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Preface

The Florida Interstate Banking Study was commissioned by
the House of Representatives Committee on Commerce. The study
was directed by Dr. Larry A. Frieder, Professor of Banking and
Finance, School of Business and Industry (SBI), Florida Aa&M
University.

This study is the product of the work performed by a group
of nine scholars who were selected based upon their special
expertise related to the issues surrounding the interstate bank-
ing issue. The scholars who contributed were: Dr. Vincent P.
Apilado, Dr. George J. Benston, Professor Jeffrey Davis, Dr.
Robert A. Eisenbeis; Dr. Larry A. Frieder, Dr. Thomas G. Gies,
Dr. Paul M. Horvitz, Dr. Harvey Rosenblum, and Dr. David D.
Whitehead, III.

The following extract frcm the Legislature's initial charge
highlights the substantive areas the group was regquested to
pursue:

. . . conduct a detailed study of the Interstate
Banking issue for the Commerce Committee of the
Florida House of Representatives. We very much
wish to tap the excellent work you and your col-
leagues are doing in this evolving area. The
members of the committee will be needing detailed
and critical analvses related to this important

matter as we deliberate on the public policy rami-
fications of this issue.

. « . This study should emphasize a Florida per-
spective. We expect your report to analyze avail-
able research and empirical evidence in the bank
structure area. In this regard, the committee
would appreciate insights related to financial
markets/institutions, competition, allocational
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and technical efficiency. Your work should
culminate in a written report to the Commerce
Committee which includes: (1) public policy
implications and alternatives related to Inter-
state Banking; (2) an analysis of the extent
of Interstate financial activity now being
carried on; and (3) the type of such activity
that could be carried on under the different
possible legal alternatives (modification or
repeal by Congress of the Douglas amendment
or the McFadden Act) and the impact of that
activity on the Florida economy, its citizens,
and Florida based financial institutions.

This report has been taking shape for the past several months.
Meetings, conference calls, exchange of drafts, have been con-
stant. A product like this could only result with the great
contributions of the study's several talented authors. Each of
these individuals have a dedicated commitment to a sound finan-
cial structure geared to the public interest. It certainly was
a pleasure for me to work closely with the members of this group.
Althouch I underscore their individual contributions, I fully
accept final responsibility for any errors or omissions.

I want to acknowledge the encouragement of Speaker H. Lee
Moffitt (Florida House of Representatives) and Dr. Sybil Mobley

(SBI Dean) to pursue this effort. They are truly magnificent
leaders.

Our appreciation is extended to Mr. Wyatt Martin, Staf:
Director of the Committee on Commerce, who provided continual
supcort for this project. Finally, we note the valuable finan-

cial support of the Florida Star Grant Program.

s

g TR

g

Tallahassee, Florida

January, 1984
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EXECUTIVE SUMMARY

The main purpose of this study is to provide an analysis
of the public policy ramifications surrounding the interstate
banking issue. Legislative options are presently being pur-
sued. A systematic evaluation of the various economic impacts
of these options will provide background for sound policy
deliberations.

The report addresses the specific implications of inter-
state banking that emanate from: (1) technical efficiency
(economies of scale); (2) technological developments; (3) economic
development; (4) legal issues; (5) existing interstate banking
activities in Florida by both out-of-state banks and non-
banks; (6) the state's present bank structure. Public policy
considerations related to liberalization of geographical restric-
tions on interstate banking are examined. Arguments for and
against such liberalization are analyzed. Finally, policy
options are evaluated and a recommendation is made.

The appraisal of the magnitude of interstate banking acti-
vity currently being conducted in Florida focused upon the
operations of out-of-state bank holding companies (BHCs) and
nonbanks. Out-of-state banks have established 372 4(c) 8 offices,
6 loan production offices (LPOs), ané 25 Edge Act offices in
Florida. Additiorally, a number of banking organizations aggres-
sively lend money in Florida via LPO's located in Atlanta and
calling officers who visit the state periodically. Fifty-one
of the 136 non-Florida BHCs with interstate 4 (c)8 subsidiaries

operate in Florida.



Nonbank competition with commercial banks has increased
dramatically over the past decade. Non-depository institutions
were found to dominate the lists of the largest providers of
consumer installment credit, automobile credit, commercial
mortgage ané business lease financing. Nonbanks are also major
suppliers of business loans and credit cards. They are also
very active on the deposit/savings side via money market mutual
funds. Most nonbanks competitors operate in most or all 50
states and in Florida. It is obvious that Florida banks must
compete with credit granting manufacturers, retailers, insurance
companies, securities firms, and out-of-state BHCs operating
through 4 (c)8 subsidiaries, Edge Acts, and LPO's. Accordingly,
policy makers must recognize that substantively interstate bank-
ing is a reality. It cannot be avoided, delayed, or arrested
by state action or inaction. These competitive realities also
highlight the fact that competition can no longer be narrowly
viewed to consist of only banks in a single lccal market. Banks
compete against a variety of other depository and non-depository
institutions. Saving and borrowing (bBy both consumers and busi-
ness) are becoming increasingly neutral in terms of whether the
financial service provider is local or non-local.

