in
international trade and to increase exports. The review by the department
shall also include all other activities of the institution or company deerned to
be suitable to its particular circumstances and the communities served. If the
department determines that the overall performance of the institution or
company has not been materially deficient and that it justifies the-conchuion
that the institution or company does and will provide suitable credit and
financial services to its communities, it may approve the application without
imposing any terms or conditions but otherwise may impose such terms and
conditions as it deems appropriate to improve such overall performance over
a stated period of time. The department shall, from time to time, review the
continuing overall performance of each such institution or company 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 deems appropri-
ate.

() Availability of basic transaction account services—The department
shall have the authority to assure that thrift institution holding companies
and thrift institutions that become part of interstate banking organizations
by reason of acquisitions requiring approval under this section make basic
transaction account services available fo the public. For this purpose the
department shall obtain, from all sources available to it or through such
studies as it may commission, adequate information to determine:

(i) The needs of the public and, in particular, individuals with low or
moderate income, for a basic checking or other transaction account.

(i) The principal characteristics that such an account should have,
such as the nurmber of checks, deposits and other items for which a
minimum charge may be made, the amount or rate of such minimum
charge and the forms of identification that may be required for opening
and using such an account,

(iii) The existing availability of basic accounts with some or all of such
Drincipal characteristics currently offered by depository institutions,
including applicants under this section, in separate communities of this
Commonwealth.

An applicant shall, at the request of the department, supply information to
the department with respect to such accounts offered by the applicant-sxnd-by-
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each institution which is a subsidiary of the applicant. The department may
approve an application prior to the time it has acquired the information
required by this section, but the applicant and each institution which is a sub-
sidiary of the applicant shall be subject, both before and after an approval of
the acquisition under this section, to requirements imposed by the depart-
ment, from time to time, to assure to the public, in the communities served
by the institution, the continuing availability of the basic transaction account
services which the department has determined the public needs.

(k) Advisory Commission—For the purpose of advising the department
in the conduct of its functions under subsections (i) and (j), the advisory
commission established by section 116(k) is empawered and directed to
provide information, opinions and recommendations as to guidelines the
department may establish, from time to time, for the purpose of determining
the overall performance of an institution or company under subsection (i)
and the availability of basic transaction account services under subsection
G). All decisions and determinations made under this section shall be made
by the department.

Section 206. Interested Directors and Shareholders; Quorum

(@) Voting requirements—Any transaction authorized under Chapter 16
of this act between an institution or subsidiary thereof and a shareholder of
such an institution, or any transaction authorized under section 1803 of this
act in which a shareholder is treated differently from other shareholders of
the same class (other than any dissenting shareholders under section 1607 of
this act), shall require the affirmative vote of the shareholders entitled to cast
at least a majority of the votes which all shareholders other than the inter-
ested shareholder are entitled to cast with respect to the transaction, without
counting the vote of the interested shareholder. For the purposes of the pre-
ceding sentence, interesied shareholder shall include the shareholder who is a
party to the transaction or who is treated differently from other shareholders
and any person, or group of persons, that is acting jointly or in concert with
the interested shareholder and any person who, directly or indirectly, con-
trols, is controlled by or is under common control with the interested share-
holder. An interested shareholder shall not include any person who, in good
faith and not for the purpose of circumventing this subsection, is an agent,
bank, broker, nominee or trustee for one or more other persons, to the
extent that such other person or persons are not interested shareholdsers,

(b) Exceptions—Subsection (a) shall not apply to a transaction:

(i) which has been approved by a majority vote of the board of direc-
tors or trustees without counting the vate of directors or trustees who:
(A) are directors, trustees or officers of, or have a material equity
interest in, the interested shareholder; or
(B) were nominated for election as a director or trustee by the inter-
ested shareholder, and first elected as a director or trustee, within
twenty-four months of the date of the vote on the proposed transaction;
or
(i) in which the consideration to be received by the shareholders for
shares of any class of which shares are owned by the interested shareholder
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is not less than the highest amount paid by the interested shareholder in

acquiring shares of the same class.

(c) Approvals required—The approvals required by this section shall be
in addition to, and not in lieu of, any other approval required by this act, the
articles of the institution, the bylaws of the institution or otherwise.

