
1994 SESSION

ENGROSSED

LD1748288
1 HOUSE BILL NO. 1040
2 House Amendments in [ ] –– February 8, 1994
3 A BILL to amend and reenact §§ 6.1-398, 6.1-399, 6.1-402, 6.1-404, 6.1-406, and 6.1-407 of the Code
4 of Virginia and to repeal § 6.1-401 of the Code of Virginia, relating to banking and finance;
5 interstate banking.
6 ––––––––––
7 Patrons––Bennett, Clement, Copeland, Deeds, Forbes, Hargrove, Parrish, Reynolds, Robinson, Scott,
8 Watkins and Woodrum; Senators: Bell, Colgan, Holland, R.J., Norment, Reasor, Saslaw and
9 Wampler

10 ––––––––––
11 Referred to Committee on Corporations, Insurance and Banking
12 ––––––––––
13 Be it enacted by the General Assembly of Virginia:
14 1. That §§ 6.1-398, 6.1-399, 6.1-402, 6.1-404, 6.1-406, and 6.1-407 of the Code of Virginia are
15 amended and reenacted as follows:
16 § 6.1-398. Definitions.
17 As used in this chapter, unless a different meaning is required by the context, the following words or
18 phrases shall have the following meanings:
19 "Acquire" means:
20 1. The merger or consolidation of one bank holding company with another bank holding company;
21 2. The acquisition by a bank holding company of direct or indirect ownership or control of voting
22 shares of another bank holding company or a bank, if, after such acquisition, the bank holding company
23 making the acquisition will directly or indirectly own or control more than five percent of any class of
24 voting shares of the other bank holding company or the bank;
25 3. The direct or indirect acquisition by a bank holding company of all or substantially all of the
26 assets of another bank holding company or of a bank; or
27 4. Any other action that would result in direct or indirect control by a bank holding company of
28 another bank holding company or a bank.
29 5. The term "acquire" does not permit the branching or merging of banks across state lines.
30 "Bank" shall mean an institution which has or is eligible for insurance of deposits by the Federal
31 Deposit Insurance Corporation have the same meaning set forth in 12 U.S.C. § 1841 (c).
32 "Bank holding company" shall have the same meaning set forth in 12 U.S.C. § 1841 (a) (1).
33 "Control" shall have the same meaning set forth in 12 U.S.C. § 1841 (a) (2).
34 "Principal place of business of a bank holding company" shall be the state in which the largest
35 amount of the deposits of its bank subsidiaries (excluding off-shore deposits) is located as of the end of
36 the last calendar year.
37 "Region" means the States of Alabama, Arkansas, Florida, Georgia, Kentucky, Louisiana, Maryland,
38 Mississippi, North Carolina, South Carolina, Tennessee, Virginia and West Virginia, and the District of
39 Columbia, which for the purposes of this chapter shall be considered a state.
40 "Regional bank" means a bank that:
41 1. Is organized under the laws of the United States or of one of the states in the region other than
42 Virginia; and
43 2. Has its main office and all branches, if any (excluding off-shore branches), located only in states
44 within the region.
45 "Regional Out-of-State bank holding company" means a bank holding company:
46 1. That has its principal place of business in a state within the region other than Virginia; and
47 2. Whose regional bank and Virginia bank subsidiaries hold more than eighty percent of the total
48 deposits held by all of its bank subsidiaries (excluding off-shore branches), other than bank subsidiaries
49 controlled by it in accordance with § 6.1-401. For purposes of this computation, a bank created and
50 acquired under § 6.1-392 shall be treated as a "regional bank." For purposes of this chapter, any deposit
51 in a bank located outside of the region owned on January 1, 1985, by a bank holding company which
52 would be a Virginia bank holding company on such date if this chapter were in effect, shall not be
53 treated as a deposit of a subsidiary bank for purposes of applying the eighty-percent test set forth in this
54 section or determining the total bank deposits or regional bank deposits held by subsidiary banks of a
55 bank holding company;
56 3. That is not controlled by a bank holding company other than a regional bank holding company;
57 and
58 4. That neither is controlled by nor is a foreign bank as defined in the International Banking Act of
59 1978 (12 U.S.C. § 3101 (7)) other than a foreign bank which has designated prior to January 1, 1984, a
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60 state within the region [ or the District of Columbia as defined in this section prior to July 1, 1994, ] as
61 its home state pursuant to 12 U.S.C. § 3103 (c).
62 "State" means any state of the United States or the District of Columbia.