Since there are diseconomies of scale in banking, larger
banks have no inherent cost advantages vis-a-vis smaller banks.
Accordingly, Florida banks and BHCs have no basis to fear out-

of-state bank competition that would result from interstate



banking. It was noted that cost studies do not address consumer-
borne costs. Accordingly, interstate banking could benefit
Florida citizens by resulting in broader product lines, special-
ized services, or greater convenience.

Technological advances such as automated tellers, point-of-
sale systems, automated clearinghouses, credit cards, and home
banking all Fend to lessen the dependency of households and even
small business firms on local banks. Like large corporations
which have had non-local bank connections for years, individuals
and smaller firms may increasingly turn to non-local financial
service firms. It is not possible tc prevent ocut-of-state
financial institutions from providing credit, deposit, or pay-
ment services even though it maybe possible to prevent them
from establishing banks in Florida for an indefinite pericd.

The existing de facto interstate banking infrastructure in

Florida consisting of out-of-state banks and nonbanks is very
large and represents a major pillar of the state's present credit
strucfure which supports econocmic development. Florida business
borrowers are as likely to obtain credit from out-cf-state sources
as from in-sta*e banks. Both sources are crucial to the state

in its effort tc reach ambitious economic growth targets.

Florida could face constitutional challenges related to
statutes pursuing interstate banking via regional reciprocity.
However, the analysis indicates that legal attacks based upon
the commerce clause, tké due process clause of the fourteenth
amendment, and the interstate compacts clause would not likely

succeed.



On balance interstate banking proposals would be consistent
with conventional public policy considerations. The public
interest is enhanced by the greater number of bank sites,
broader product and service lines, and increased credit avail-
ability to businesses (of all sizes), consumers, and municipa-
lities expected to result from relaxation of interstate banking
restrictions. Small banks would not be endangered by interstate
banking since they face no scale size disadvantages. Banks
safety and soundness (risk) would not be problematic. Although
the risks of affiliated interstate banks would increase, these
risks would be offset most likely by the benefits of diversifi-
cation as well as organizational and institutional factors.

Florida's bank structure is currently undergoing signifi-
cant consolidation, especially among the state's largest BHCs.
Interstate banking proposals would tend to lessen concentration
and would be more competitive than a continuation of the exist-
ing bank structure. The most recent evidence on Florida banking
markefs suggests that policies that increase the number of links
between firms are pro-competitive. To the extent that geogra-
phical barriers to interstate banking are removed and links
among banking organizations are increased, bank competition in
Florida can be increased. This, of course, leads to better
prices, services, and credit availability for the public.

In addition to being consistent with public policy con-
siderations, liberalization of geographical restrictions was

found to be desirable for other reasons. Such action would



give impetus to in-state banks tb address present challenges
and make strategic preparations necessary to adjust to the
changing environment. By acknowledging reality, any remaining
false sense of security on behalf of in-state banks would be
eliminated.

Interstate bank expansion would result in larger banking
organizations. Size may prove to be strategically important
tc the ultimate success or failure of some Florida banks.
Greater size tends to lead to modified organizations, upgraded
human resource systems, increased fixed investment, revised
portfolio policies (higher risky asset ratios and greater
leverage) , and more funding capacity.

Arguments against liberalization of geographical restric-
tions were found to be either invalid or of much less negative
conseguence than asserted. The evidence and logic suggests
that capital would not be drained from Florida. Florida banks
would not get saddled with the foreign debt problems of monev
center banks. Although the number of banks would not be increased
by interstate banking, liberalization of geographical restric-
tions would be pro-competitive. Extreme concentration of f£inan-
cial resources would not be likely. Interstate banking would
allow out-of-state banks to gain significant controcl of the
state's bank structure. However, well managed Florida banks
(without management succession pressures) can survive and do

not have to sell out. Florida BHCs who expand out of state may



increase their ability to survive and remain independent. The
degree of out-of-state control of Florida banking assets, of
course, is dependent on the form of interstate banking the
state elects (regional recip;ocity would result in more in-
state survivors than national reciprocity). Finally, any legal
challenges to interstate banking restrictions would most likely
fail.

In view of public policy considerations, maintaining the
status quo is not desirable. Interstate banking would be pro-
competitive and in the public interest. More efficient alloca-
tion of financial resources, broader product/service lines, and
greater credit availability are the likely consequences of liber-
alization of geographical restrictions. This conclusion is con-
sistent with the public policy recommendations offered by the
(1) Carter Administration; (2) Graham Administration; (3) Southern
Growth Pclicies Board; and (4) Sixty-Fourth American Assembly:
The Future of American Financial Services Institutions.