Section 4. Section 503 of the act is amended to read:

Section 503. Deposits

[A savings bank may receive money for deposit and:

(a) Provisions for withdrawal—may provide by its articles or by-laws for
the terms of withdrawal thereof except that deposits may not be accepted
which are legally subject to withdrawal within a period of less than-fourteen
days,

(b) Notice in absence of provisions—shall repay deposits on demand
after sixty days’ notice in the absence of any requirement of notice in its arti-
cles, by-laws or rules or in the event of failure by the savings bank to give any
notice required by this act or by its articles, by-laws or rules,

(¢) Interest—may provide by rules of the savings bank or by agreement
with the depositor for payment of interest on deposits for the period of the
deposit and an additional period not in excess of fifteen calendar days-in any
one month or such longer time as the Department may provide by regulation,
and

(d) Limits on deposits—may limit the aggregate amount of the deposits
of any one person and may refuse any deposit or return all or-any part-of any
deposit when it deems such action in the best interests of the savings bank.]
An institution may receive money for deposit and may provide by rules of
the institution or by agreement with the depositor for the terms of with-
drawal thereof and for payment of interest thereon for the period of the
deposit and an additional period not in excess of fifteen calendar days-in any
one month or such longer time as the department may provide-by regulation.

Section 5. Section 904(c) of the act, amended March 4, 1982 (P.L.135,
No.44), is amended and the section is amended by adding a subsection to
read:

Section 904. Authorization of New Branches

* % %

(c) Eight years immediately following the effective date of this act, an
institution other than a savings bank may locate branches within any county
in the Commonwealth, subject to the same approval of the department as is
required under subsection (b)(v).

(d) A savings bank may, from and after the effective date of this act,
establish and maintain branches within any county in the Commonweaith, or
within any state of the United States or the District of Columbia, subject to
the same approval of the department as is required under subsection-(&)(v}.

Section 6. Section 1004 of the act, amended April 8, 1982 (P.L.262,
No.79), is amended to read:

Section 1004. Articles of Incorporation

(a) Execution—Articles of incorporation shall be signed by at least five
of the incorporators in the case of a mutual savings bank and by each of the
incorporators in any other case.
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(b) Contents—The articles shali set forth in the English language:

(i) the name of the institution;

(i) the location and post office address of its principal place of busi-
ness;

(iii) a brief statement of the purpose or purposes for which it is incor-
porated and that it is incorporated under the provisions of this act;

(iv) theterm for which it is to exist which may be perpetual;

(v) except in the case of a mutual savings bank, the aggregate number
of shares which the institution shall have authority to issue and

(A) if the shares are to consist of one class only, the par value of
each of the shares, or

(B) if the shares are to be divided into classes, [the number of shares
of each class, the par value of each share of each class, a description of
each class and a statement of the preferences, redemption provisions,
qualifications, limitations, restrictions and the special or relative rights
granted to or imposed upon the shares of each class;)

(I) the number of shares of each class that are to have a par
value and the par value of each class and the number of shares of
each class, if any, that are to be without par value,

(I) a statement of the designations, preferences, redemption
provisions, qualifications, privileges, limitations, options, conver-
sion rights and other special rights in respect of the shares of any
class or series of any class, the fixing of which by the articles is
desired, and

{1ll) a statement of such authority as may be desired to vest in
the board of directors to fix by resolution any designations, prefer-
ences, redemption provisions, qualifications, privileges, limitations,
aptions, conversion rights and other special rights in respect of the
shares of any class or a series of any class that shall not be fixed in the
articles;

(vi) the name, occupation, citizenship, place of residence and post-
office address of each incorporator and, except in the case of a mutual
savings bank, the number of shares to which he has subscribed;

(vii) the name, occupation, citizenship, place of residence and post-
office address, in the case of a savings bank, of each of the first trustees
and, in any other case, of each of the first directors who shall serve until
the first annual meeting;

(viii) except in the case of a mutual savings bank, any provision which
the incorporators may choose to insert granting to shareholders preemp-
tive rights to subscribe to issues of shares or securities of the institution;
and

(ix) any provision not inconsistent with law which the incorporators
may choose to insert for the regulation of the internal affairs and business
of the institution.