63 "Subsidiary" with respect to a bank means:
64 1. Any company twenty-five percent or more of whose voting shares (excluding shares owned by the
65 United States or by any company wholly owned by the United States) is directly or indirectly owned or
66 controlled by such bank holding company, or is held by it with power to vote;
67 2. Any company the election of a majority of whose directors is controlled in any manner by such
68 bank holding company; or
69 3. Any company with respect to the management or policies of which such bank holding company
70 has the power, directly or indirectly, to exercise a controlling influence, as determined by the
71 Commission, after notice and opportunity for hearing.
72 "Virginia bank" means a bank that:
73 1. Is organized under the laws of this Commonwealth or of the United States;
74 2. Has its main office and branches, if any (excluding off-shore branches), located only in this
75 Commonwealth; and
76 3. Is not a bank acquired under the provisions of § 6.1-392.
77 "Virginia bank holding company" means a bank holding company:
78 1. That has its principal place of business in this Commonwealth; and
79 2. Whose Virginia bank and regional bank subsidiaries hold more than eighty percent of the total
80 deposits held by all of its bank subsidiaries, other than bank subsidiaries controlled by it in accordance
81 with § 6.1-401; and
82 3. That is not controlled by a bank holding company other than a Virginia bank holding company.
83 § 6.1-399. Acquisitions by out-of-state bank holding companies.
84 A. Any regional An out-of-state bank holding company that does not have a Virginia bank subsidiary
85 other than a Virginia bank subsidiary that was acquired either pursuant to § 116 or § 123 of the Garn-St.
86 Germain Depository Institutions Act of 1982 (12 U.S.C. § 1730 a (m), § 1823 (f)) in a transaction
87 involving assistance by the Federal Deposit Insurance Corporation or, except as acquired in the regular
88 course of securing or collecting a debt previously contracted in good faith, as provided in § 3 (a) of the
89 Bank Holding Company Act of 1956 as amended (12 U.S.C. § 1842 (a)), may acquire a Virginia bank
90 holding company or a Virginia bank with the approval of the Commission. The regional out-of-state
91 bank holding company shall submit to the Commission an application for approval of such acquisition,
92 which application may be approved in the event:
93 1. The Commission determines that the laws of the state in which the regional out-of-state bank
94 holding company making the acquisition has its principal place of business permit Virginia bank holding
95 companies meeting the criteria in this chapter to acquire banks and bank holding companies in that state;
96 2. The Commission determines that the laws of the state in which the regional out-of-state bank
97 holding company making the acquisition has its principal place of business permit such regional
98 out-of-state bank holding company to be acquired by the Virginia bank holding company or Virginia
99 bank sought to be acquired. For the purposes of this subsection, a Virginia bank shall be treated as if it

100 were a Virginia bank holding company;
101 3. The Commission determines either that the Virginia bank sought to be acquired has been in
102 existence and continuously operating for more than two years or that all of the bank subsidiaries of the
103 Virginia bank holding company sought to be acquired have been in existence and continuously operating
104 for more than two years. The Commission may approve the acquisition by a regional an out-of-state
105 bank holding company of all or substantially all of the shares of a bank organized solely for the purpose
106 of facilitating the acquisition of a bank that has been in existence and continuously operating as a bank
107 for more than two years; and
108 4. The Commission makes the acquisition subject to any conditions, restrictions, requirements or
109 other limitations that would apply to the acquisition by a Virginia bank holding company of a bank or
110 bank holding company in the state where the regional out-of-state bank holding company making the
111 acquisition has its principal place of business but that would not apply to the acquisition of a bank or
112 bank holding company in such state by a bank holding company all the bank subsidiaries of which are
113 located in that state.
114 B. A regional An out-of-state bank holding company that has a Virginia bank subsidiary other than a
115 Virginia bank subsidiary that was acquired either pursuant to § 116 or § 123 of the Garn-St. Germain
116 Depository Institutions Act of 1982 (12 U.S.C. § 1730 a (m), § 1823 (f)) in a transaction involving
117 assistance by the Federal Deposit Insurance Corporation or, except as acquired in the regular course of
118 securing or collecting a debt previously contracted in good faith, as provided in section 3 (a) of the
119 Bank Holding Company Act of 1956 as amended (12 U.S.C. § 1842 (a)), may acquire any Virginia bank
120 or Virginia bank holding company with the approval of the Commission. The regional out-of-state bank
121 holding company shall submit to the Commission an application for approval of such acquisition, which
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122 application may be approved in the event:
123 1. The Commission determines either that the Virginia bank sought to be acquired has been in
124 existence and continuously operating for more than two years or that all of the bank subsidiaries of the
125 Virginia bank holding company sought to be acquired have been in existence and continuously operating
126 for more than two years. The Commission may approve the acquisition by a regional an out-of-state
127 bank holding company of all or substantially all of the shares of a bank organized solely for the purpose
128 of facilitating the acquisition of a bank that has been in existence and continuously operating as a bank
129 for more than two years or the trust department or trust operations of such a bank; and
130 2. The Commission makes the acquisition subject to any conditions, restrictions, requirements or
131 other limitations that would apply to the acquisition by a Virginia bank holding company of a bank or a
132 bank holding company in the state where the regional out-of-state bank holding company making the
133 acquisition has its principal place of business but that would not apply to the acquisition of a bank or a
134 bank holding company in such state by a bank holding company all the bank subsidiaries of which are
135 located in the state.