The analysis of policy options focused upon the three
approaches that have received legislative consideration in the
past and are expected to be explored in the future. These
options include regional reciprocity, nationwide reciprocity,
and regional reciprocity with a nationwide reciprocity "trigger"
point. Nationwide reciprocity would probably result in the most
competitive structure in the long run. However, its immediate

implementation would not result in a diverse out-of-state bank
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entry into local markets since most other states do not have
reciprocity statutes. Accordingly, New York banks would likely
gain control of Florida banking assets. It was pointed out that
the state could avoid the lim;tation of other states not having
reciprocity statutes by allowing an unrestricted nationwide policy.
However, this policy has not been pursued legislatively.

Regional reciprocity would also lessen the trend toward
concentration in Florida although to a lesser degree than nation-
wide reciprocity. This option would preserve some regional
control of banking entities. Regional banking organizations
may produce some benefits for the state. Such firms may be more
responsive to middle market firms, municipalities, and industries
in the region. The creation of several large regional firms
may enhance competition in certain product categories now limited
to only money center institutions. Also, regional firms could
further develop or extend particular product expertise appropriate
to the region. BAlthough this option delays nationwide banking,
it doeé preserve the future option of national reciprocity.

The third approach--regional reciprocity with a "trigger”
allowing nationwide reciprocity--would capture most of the bene-
fits of the first two cptions and also recognize the limitaticns
of each. By beginning with regional reciprocity, the state
explicitly allows for an interim period which (1) allows in-
state banks an opportunity to expand regionally; (2) allows
the state, region, and mation to benefit from any real econcmic

advantages that result from the preservation of large regional



banks; and (3) allows time for other states inside and outside

the region to enact reciprocity laws. The option to trigger
nationwide at a later date assures that some of the remaining
geographical restrictions and, potential anti-competitive effects
of the eventual consoclidation of state and regional markets

would be addressed. The state could achieve a more geographically
diverse (national presence) representation in the various local
Florida markets.

In-state banks would have considerable flexibility under
this approach. Larger BHCs could elect an expansion strategy
aimed at gaining size, growth, and multi-state presence. Other
BHCs could elect to sell out and become a part of larger in-
state or regional entities. Unit banks could elect to remain
independent or join regional erntities or wait for bids emanating

from nationwide reciprocity.
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CHAPTER I

AN OVERVIEW OF THE FLORIDA INTERSTATE BANKING ISSUE

Context of Report
The interstate banking issue first surfaced in Florida in
1979. Termed the "Intersouth Bill" a regional reciprocity
approach was introduced and passed one chamber.l Since this
early introduction of the interstate banking issue in the
Florida legislature, the topic has become increasingly contro-
versial. Financial structure questions have surfaced nearly
every year since 1979. Although legislation has, is, and will
be pursued, the impact and analysis of all the ramifications
and policy options surrounding this issue has not been systemati-
cally examined. Accordingly, a detailed study of the interstate
banking issue was requested by the Florida House of Represenza-
tives Committee on Commerce.
Because the study envisioned was large in scope and regquired
a diversity of expertise it was agreed that a study group would
be necessary. Fortunately, several of the nation's top experts
were willing to provide an objective and dispassionate analysis

of the various guestions related to the interstate banking issue.2

Dr. Larry A. Frieder, Associate Professor of Banking and
Finance and BHead of the Finance area quthe School of Business
and Industry, Florida A and M Universaity.

g
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Background on Florida's Bank Structure3

Florida was traditionally a unit banking state. However,
since the early part of the century various groups and chains .
of banks had been formed. The multi-bank holding company (MBHC)
organizational form had been in existence in Florida before the
national Bank Holding Company Act in 1956. Accordingly, Florida
has never had a statute prohibiting multi-bank holding companies.
During the 1968-1973 time period Florida bank holding comparies
(BHCs) aggressively acquired independent banks to avoid the
restrictive effects of unit banking.

During the recent past (1975-1981) the bank structure laws
of Florida have become increasingly liberalized. Essentially
the state's bank structure has evolved full tilt away from unit
banking.

In 1975 bank branching laws were liberalized to allow banks
to have drive-in and walk-up facilities providing certain limited
services even though banks were still forced to operate primarily
at one location.

Additionally, Chapter 75-217, thé original branch banking
law, was passed during the 1975 regular session. (Although not
becoming effective until January 1, 1977). This law allowed
county wide bkranching. Each bank was permitted to establish two
branches per year within the county in wﬁich the parent bank
was located. Also, thi; law allowed banks to establish branches
by means of merging with any other bank located within the

same county, if the Department approved based upon certain cri-

teria.
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In 1977 the law was amended to specify that drive-in or
walk-up facilities converted to branches were not to be con-
sidered as one of the two authorized per year branches.

As a result of pressures'for expanded banking activity
across county lines, the branéhing/merger law was again amended
in 1979 to provide for merger yith any other bank in the state
that had been incorporated for at least three years. This bill
also allowed for the merged bank to establish two branches per
year within its county.

Finally, in 1981 the Florida banking laws removed the limita-
tions on the number of branches that could be established per
vear within the county in which the parent bank is locatecd.
Branching across county lines, however, is still limited because
it has to occur via merger with banks which have been incorporated
for three or more years. Also, this amendment will be in effect
until 1986 when it will be up for legislative review.