Section 7. Section 1202 of the act is amended to read:
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Section 1202. Classes of Shares

(a) Types of shares—An institution may create and issue:

(i) common shares with par value, and

(i) one or more classes of [preferred] other shares and one or more
series of shares within any class thereof, all of which {shall beJ classes may
consist of shares with par value or shares without par value and any or all
of which classes or series may consist of shares with full, limited, multi-
plel,] or fractional or no voting rights and with such designations, prefer-
ences, qualifications, privileges, limitations, redemption provisions,
options, conversion rights and other special rights as shall be stated [or
authorized] in the articles or in the resolution or resolutions providing for
the issue of such shares adopted by the board of directors pursuant to
authority expressly vested in it by the articles. Any of the terms of a class
or series of preferred shares may be made dependent upon facts ascertain-
able outside of the articles, or outside of the resolution or resolutions pro-
viding for the issue of such shares adopted by the board of directors pursu-
ant to authority expressly vested in it by the articles, provided that the
manner in which the facts will operate upon the terms of the class or series
is set forth in the articles or in the resolution or resolutions providing for
the issue of such shares adopted by the board of directors. Different series
of the sarne class of shares shall not be construed to constitute different
classes of shares for the purpose of voting by classes under this act.

(b) Redemption of [preferred] redeemable shares—Any [preferred]}
redeemable shares subject to redemption shall be redeemable only.pro-rata-or
by lot or by such other equitable method as is selected by the board of direc-
tors, except as otherwise provided in the articles.

(c) Status of shares—Shares of an institution shall be deemed personal
property. Except as otherwise provided in the articles, each share shall be in
all respects equal to every other share.

(d) Method of Issue—Unless the articles or by-laws otherwise provide,
the board of directors may, by resolution duly adopted, issue from time to
time, in whole or in part, the shares authorized by the articles.

(e) Increase or decrease—The power to increase or decrease authorized
capital as provided in, and subject to the limitations [of, chapter 15] of this
act shall apply to all or any shares authorized by subsection (a) of this
section.

() Filing of statement affecting class or series of shares—Before any
institution shalil issue any shares of any class or any series of any class of
which the designations, preferences, qualifications, privileges, limitations,
redemption provisions, options, conversion rights and other special rights, if
any, shall not have been set forth in the articles but shall be provided for in a
resolution or resolutions adopted by the board of directors pursuant to
authority expressly vested in it by the articles, the institution shall:

(i) file with the department a statement executed under the seal of the
institution and signed by two duly authorized officers of the institution,
setting forth:
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(A) the name of the institution,
(B) the resolution establishing and designating the class or series
and fixing and determining the relative rights and preferences-theresf,
(C) the aggregate number of shares of such class or series estab-
lished and designated by:
(I) such resolution,
(1) all prior statements, if any, filed under this act with respect
thereto, and
(III) any other provision of the articles,
(D) the date and manner of the adoption of such resolution, and
(i) file with the Department of State a copy of the statement described
in clause (i}, stamped or otherwise marked by the department to evidence
the prior filing thereof with the department pursuant to clause (i). Upon
the filing of such staterment with the Department of State, the resolution
shall become effective and shall operate as an amendment of the articles.

(g) Increase or decrease in number of shares—FExcept to the extent other-
wise provided in the articles or in any such resolution, the number of shares
of any class or series established and designated in such resolution may be
increased or decreased (but not below the number of shares thereof then out-
standing) by a statement and a copy thereof filed with the department and
with the Department of State, respectively, in accordance with the proce-
dures described in subsection (f), setting forth a resolution adopted by the
board of directors increasing or decreasing the authorized number of shares
of such class or series. In case the number of shares shall be decreased, the
number of shares so specified in the statement shall resume the status which
they had prior to the adoption of the preceding resolution or resolutions with
respect thereto.

(h) Preferences, voting rights, etc.—Except to the extent otherwise pro-
vided in the articles or in any such resolution, the authority granted to the
board of directors to determine the designations, preferences, qualifications,
privileges, limitations, redemption rights, options, conversion rights and
other special rights of any class or series shall be deemed to include the power
to determine preferences as to dividends or assets which are prior or subordi-
nate to or on parity with any other class or series and to determine designa-
tions, qualifications, privileges, limitations, redemption provisions, options,
conversion rights and other special rights, including, but not limited to,
voting rights, which are greater or lesser than or equal to those of any other
class or series, whether or not the other shares are issued or outstanding at
the time when the board of directors acts to determine them.