136 C. The period of existence and continuous operation of any Virginia bank which has merged into, or
137 transferred all or substantially all of its assets, or transferred its trust department or trust operations to a
138 Virginia bank or trust subsidiary, as defined in § 6.1-32.2, shall be included in the period of existence
139 and continuous operation of the successor Virginia bank or trust subsidiary for purposes of satisfying the
140 longevity requirements of this section.
141 § 6.1-402. Prohibitions.
142 A. Except as expressly permitted by this chapter or by federal law, no out-of-state bank holding
143 company that is neither a Virginia bank holding company nor a regional bank holding company shall
144 acquire a Virginia bank holding company or a Virginia bank.
145 B. Except as required by federal law, a Virginia bank holding company or a regional bank holding
146 company that ceases to be a Virginia bank holding company or a regional bank holding company shall,
147 as soon as practicable and, in all events, within one year after such event, divest itself of control of all
148 Virginia bank holding companies and all Virginia banks. Such divestiture shall not be required if the
149 Virginia bank holding company or the regional bank holding company ceases to be a Virginia bank
150 holding company or a regional bank holding company, as the case may be, because of an increase in the
151 deposits held by bank subsidiaries not located within the region and if such increase is not the result of
152 the acquisition of a bank or bank holding company.
153 § 6.1-404. Periodic reports; interstate agreements.
154 The Commission shall have the authority to examine any regional out-of-state bank holding company
155 owning a Virginia bank and each of its Virginia or non-Virginia bank or nonbank subsidiaries. The
156 Commission shall require reports of each regional out-of-state bank holding company subject to this
157 chapter. Such reports shall be filed under oath with such frequency and in such scope and detail as may
158 be appropriate for the purpose of assuring continuing compliance with the provisions of this chapter.
159 Prior to approving the acquisition of any Virginia bank or Virginia bank holding company by any
160 regional out-of-state bank holding company, or the acquisition of any regional out-of-state bank or
161 regional out-of-state bank holding company by any Virginia bank holding company, the Commission
162 shall enter into cooperative agreements with the appropriate regulatory authorities for the periodic
163 examination of any regional out-of-state bank holding company that has a Virginia bank subsidiary, or
164 any subsidiary of such holding company, and may accept reports of examination and other records from
165 such authorities in lieu of conducting its own examinations. The Commission may enter into joint
166 actions with other regulatory authorities having concurrent jurisdiction over any regional out-of-state
167 bank holding company that has a Virginia bank subsidiary or may take such actions independently to
168 carry out its responsibilities under this chapter, assure the safety and soundness of any Virginia banks,
169 and assure compliance with the provisions of this chapter and the applicable banking laws of this
170 Commonwealth.
171 § 6.1-406. Notice of intent to acquire out-of-state bank.
172 A Virginia bank holding company or a regional an out-of-state bank holding company shall file with
173 the Commission notice of its intention to acquire a bank outside Virginia, together with such information
174 as the Commission shall request. It shall within thirty days or an extended period not exceeding fifteen
175 days, disapprove such acquisition if it determines that the acquisition could affect detrimentally the
176 safety or soundness of a Virginia bank. It shall approve such acquisition within forty-five days if it
177 determines that the acquisition will not affect detrimentally the safety or soundness of such Virginia
178 bank.
179 § 6.1-407. Nonseverability.
180 It is the purpose of this chapter to facilitate orderly development within Virginia of banking
181 organizations that own banks with main offices and branches in more than one state within the region. It
182 is not the purpose of this chapter to authorize acquisitions of Virginia bank holding companies or
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183 Virginia banks by bank holding companies that do not have their principal place of business in this
184 Commonwealth on any basis other than as expressly provided in this chapter. Therefore, if any of the
185 provisions of this chapter which limit the region as set forth in the definition thereof pertaining to the
186 terms and conditions for, and limitations upon acquisition of, Virginia bank holding companies and
187 Virginia banks by bank holding companies that do not have their principal place of business in this
188 Commonwealth is held to be invalid for any reason by a final order of any Virginia or federal court of
189 competent jurisdiction, then the invalidity shall cause the entire chapter to be invalid. In no case shall
190 the invalidity of the region prescribed herein cause this chapter to permit acquisitions of Virginia banks
191 or Virginia bank holding companies or regional bank holding companies with Virginia bank subsidiaries
192 by bank holding companies not located within the region within the terms of the chapter. However, any
193 transaction that has been lawfully consummated pursuant to this chapter prior to a determination of
194 invalidity shall be unaffected by such determination.
195 2. That § 6.1-401 of the Code of Virginia is repealed.