The expanded merger and branching capabilities have been
widely.used by Florida banks--particularly Florida MBHCs. South-
east, for example, has merged all of its offices statewide into
a single bank (OBHC). Others, such as Barnett and Sun, have also
significantly merged and branched but remain as multi-bank holding
compar.ies.

Table 1 highlights some of the trends in Florida's banking
structure. As a result of the more liberal branching and merging
laws degéribed previously, the number of banks in Florida has

declined from 668 in 1977 to 458 in 1982. However, in the same
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‘'ABLE 1.

FLORIDA BANK STRUCTURE

Number of Banks 1977 1980%* 1981 1982%*
Total 668 556 1494 458
Multi-BHCs 386 271 228 206
Independents and One BHC 282 285 266 252
Branch Offices 328 846 oo 1544
Total Offices 996 1402 == 2004

Deposits (billioné)

Total (%) $29.7 (100%) $40.4 (100%) $43.5 (100%) $49.2 (100%)
MBHCs 21.2 (.714) 28.7 (.71) 31.0 (.713) 29,3 (.60)
Independents and OBHCs 8.5 (.286) 11.7 (.29) 12.5 (.287) 19.9 (.40)

Source: Annual Reports: Division of Banking, State of Florida.

*The published data are adjusted to classify large OBHCs that had been MBIICs previous
to change in banking law as MBHCs.

**Phe reader should note that 1982 data is not comparable to prior years because large
Florida BHCs such as Southeast converted from being a MBHC to a OBHC and thus the "independents
and OBHCs" classification is inflated vis-a-vis prior years.
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years the number of offices has increased from 996 to 2004.
Independent banks and small one-bank holding companies (OBHCs)
have managed to maintain their market share of deposits in
comparison to Florida MBHCs. In 1977, MBHCs held 71.4% of
Florida's bank deposits and i% 1981 MBHCs controlled 71. 3%.

Table 2 provides a listiné of Florida bank holding companies
(BHCs) as of December 31, 1980. This historical listing is
revealing in terms of identifying the major consolidation occur-
ring in Florida's banking markets. Note that nine of the 10
largest banking organizations in the state have either made major
acquisitions of banking assets or merged into a larger organiza-

tion. Specifically, note the following:

1. Southeast acgquired a number of banks from Florida
National in resolution of a failed takeover bid of
Florida National.

2. Barnett acquired a large fraction of Great American
Banks, First Marine Banks, and has recently bid for
Florida Coast Banks.

3. Sun has acquired Century Banks and Flagship banks.

4. Florida National is buying Royal Trust and at the
same time is working out details of being acguired
itself by Chemical Bank of New York on a "when arnd
if" interstate banking 1is legal basis.

5. NCNB is purchasing Ellis Banking Corporation.

6. Landmark and Southwest Florida Banks have agreed to
a merger.

Only five of the banks listed 11-20 in Table 2 still remain.
NCNB has purchased Exchange and Gulfstream while Barnett has

purchased First Marine. We mentioned the acgquisitions of Century

and Great American above. The remaining MBHCs are also being
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pursued. Royal Trust is being bought by Florida National and
ComBanks was bought by Freedom Savings.

The central result of all this consolidation activity has
been to reduce the number of large MBHCs which compete in Florida,
increase the size of the survavors, and increase the state's
concentration ratios--the percéntage of deposits controlled by
the state's largest banking orgénizations. Although a few more
consolidations are expected, it is believed that market share
limits from the regulatory view point are being approached.4
Since published data on Florida bank structure for year-end
1983 are not yet available, we estimated the share of total bank-
ing deposits in Florida controlled (or to be controlled once

announced mergers are consummated) by the 10 largest banking

organizations to approximate 70% to 75% versus about 53% in 1980.

Background on the Interstate Banking Issue

Present restrictions on interstate banking emanate primarily
from the Douglas Amendment to the Bank Kolding Company Act an
the McFadden Act. The Douglas Amendmeﬁt-prohibits BHCs from
acquiring banks in other states unlesé the entered state express-
ly permits such entry by statute. The McFadden Act essentially
prohibits interstate branching by nationzl or state member banks.
The federal government has not to date addressed the fundamental
interstate banking issue. Accordingly, séate action revolving
around the Douglas Amendment has become the central focus in

4

! 5
Florida as well as several other states or recions.
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Florida has become a state with a great amount of interstate
banking attention. Numerous national and regional firancial and
non-financial institutions have entered or anticipate entrance

into Florida via the numerous de facto or de jure approaches to

interstate banking.6 Florida's population growth, wealth, and
commerce potentials are extremely attractive to all types of
financial organizations.