Section 8. Section 1203(a) of the act, amended July 23, 1970 (P.L.597,
No.199), is amended to read:

Section 1203. Consideration for Shares

(a) Minimum requirements—Except in the case of a distribution of
shares of the institution authorized by section 1303 or shares issued upon
exchanges or conversions, shares of an institution may be issued only for
cash in an amount, or for assets with a value, which shall be at least:
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(i) in the case of the issuance of common shares and other shares with
par value either:
(A) the par value of the shares if the surplus of the institution will
be at least equal to its capital after the issuance of the shares, or
(B) the par value of the shares and such additional amount up to
fifty percent of the par value of the shares as may be required to provide
surplus equal to capital after the issuance of the shares, or
(C) the par value of the shares and an additional amount equal to
fifty percent of the par value of the shares if the surplus of the institu-
tion will not be at least equal to its capital after the issuance of the
shares, and
in the case of a new institution, such additional amount as may be neces-
sary to provide the expense fund required by section 1010(b)(i) of this act;
and
{(ii) in the case of the issuance of [preferred shares, the par value
thereof.] other shares without par value, the amount of value of the agreed
consideration received for such shares which the board of directors shall,
in the resolution authorizing the issue of such shares, allocate to capital or
surplus by specifying in dollars the part of such consideration-allecated to
capital, which shall not be less than the preferential right of such sharesin
the assets of the institution in the event of involuntary liquidaties, and the
part of such consideration allocated to surplus.
* % %
Section 9. Sections 1205(a) and 1303(b) of the act are amended to read:
Section 1205. Share Certificates
(a) Contents—The shares of an institution shall be represented by share
certificates which shall in every case contain:
(i) a statement that the institution is incorporated under the laws of
this Commonwealth,
(i) the name of the registered holder of the shares represented
thereby,
(iii) the number and class of shares which the certificate represents,
and the designation of the series, if any,
(iv) the par value of each share represented, or a statement that the
shares are without par value,
and if the institution is authorized to issue shares of more than one class, the
certificate shall contain on the face or back either a full or a summary state-
ment, or a statement that the institution will furnish to any shareholder upon
request and without charge a full statement, of the designations, preferences,
limitations and relative rights of the shares of each class authorized to be
issued and, if the institution is authorized to issue any class in series, the vari-
ations in the relative rights and preferences between the shares of each such
series so far as the same have been fixed and determined and the authority-ef
the board of directors to fix and determine the relative rights and preferences

of subsequent series.
* % *
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Section 1303. Distributions of Shares of Institution

* ¥ %

(b) Capital and surplus requirements—No distribution may be made in
authorized but unissued shares of the institution unless:

(i) if the distribution is made in shares having a par value, there shall
be transferred to capital an amount equal to the aggregate par value of the
shares distributed, [and]

(i) If the distribution is made in shares without par value, the board of
directors may fix a value for the shares so issued and there shall be trans-
Serred to capital at the time of such distribution an amount of-accurlated
net earnings equal to the aggregate value so fixved, and

(iii) immediately after the distribution, surplus would be at least equal
to the amount of capital.

* k ¥

Section 10. Section 1306 of the act, amended May 21, 1980 (P.L.173,
No.51), is amended to read:

Section 1306. Redemption and Acquisition of [Preferred} Redeemable
Shares; Statement of Reduction of Authorized Shares

(a) Unless otherwise provided in its articles, an institution may by resolu-
tion of its board of directors and with the prior approval of the department
redeem or otherwise acquire [preferred] shares subject to redemption if
immediately after the redemption or other acquisition surplus would be at
least equal to the amount of capital. In determining whether or not to give its
approval under this subsection (a), the department shall give primary consid-
eration to the question whether or not, after the cancellation of the [pre-
ferred] shares, the capital accounts of the institution would be adequate to
support its anticipated deposit volume. The provisions of this section do not
restrict or otherwise affect the power of an institution with prior approval of
the department to purchase (subject to the requirements of this act as to
capital and surplus), hold and own its shares other than [preferred] shares
subject to redemption.

