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An Act to enable co-operative banks to strengthen their re-
serves.

Be it enacted by the Senate and House ofRepresentatives in General
Court assembled, and by the authority of the same, as follows:

1 SECTION 1. Section 38 of Chapter 170 of the General Laws is
2 hereby amended by inserting after subsection (3) the following
3 subsection:
4 (4) Mutual capital certificates issued under section thirty-nine
5 are to be maintained as a part of surplus and for all purposes of this
6 section and all other provisions of laws subject to the provisions of
7 subsection 1.

2 amended by inserting after Section 38 the following section: -

3 Section 39. Any such corporation may issue mutual capital
4 certificates subject to regulations of the Commissioner and further
5 subject to the following:
6 (1) Form ofcertificate. Each mutual capital certificate and any
2 governing agreement evidencing a mutual capital certificate issued
8 by a bank pursuant to this section shall bear on its face, in bold-face

.
9 type, the following legend; “This security is not a savings account

'v 10 or a deposit and it is not insured.”
11 (2) Legal Requirements. Mutual capital certificates issued pur-

-12 suant to this section shall:
13 (i) be subordinate to all claims against the bank having the same
14 priority as savings accounts, savings certificates, debt obligations

or any higher priority;

I SECTION 2. Chapter 170 of the General Laws is hereby
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16 (ii) not be eligible for use as collateral for any loan made by the
17 issuing bank;
18 (iii) constitute a claim in liquidation, not exceeding the face
19 value plus accrued dividends of the certificates on the surplus and

20 undivided profits of the bank remaining after the payment in full of
21 all savings accounts, savings certificates and debt obligations;
22 (iv) be entitled to thepayment of dividends, which may be fixed,
23 variable, participating or cumulative, or any combination thereof,
24 only if, when, and as declared by the Bank’s board of directors out
25 of funds legally available for that purpose.
26 (v) not to be redeemable, except: (a) where the dollar weighted
27 average term of each issue of mutual capital certificates to be
28 redeemed is ten years or more and redemption is to be made
29 pursuant to a redemption schedule; (b) in the event of a merger,
30 consolidation or reoganization approved by the Commissioner; (c)
31 where the funds for redemption are raised by the issuance of
32 mutual capital certificates approved pursuant to this section, or in
33 conjunction with the issuance of capital stock: provided, that
34 mandatory redemption shall not be required; that mutual capital
35 certificates shall not be redeemable on the demand or at the option
36 of the holder; and provided further, for the purposes of this para-
-37 graph (v), the “dollar weighted average term” ofan issue ofmutual
38 capital certificates shall be the sum of the products calculated for
39 each year that the mutual capital certificates in the issue have been
40 redeemed or are scheduled to be redeemed. Each product shall be
41 calculated by multiplying the number of years of each mututal
42 capital certificate of a given term by a fraction, the numerator of
43 which shall be the total dollar amount of each mutual capital
44 certificate in the issue with the same term and the denominator of
45 which shall be the total dollaramount of mutual capital certificates
46 in the entire issue;
47 (vi) not have preemptive rights;
48 (vii) not have voting rights, except that a bank may provide for
49 voting rights if:
50 (a) the bank fails to pay dividends for a minimum of three
5 I consecutive dividends periods, and then the holders of the class or
52 classes of mututal capital certificates granted such voting rights,
53 and voting as a single class with one vote for each outstanding
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54 certificate, may elect by a majority vote a maximum of one-third of
55 the bank’s board of directors, the directors so elected to serve until
56 the next annual meeting of the institution succeeding the payment
57 of all current and past dividends;
58 (b) any merger, consolidation, or reoganization is sought to be
59 authorized, where the issuing bank is not the survivor, provided
60 that the surplus of the resulting bank available for payment ofany
61 class of mutual capital certificate of liquidation is less than the
62 surplus available for such class prior to the merger, consolidation,
63 or reorganization.
64 (c) action is sought to be authorized which would create any
65 class of mutual capital certificates having a preference or priority
66 over an outstanding class or classes of mutual capital certificates;
67 (d) any action is sought to be authorized which would adversely
68 change the specific terms of any class of mutual capital certificates;
69 (e) action is sought to be authorized which would increase the
70 number of a class of mutual capital certificates, or the number of a
71 class of mutual capital certificates ranking prior to or on parity
72 within another class of mutual capital certificates; or
73 (f) action is sought which would authorize the issuance of an
74 additional class or classes of mutualcapital certificates without the
75 bank having specific financial standards;
76 (viii) not constitute an obligation of the institution and shall
77 confer no rights which would give rise to any claim of or action for
78 default; and
79 (ix) not be convertible into any account, security, or interest.
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