After the 1979 introduction of a regional reciprocal bill
in Florida (mentioned previously) political attention shifted
to the loan production offices (LPOs) in Florida of BECs head-
guartered 4n other states. The entire banking code which had
just been rewritten by the Legislature was vetoed by Governcr
Bob Graham because it prohibited LPOs. In 1981, the removal of
the limitatiorn on the number of branches that could be established
per yvear within the county in which the parent bank is located
was the focus of attention. Eowever, the irnterstate banking
issue was highlighted by the fact that NCNB Corporation convinced
the Federal Reserve Board that their entry into Florida banking
was provided via a loophole in a Florida statute designed to
keep out-of-state banks out of Florida.

In 1982, the House Commerce Cocmmittee approved a regicnal
reciprocal interstate banking bill, which after a three year
adjustment pericd would have authorized interstate banking on

e

a reciprocal basis nationwide (see Exhifkit I).7 This bill did
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not go beyond the Commerce Committee. In 1983, a proposed regional
banking bill was widely opposed in a Commerce Committee hearing.
(See Exhibit II.) A nationwide reciprocity bill was also opposed

in the Florida Senate. (See Exhibit III.)

Coverage of this Report

As indicated earlier, this study necessarily was a group
effort. The study group included the following scholars (listed
alphabetically): .

l. Dr. Vincent P. Apilado, University of Texas ar Arlington.

2. Dr. George J. Benston, University of Rochester.

3. Professor Jeffrey Davis, University of Florida.

4. Dr. Robert A. Eisenbeis, University of North Carolina.

5. Dr. Larry A. Frieder, Florida A&M University

6. Dr. Thomas G. Gies, University of Michigan

7. Dr. Paul M. Horvitz, University of Bouston

*8. Dr. Harvey Rosenblum, Vice President and Economic Advisor,
Federal Reserve Bank of Chicago, Chicago, Illinois.

*9, Dr. David D. Whitehead,III, Senior Research Economist,
Federal Reserve Bank of Atlanta, Atlanta, Georgia.

*Note Dr. Rosenblum and Dr. Whitehead served as advisory
board members. The  views presented represent their own and
not necessarily those of the Federal Reserve System.
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The material covered in this report is organized in sections
(chapters) around the specific topics requested by the Florida
House of ?epresentatives Committee on Commerce. The scholar
working on each section is a recognized expert on the topic
in which he addressed. And each author's specific contribution
is noted at the front of each chapter.

The author of Chapter two is Professor Robert A. Eisenbeis.
This section provides a thorough discussion of the changing
realities of financial markets and institutions. Innovations
to avoid interstate banking are explored. Policy issues per-
taining to interstate banking proposals are examined.

Chapter three was authored by Dr. David D. Whitehead. This
section discusses the various methods of providing interstate
financial services, grandfathered interstate banks, and the
Garn-St. German legislation. The data provided on interstate
4(c)8 activity in'Florida is the most exhaustive listing to date.

The author of Chapter four is Dr. Harvey Rosenblum. Ncnbank
competition is thoroughly explored in this section. Again, the
most exhaustive data base on nonbank banking activities which
exists to date is offered. The reader may note that Florida
specific activity may only be inferred from the general national
data presented. Data only for Florida is not disclosed for
public review. Nevertheless, since Florida is a prime target

of so many national organizations some reasonable insights may

be gleaned. s
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The author of Chapter five is Professor Thomas G. Gies.
This section explores the country's changing financial structure
and its implication for the economic development of Florida.
Particular attention is giveq to the user of financial services.

Chapter six is authored by Professor George J. Benston.
This section covers the research evidence produced to date on
economies of scale and operational efficiency. Inferences
regarding interstate banking are based upon this evidence.

The author of Chapter seven is Professor Vincent P. Apilado.
A thorough analysis of the research literature involving geogra-
phic restrictions/expansions is given. The evidence pertaining
to the economic benefits and costs of financial structure
liberalization is presenﬁed.

Chapter eight is written by Professor Paul M. Horvitz. This
section examines the implications of electronic funds transfer
‘pertaining to the interstate banking issue.

The author of Chapter nine is Professor Jeffrey Davis.

Most legal issues revolve around the regional reciprocity
approach to interstate banking. Accordingly, a thorough legal
analysis of the regional reciprocity notion is presented.

Chapter ten is authored by Professor Larry A. Frieder.

This section includes a systhesis of the findings of the study.

An analysis of the interstate banking implications for Florida

is presented.
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Focotnotes

See 1979 Annual Report of Barnett Banks of Florida, Inc.
for a discussion of "A Regional Approach to Interstate
Banking: The Case for an Orderly Transition," by Guy
Botts, then and currently Barnett Chairman of the Board.

See pp. iii-v for a listiné and short biography on study
group members.

See revised Banking Code: Chapter 80-260, Laws of Florida,
Section 658.26. Also, amendment to Section 658.26 in Chapter
81-215, Laws of Florida.

Prior to 1981 it was commonly believed that Florida's MBHCs
were at market share limits. However, regulatory authori-
ties have since liberalized their notion of what these limits
should be; i.e., a few years ago it would not have been
possible for the state's largest BHCs to combine.