(b) ([Preferred shares] Shares subject to redemption which are redeemed
or otherwise acquired shall be canceled and shall not be reissued. Immedi-
ately upon the redemption or other acquisition, the institution shall deliver to
the department a statement of reduction of authorized shares which shall be
signed by two duly authorized officers under its seal and shall set forth:

(i) the aggregate number of shares of each class which the institution
had authority to issue and the number of issued shares of each class,

(ii) the number of [preferred] shares of each class subject to redemp-
tion which have been canceled,

(iii) the aggregate number of shares of each class which the institution
has authority to issue after giving effect to the reduction made by such
cancellation, and

(iv) the provisions of the articles of the institution which are to be
changed by reason of the reduction of authorized shares.

If the Department of Banking finds that the statement conforms to law it
shall deliver the statement with its written approval to the Department of
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State for filing. Receipt thereof by the Department of State shall have the
effect of amending the articles of the institution to the extent of the changes
set forth in the statement. The Department of State shall make and retain a
copy of the statement and shall send the approved statement to the institu-
tion.

Section 11. Sections 1411 and 1503(d) of the act are amended to read:
Section 1411. Responsibility of Directors, Trustees and Officers

(@) Good faith—Directors, trustees and officers ‘of an institution shall
discharge the duties of their respective positions in good faith and with that
diligence, care and skill which ordinarily prudent men would exercise under
similar circurnstances in like positions.

(b) Consideration of effect of action—In discharging the duties of their
respective positions, the board of directors or trustees, committees of the
board, individual directors and trustees and individual officers may, in con-
sidering the best interests of the institution, consider the effects of any action
upon employes, depositors, borrowers, beneficiaries of fiduciary accounts,
creditors and suppliers of the institution, communities in which offices or
other establishments of the institution are located and all other pertinent
Jactors.

Section 1503. Proposal and Adoption of Amendments

* % %

(d) Shareholders entitled to vote—If a proposed amendment would:

(i) make any change in the preferences, [redemption provisions,] qual-
ifications, limitations, restrictions or special or relative rights of the shares
of any class or series adverse to such class or series,

(ii) increase or decrease the par value of the shares of any class,

(iii) increase the authorized number of shares of any class or series,
unless otherwise provided in the articles,

(iv) limit or deny the existing preemptive rights of the shares of any
class, [or]

(v) authorize a new class or series of shares having a preference as to
dividends or assets, or increase the number of authorized shares of any
existing class or series, having a preference as to dividends or assets, senior
[or superior in any respect] to the shares of [any] a class [previously autho-
rized,] or series, or

(vi) authorize the board of directors to fix and determine the relative
rights and preferences as between series of any preferred or special class,

the holders of the outstanding shares of such class or series shall be entitled
to vote as a class on such amendment, regardless of any limitation stated in
the articles on the voting rights of (such] any class. Except in such case, only
the holders of outstanding shares who, under the articles are entitled to vote
on proposed amendments, shall be entitled to vote thereon.

Section 12. The heading of Chapter 16 and section 1601 of the act are
amended to read:
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Chapter 16
Mergers [and}, Consolidations and Certain Other Fundamental
Transactions

Section 1601, Application of Chapter

This chapter shall apply to, and the word ‘‘institution’’ in this chapter
shall mean, an incorporated institution, except that section 1610 shall apply
to a national bank as provided therein.

Section 13. Section 1609(a), (i) and (j) of the act, amended April 8, 1982
(P.L.262, No.79), July 6, 1984 (P.L.606, No.125) and July 6, 1984 (P.L.621,
No.128), are amended to read:

Section 1609. Mergers, Consolidations and Conversions of Savings Banks

(a) Authority to merge, consolidate or convert—

(i) upon compliance with the requirements of sections 1602, 1603,
1604, 1605 and 1606, a savings bank may enter into a merger or consoli-
dation with one or more other savings banks. In the event the book value
of the total assets of the acquired savings bank is less than one percent in
excess of the book value of the total liabilities, the resulting institution
may maintain as a branch, any office operated by the acquired institution.

(i) upon compliance with the requirements of this section and other
applicable law, one or more savings banks and one or more associations
may merge into a savings bank or into an association or consolidate into a
new savings bank or a new association. The word ‘‘association”’ in this
chapter shall mean an association subject to the Savings Association Code
of 1967. '

(iii) upon compliance with the requirements of this section and other
applicable law,

(A) one or more savings banks, one or more Federal savings banks

and one or more Federal savings and loan associations may mergeints a

savings bank, Federal savings bank or a Federal savings and loan associ-

ation or consolidate into a new savings bank, a new Federal savings
bank or a new Federal savings and loan association, and

(B) one or move savings banks may merge or consolidate with a
regional thrift institution as defined in and subject to any applicable

limits of section 117.