See page "States Permitting Outside Entry by Banking Organi-
zations" for a listing of states permitting outside entry of
banking organizations. Also, note that the New England

region has pursued the regional notion to the greatest extent.
The Southwest region is also exploring this approach.

See chapters three and four fcr more extensive documentation
and discussion of both out-of-state bank and nonbank entry
into Florida.

Exhibits I, II, and III illustrate the key language of bills
previously considered in Florida.
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EXHIBIT I

Regional Reciprocity Bill (1982)

l70-398-2-f1th Nationwide Reciprocity Trigger (1984)

1 A bill to be entitled

2 An act relating to banking; adding paragraphs

3 (£f) and (g) to s. 658.29}3), Florida Statutes;
4 providing exceptions to the prohibiéion against

out-of-state bank holding companies owning

[
I
6E banks or bank holding companies in this state;

? providing effective dates.
8

9| Be It Enacted by the Legislature of the State of Florida:

1y Section 1. Paragraph (f) is added to subsection (3) of

12! section 658.29, Florida Statutes, to read:

13! 658.29 Certain ownership and control prohibited.--
(3) Notwithstanding any other provisions of this
15| section, the restrictions and prohibitions of this section

16 shall not apply:

(f) After Januarv 1, 1984, to the ownershio of votinra

18, shares of, interests in, or all or substantiallv all of *he

19! assets of banks and bank holding companies located in this
|

0| state which have been conducting the business of a bank or
i

21, bank holding cormpanv for not less than 3 vears bv a bank

~
"

holdira companv_located in Alabama, Georgcia, Louisiana,

|
23? Micsissipoi, North Carolina, South Carolina, Tennessee or
24% Virginia, and such ownership is herebv specificallv
25% authorized; but only if the statute laws of the state in wﬁich
m: that bank holdina ccmpanv is located specificallv authorize
{
27; this same privilese of owning votina shares of, intereste in,
ni or all or substantiallv all of the assets of banks and bank
29! holding companies located in that state to bank holding

i
0! companies located in Florida. For the suroose of this

n paragrach, a bank or bank holding zomranv _is "lpocated”™ in the

1
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170-398-2-2

state in which ite bank or hank holdina companv nperations are

princically conducted.

Section 2. Paragraph (é) is added to subsection (3) of

section 658,29, Florida Statutes, to read:
658.29 Certain ownership and control prohibited.--
(3) Notwithstanding any sther provisions of this
section, the restrictions and prohibitions of this section
shall not apply:

(g) After Januarv 1, 1987, to the ownershis of votina

shares of, interests in, or all or substantiallv all of the

assets of banks and bank holding companies located in this

state which have been conducting the business of a bank or

bank holding companv for not less than 3 vears bv a bank

holding companv located in anv other state, and such ownershipo

is herebv specificallv authorized: but onlv {f the statute

laws of the state in which that bank holdina companv is

located smecificallv authorize thisc same orivilege of ownirnc

voting shares of, interests in, or all or substantiallv all of

the assets of banks and bank hcldine companies located in that

state to kank holdinc companies located in Florida. Tor the

I
[
|
!
puroose of this varagranh, a2 bank or bank holdino companv is i
I

®"locateAd” in the state in which its bank or bank holdira

companv overations are orincivallv conducted.

January 1, 1984, and section 2 of this act shall take effect

1
Section 3. Section 1 of this act shall take effect i
{
i
January 1, 1987, !

i

2
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EXRIBIT 1II

PCE 83-31 Regional Reciprocity Followed by

Nationwide Reciprocity (1983)

A bill to be entitled
An act relating to banking; amending subsection
(1) of s. 658.29, Plo{ida Statutes, changing a
cross~-reference; addiﬁg a new subsection (4) to
section 658.29, Florida Statutes, providing
exceptions tc the prohibition against ocut-of-
state bank holding companies owning banks or
bank holding companies located in this state;

providing an effective date.
Be It Enacted by the Legislature of the State of Florida:

Section 1. Subsection (1) of section 653.29, Florica
Statutes, is amended, and a new subsecticn (4) is added to
sald section to read:

{1) Except as provided in subsections (3) and (3)

subseeseion-<433, no bank, trust company, or bank holding
company, the operations of which are principally conducted
outside this state, shall acquire, retain, or own, directly or
indirectly, all, or substantially all, of the assets of, or
control over, any bank or trust company having a place of
business in this state where the business of banking or trust
business or functions are conducted, or acguire, retain, or
own all, or substantially all, of the assets of, or control
over, any business organization having a place of business in
this state where or from which it furnishes investment
advisory services in this state. However, if a bank, trust
company, or bank holding company directly or indirectly owning
all, or substantially all, the assets of, o£ having control
over, a bank or a trust company or business organizatien to
which the zestrictio;s and prohibitions of this section acply,

1

CODING: Werds in ssswch thesven *ype cre deletions frem ezisting low; werds snderlined are addinans.