(iv) the authority of a savings bank to merge or consolidate into a
Federal savings bank or Federal savings and loan association shall be
subject to the condition that at the time of the transaction the laws of the
United States shall authorize a Federal savings bank or Federal savings
and loan association ta merge or consolidate into a savings bank.

(v) upon compliance with the requirements of this section and other
applicable law,

(A) asavings bank may be converted into an association, or
(B) asavings bank may be converted into a Federal savings bank or

a Federal savings and loan association, subject to the condition that at

the time of the transaction the laws of the United States shall authorize

a Federal savings bank or a Federal savings and loan association to

convert into a savings bank.
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(vi) upon compliance with the requirements of this section and other
applicable law and subject to the laws of the United States, a Federal
savings bank or a Federal savings and loan association may be converted
into a savings bank or an association.

(vi)) upon compliance with the requirements of this section, a mutual
savings bank may be converted into a stock savings bank. A stock savings
bank shall have authority, upon compliance with the requirements of this
section, to enter into a merger or consolidation with one or more other
stock savings banks, banks, bank and trust companies, trust companies or
stock savings and loan associations.

(viii) all mergers, consolidations and conversions in which the result-
ing corporation is a savings bank or an association shall be subject to the
approval of the department.

* % %

(i) Review of approval of a merger, consolidation or conversion that
results in a stock savings barik—The department’s approval of a merger,
consolidation or conversion that results in a stock savings bank shall not be
reviewable except by an appeal to the Commonwealth Court filed within
twenty days after notice of the approval appears in the Pennsylvania Bulle-
tin. In any such appeal, the department’s determination that the plan ade-
quately protects the interests of depositors of a mutual savings bank which is
a party to the plan shall be conclusive if:

(i) such depositors are given [the] a preemptive right to buy shares of
the stock savings bank at fair market value or at the price at which shares
are sold to the public in a public offering in connection with the conver-
sion, or

(i) such depositors are not given a preemptive right to buy shares by
reason of the determination referred to in subsection (j) of this section,
and the plan makes available to the savings bank significant additiénal
funds which are junior in right to the deposits[, and the book valué of the
mutual savings bank’s assets does not exceed the dollar amount of its totai
liabilities].

(3) Inthe event of conversion by a mutual savings bank to a stock savings
bank, all depositors shall be given a preemptive right to purchase stock. The
preemptive right to depositors shall be nonassignable. The department, by
regulation, [shalll may define the rights and prescribe the terms on which
{such preemptive rights] they may be exercised. In the event the book value
of the total assets of the savings bank, determined in accordance with gener-
ally accepted accounting principles, is less than [one] two percent in excess of
the book value of its total liabilities, no preemptive rights will be given
depositors, unless determined to be in the public interest by the Secretary of
Banking. A stock savings bank which has converted from a mutual savings
bank may not be voluntarily liquidated for a period of ten years from the
date of conversion.

Section 14. The act is amended by adding a section to read:

Section 1610. Right of Shareholders to Receive Payment for Shares Fol-
lowing a Control Transaction
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(a) Rights and remedies— Unless (i) the bylaws, by amendment adopted
within ninety days of the date of enactment of this section and not subse-
quently rescinded by an amendment of the articles, or (i) the articles explic-
itly provide that this section shall not be applicable to the institution, any
holder of voting shares of an institution that becomes the subject of a control
transaction described in subsection (b) who shall object to the transaction
shall be entitled to the rights and remedies herein provided.

(b) Definition—

(i) A controlling person or group shall mean, for the purposes of this
section, a person who has, or a group of persons acting in concert that has,
voting power over voting shares of the institution that would entitle the
holders thereof to cast at least thirty percent of the votes that all share-
holders would be entitled to cast in an election of directors or trustees of
the institution.

(i) Notwithstanding clause (i), a person or group which would other-
wise be a controlling person or group within the meaning of this section
shall not be deemed such a controlling person or group unless, subsequent
to the enactment of this section, that person or group increases the per-
centage of outstanding voting shares of the institution over which it has
voting power to in excess of the percentage of outstanding voting shares of
the institution over which that person or group had voting power on the
date of enactment of this section, and to at least the amount specified in
clause (i), as the result of forming or enlarging a group, or acquiring, by
purchase, voting power over voting shares of the institution.

(iii) (A) A person shall not be a controlling persan under clause (i) if

such person holds voting power, in good faith and not for the purpose

of circumventing this section, as an agent, bank, broker, nominee or
trustee for one or more beneficial owners who do not individually or, if
they are a group acting in concert, as a group have the voting power
specified in clause (i) or who are not deemed a controlling person or
group under clause (ii). )

(B) For the purposes of this section, a person has voting power over

a voting share if such person has or shares, directly or indirectly,

through any option, contract, arrangement, understanding, conversion

right or relationship, or by acting jointly or in concert or otherwise, the
power to vote, or to direct the voting of, such voting share.

(iv) A control transaction shall mean, for the purposes of this section,
the acquisition by a person or group of the status of a controlling person
or group other than in the conversion to stock form of a mutual savings
bank.

(c) Notice—Prompt notice that a control transaction has occurred shall
be given by the controlling person or group to each shareholder of record of
the institution holding voting shares. If the person or group so requests, the
institution shall, at the option of the institution and at the expense of the
person or group, either furnish a list of all such shareholders to the person or
group or mail the notice to all such shareholders. There shall be included in
or enclosed with the notice a copy of this section and subsections (F) through
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() of section 515 of the act of May 5, 1933 (P.L.364, No.106), known as the
““‘Business Corporation Law.”’

(d) Demand for payment—After the occurrence of the control trans-
action, any holder of voting shares of the institution may, prior to or within
a reasonable time after the notice required by subsection (c) is given, which
time period may be specified in the notice, make written demand on the con-
trolling person or group for payment of the amount provided in subsection
(e) with respect to the voting shares of the institution held by the sharcholder,
and the controlling person or group shall agree to pay that amount to the
shareholder upon surrender of the share certificate or certificates represent-
ing such shares. The demand of the shareholder shall state the number and
class or series, if any, of the shares owned by him with respect to which the
demand is made. Nothing contained in this section shall preclude a control-
ling person or group subject to this section from offering, whether in such
notice or otherwise, to purchase voting shares of the institution at a price
 other than that provided in subsection (e), and nothing contained in this

section shall preclude any shareholder from agreeing to sell his voting shares
at that or any other price to any person.

(e) Shareholders’ rights—A shareholder making written demand under
subsection (d) shall be entitled to receive cash for each of his shares in an
amount equal to the fair value of each voting share as of the day prior to the
date on which the control transaction occurs, taking into account all relevant
Jactors, including an increment representing a proportion of any value
payable for acquisition of control of the institution. Either the controlling
person or group or the shareholder may proceed under subsections (F)
through (I) of section 515 of the act of May 5, 1933 (P.L.364, No.106),
known as the ‘‘Business Corporation Law,” for a determination of the fair
value of such share as defined in this subsection. The date of notice of the
occurrence of the control transaction, or if no notice is given, the date of
written demand made by the shareholder, shall be deemed to be the effective
date of the plan, the shareholders who make written demand shall be deemed
to be the dissenting shareholders, and the controlling person or group shall
be deemed to be the institution for the purposes of those subsections.

() Control transactions—A person or group that proposes to engage in a
control transaction may comply with the requirements of this section in-con-
nection with the control transaction, and the effectiveness of the rights
afforded herein to shareholders may be conditioned upon the<ssszmmation
of the control transaction. The person or group shall give prompt written
notice of the satisfaction of any such condition to each shareholder who has
made demand as herein provided.

(g) Application—Subsections (a) through (f) shall apply to any national
bank located in Pennsylvania unless such application is in conflict with an
express provision of the national banking laws.

Section 15. All acts and parts of acts are repealed insofar as they are
inconsistent with this act.
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Section 16. Section 6 (section 1004), section 7 (section 1202), section 11
(section 1503(d)) and section 13 (section 1609(i) and (j)), shall take effect
immediately. All other provisions of this act shall take effect in 60 days.

APPROVED—The 18th day of December, A. D. 1986.
DICK THORNBURGH