10

n

3
1L
15
16
7

18

2

[

=25-

PCE 83-31

having acquired such assets or control prior to becoming
disqualified hereunder, shall, on or after December 20, 1972,
the effective date of former s. 6§59.141(1), as amended, be or
'become disqualified bereundeé to acquire, retain, or own the
same, the restrictions and prohibitions of this section shall
not be enforced against it fot_a period which, under all the
circumstances, (s determined by the department to be
reascnable, not exceeding 2 years from December 20, 1972, the
effective date of former s. 6§59.141(1), as amended, or from
the date it becomes disqualified hereunder, whichever is
later, unless said period of 2 years is extended bv the
department as herein provided. The department is authorized,
upon a showing of undue hardship, to extend the 2-year perziod
from time to time if it determines that any such extension
would not be detrimental to the public interest; but any such
extension shall not exceed 1 year, and all extensions shall
not in the aggregate exceed 3 years.

(4) Notwithstanding anv other vrovision of %his

gsection:

(a) A bank holding companv located in Alabama,

Georgia, Loulsiana, Mississizoi, North Carolina, Scuth

Carolina, Tennessee or Virginia which {is not controlled bv a

bank holdina companv located in anv state other than one of

the states mentioned herein mav accuire, directlv or

indirectly, votina shares of, interests in, or all or

substantially all of the assets of banks located in this s=tate

which have been conducting the businecs of barnkine fer not

less than 3 vearsg, or bank holding cemranies located in this

state, orovided that the gtatute jaws of the'state in which

such bank holding ccmpanv is located extend the same privileae

of accuiring woting shares cf, interests in, or all cr

£l

-
-
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substantiallv all of the assets of banks or bank holding

companies located in that state to bank holding companies

located in Florida.

{b) Pive vears after £ﬁe date on which statute laws

have become effective in anv one of the states named in

paragrach (a) authorizing bank holding companies locatad in

Plorida to acquire the voting shares of, interests in, or all

or substantially all of the assets of banks or bank holding

companies located in that state, a bank holdina companv

located in any other state may accuire voting shares of,

interests in, or all or substantiallv all of the assets of

banks located {n this state which hﬁve been conducting the

business of banking for not less than 3 vears, or bank holdina

companies located in this state, provided that the statute

laws of the state in which such bank holding companv is

located extend the same privilece of acquiring voting shares

of, interests in, or all or substantially all of the assets of

banks or bank holding companies lccated {n that sta%= to5 banks

or bank holding companies located in Florigda.

(¢} PFor the purposes of this subsection, a bank

holdinc companv is located in the state in which *he total

deposits of all its bankine subsidliaries are largest,

Section 2. This act shall take effect October 1, 1983.

3
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EXHIBIT III

Nationwide Reciprocity Bill
Introduced in Florida Senate (1983)

Florida Senats - 1983
S8 360

8y Semators Garden, Neal, Fox, Frank and Gizardeau

35-370A-82 Sees EB

A 5ill to be emtictl

b

2 An act relatiag =5 banks acd TTust companies:

3 amending s. $33.29, florica Stactutes:

s T TTIEG 3ale :f' SwneTsniE OT [cTmaTsl 3 1T

3 Sark, trust csmpany, or bank holdizng ssopanv
5 “=is sTtata o a Sank, TSuST scmrany, €T Tang

? koldi=qg czopany, the operatiens of whish are

] praoacipally concucted cutsicde %h:s state, 1

9 ths lawe of the jurisdictien iz whieh such

ic operations are priacipally cencducted

ool specifically authorise <the acgussitisn ef

pi-3 contsol of a tank, TTust csxpany, ©rF Sank

a3 holdizg company iz such jurisdistion 27 a tank,
14 tust company, Or Sank holdiag csmparny the

bR operat:ons of whaich are prizcivally cornducted
18 ia this state: providing I5r reviev and Tepesl
17 in acceordance with The Regulatsry Surnset AcT;
i8 pravidi=g an affective dazs.

by

20| 3@ I% Zmacted by t=e Legislature cf tle State ¢f Tloriza:

22 Sec=icn 1. Sec=ion 558.2%, :’l::‘;:h Tatutee, s

23| amended to read:

a4 658.29 Cer=ain ownersh:ip and csatssl proaitited. --
25 (1) ZIExcept ae provided in sutsec=icns sweseetsen (3)

26| ar2 (4), 0o bazmk, TIIst SIompany, Or tank Leolaling csmpany, e
27| cperaticns of which are principally cancductec cutsice this

29( stare, sRkall acjuice, TeTail, or own, 4lrectily or lxdisecsly,
291 all, or subetantially all, of ilhe assets of, or =sntsol aver,

30| any bank or TI:3T cImpany 2avilg & placs of busizeee i ks

31] sctats shere e Dusizeee of Darnikizg Ir ITIST Susilese or

.
-
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functions sre conducted, or scqulre, ratsin, or own sll, or
substantisily sli, of the sseste of, oc control ovsr, sny
business organizstion having a pi-uo of businase tn this stste
where or from which 1t furnishes luvestment advisory services
in thls state. However, 1f s bank, trust company, or bank
holding compsny directly or indirectly owning sll, or
substsntlelly sll, the aseets of, or having control over, a
bsnk or s truet compsny or business organizstlon to which the
reatrictions snd prohlbitions of this section spply, having
scquired such assets or control prlor to becoming dlasqusiified
hereunder, ahsil, on or sftar December 20, 1972, the effectlve
dste of former e. 659.141(1), se smonded. be or become
disqusilfled harsunder to scqulre, retsin, or own the ssme,
the restrictlons snd prohibitions of thle eectien shall not be
enforced sgalnst 1t Cor » porféd which, under sii the
Clrcumstsnces, is dstermined by the department to be
ressonabls, not exceeding 2 yesrs from December 20, 1972, the
offeotive date of former . 659.141(1), ss smended, or from
the date 1t becomes disquslified hereundsr, whichever ia
latar, unless said parlod of 3 yesrs 1ls extendsd by the
department ss hereln provided. The depsrtment le suthorlzed,
upon e shoving of undue hsrdahlp, to extend the 2-yesr period
from tlme to tlme if 1t determlnes that sny such extension
would not be detrimentsl to the publlc Interest; but sny such
extension shsll not excsed 1 yesr, snd sli extensions shsll
not in the sggragste excead ) yesrs.

(2) Except ss provided in subsection (4) (3), for the
purpoass of thls section, ths opsratiuns of s bank, trust
company, or bank holding compsny sre principally conducted

outside thie atete 1,

© @ ~ & ownm
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{s) In the csse of s bank, the lergeet smount of its
totsl dspositas is held outside this state.

(b} In the csse of e trust compsny, the |srgest smount
of lts totsl trust sssets ie held or sdalnlstsred outalde this
state.

{c) 1In the csse of s bank holding compsny, ths lsrgest
smount of the totsl deposits of sil besnks controlied by the
bank holding comwpsny ls held outside thle staste or the isrgest
smount of the totsl trust sssets held by sl] trust compsnles
controlled by the bsnk hoiding compsny is heid or sdminletered
outside this atate.

{3)(s) A bank, trust company, or baunk holding company,

the opecatiopns of which are principaliy conducted outaside thias

stste, may acquire shares of or control over sny bank, truat

company, or bank holding compsny having s place of bueiness in
thie stste {f the etstute }swe of the jucrisdiction in which

such operations sre principelly conducted specificsiiy

suthorjze the scquisition of control of s bsnk, tyuat company,

or bank holdipng compsay ip such jurisdiction by s bank, trust
compsny, oy bank holdipg compsny the operstlons of which erg

principally conducted in thje state.

fb} Any scqujisgition of shares or control suthorized

under pscraqraph {a) shali not sffsct the powers or privilegsg

of the bank, trust compsny, or bank holdlng compsny so
scquired. -

{4) (3} HNotwithetsndlng suy other provisions of this
ssction, the restrictions and prohlbitions of thls eectlion
shatl not apply:

(a) To the ownerahip or control of shsres scquired by

8 bank, truat company, or bank hoiding compsny prior to

January 1}, 1972.
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(b) To any acquisition of s hank, trust compsny, or
investment ndvllorﬁ busineas organizstion {f sn appiication
for spproval of auch scquisition or notice of propoaad
faveatment advisory sctivities vas fiied with the Departmant
of Banking and Finance, or the Board of Governora of the
federai Resarve Bystem or other appropriste faderai regulatory
sgancy having juriediction, prior to Juna §, 1972.

(c) To the aatablishment of one fnvestment adviaory
offica in this atste by & bank or buainess orgenization which,
on March i, 1972, end for s pariod of 1 ysar prior tharato,
rendarsd inveatmant adviaory sarvicaa to trust compsniaa or
benke in thia atste from an office ocutside tha state.

(d) To sny bank, truat company, or bank hoiding
company, the oparations of which sre principsliy conductad
outaida this atate, which, on Decamber 20, 1972, ownad ail the
aaaata of, or control ovar, s bank or truat company locatsd
vithin sand doing businaas within thia stete.

(a) To the scquisition, xratsntion, or ownsrship of sn
Edyge Act corporation when tha Edge Act corporstion ia
performing functions suthorizad by tha act under which {t vas
orgsnized.

Bsction 2. Esch saction within chaptar 658, Fiorida
Statutsa, vhich {a sdded or amsnded by this sct, {a rapeaisd
on October 1, 1994, and sheii ba raviewed by the Lsgiajature
purauant to a. 11.64, Fiorids Statutas.

Saction 3. Thia act ahaii teke effect upon bacoming a

fav.
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LEGISLATIVE GUMMARY

Parmita ssia of controil of a Fiorida-bsasd bank, trust
compsny, or bsnk hoiding compsny to s benk, trust
company, or benk holding company hsving ite princips)
opsrstiona outside the state {f tha juriadiction in which
the scquiring entity hes ita principal oparationa afforda
§lorida inatitutions reciprocai privilagae.



