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By Mr. Finneran of Boston, petition of Thomas M. Finneran and

Thomas G. Palumbo relative to regulating interstate banking. Banks
and Banking.
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In the Year One Thousand Nine Hundred and Eighty-Seven

An Act relative to interstate banking.

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

1 SECTION 1. Chapter 167 of the General Laws, as appearing
2 in the 1984 Official Edition, is hereby amended by striking out
3 section thirty-eight and inserting in place thereof the following two
4 sections;
5 Section 38. No out-of-state banking association or corporation
6 shall transact banking business in this commonwealth other than
7 as provided for in chapter one hundred and sixty-seven-B until
8 it has received a certificate from the board of bank incorporation
9 authorizing it to do so. The said board may grant such certificate

10 conditioned upon the performance of such requirements as to
11 auditing as said board may prescribe. The board shall require,
12 prior to the granting of such certificate, that such association or
13 corporation, which is submitting application to do business in the
14 commonwealth other than through the establishment of a bank
15 de novo, have adequate capital in an amount determined by the
16 commissioner; provided, however, that any such association or
17 corporation required to have adequate capital shall have and
18 maintain total capital equal to not less than seven percent of total
19 assets and primary capital equal to not less than six and one-half

20 percent of total adjusted assets; provided, further, that the
21 commissioner, in his discretion, may require higher capital ratios
22 where he deems it necessary or appropriate. Any information that
23 the commissioner deems necessary for his determination shall be
24 submitted by such association or corporation in a manner and
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25 form to be prescribed by him. The application to the board shall
26 specifically acknowledge applicant’s agreement to be bound by the
27 conditions of section thirty-eight to section forty-three, inclusive,
28 Such capital requirements shall apply to an association or
29 corporation on a consolidated basis and shall include an
30 association’s or corporation’s bank and non-bank subsidiaries as
31 well as any parent holding company. Any such banking
32 association or corporation transacting banking business in this
33 commonwealth shall be subject to the supervision of the
34 commissioner and shall annually, within thirty days after the last
35 business day of December, and at other times during each year
36 on any past day to be specified by the commissioner, make to him
37 in such form as may be prescribed by him a return, signed and
38 sworn to by the treasurer, or the corresponding officer, of the
39 corporation, showing accurately the consolidated condition
40 thereof at the close of business on said day. The president and
41 a majority of the directors shall certify on oath that any such
42 report is correct according to their best knowledge and belief.
43 For the purposes of this section and sections thirty-nine to forty-
-44 two, inclusive, the following words shall have the following
45 meanings;
46 “Bank de novo”, a newly established bank with its office or
47 offices not obtained through the acquisition of or merger with
48 another bank or any branch office located in the commonwealth.
49 “Mandatory convertible debt”, subordinated debt instruments
50 which require the issuer to convert such offerings into either
51 common or perpetual preferred stock by a date at or before the
52 maturity of the instruments. The maturity of these instruments
53 may not be more than twelve years.

54 “Massachusetts bank”, any federally or state chartered banking
55 institution with its principal place of business in the
56 commonwealth.
57 “Out-of state banking association or corporation”, an
58 association or corporation with its principal place ot business in
59 another state of the United Slates or in a country other than the
60 United States which association or corporation has and maintains
61 the capital requirements as provided for in section thirty-eight.
62 “Primary capital”, the sum of (a) common stock, perpetual
63 preferred stock, capital surplus, undivided profits, reserves for
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64 contingencies and other capital reserves, minority interests in
65 consolidated subsidiaries, allowances for possible loan and lease
66 losses, and (b) mandatory convertible debt to the extent of twenty
67 percent of the sum of (a), and minus intangible assets.
68 “Principal place of business”, the place where the operations
69 of the association or corporation are principally conducted and
70 is located in the state where the total consolidated deposits of the
71 association or corporation are the largest.
72 “Secondary capital”, the sum of mandatory convertible debt
73 that is not included in primary capital, intangible assets, and
74 limited life preferred stock and subordinated notes and debentures
75 having an original weighted average maturity of at least seven
76 years, subject to an amortization schedule as listed in the following
77 table:

78 PERCENT OF ISSUE
79 YEARS TO MATURITY CAPITAL CONSIDERED
80 (a) Greater than or equal to 5 100
81 (b) Less than 5 but greater than or equal to 4 80
82 (c) Less than 4 but greater than or equal to 3 60
83 (d) Less than 3 but greater than or equal to 2 40
84 (e) Less than 2 but greater than or equal to 1 20
85 (I) Less than 1 0

86 The aggregate amount of secondary capital may not exceed fifty
87 percent of the amount of primary capital.
88 “Total capital”, the sum of primary capital and secondary
89 capital.
90 “Total assets”, the total assets figure required to be computed
91 for and stated in the association’s or corporation’s most recent
92 consolidated report of condition plus the allowances for possible
93 loan or lease losses. “Adjusted total assets” shall mean total assets
94 minus intangible assets.
95 Section 38A. If upon determination of the commissioner, an
96 out-of-state association or corporation doing business in the
97 commonwealth pursuant to section thirty-eight fails to maintain
98 adequate capital or fails to comply with any other requirement
99 provided for in this chapter, the commissioner may order such

100 association or corporation to take steps to remedy such violation
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101 by a certain date, to divest itself of any shares or ownership of
102 a banking institution or bank holding company located in the
103 commonwealth, to close its offices located in the commonwealth
104 or to perform any other actions the commissioner may deem
105 necessary or appropriate.

1 SECTION 2. Section 39 of said chapter 167 is hereby amended
2 by striking out in line two the word “thirty-seven” and inserting
3 in place thereof the word “thirty-eight”.

1 SECTION 3. Section 1 of chapter 167A, as appearing in the
2 1984 Official Edition, is hereby amended by striking out
3 paragraph (a) and inserting in place thereof the following
4 paragraph:
5 (a) “Banking institution”, a trust company, commercial bank,
6 savings bank, savings and loan association or a cooperative bank
7 chartered by the commonwealth or another state of the United
8 States, or a national banking association, federal savings and loan
9 association, or a federal savings bank which has its main office

10 located in and is authorized to do business in the commonwealth
11 or in another state of the United States.

1 SECTION 4. Section 2 of said chapter 167 A is hereby
2 amended by striking out the second paragraph and inserting in
3 place thereof the following paragraph:
4 Notwithstanding the provisions of this section, an out-of-state
5 bank holding company, with the prior written approval of the
6 board of bank incorporation, may establish or acquire direct or
7 indirect ownership or control of more than five percent of the
8 voting stock of one or more banking institutions or bank holding
9 companies; provided, however, that the laws of the state in which

10 operations of the subsidiary banks of such out-of-state bank
1 1 holding company are principally conducted expressly authorize,
12 under conditions no more restrictive than those imposed by the
13 laws of the commonwealth as determined by the commissioner,
14 the establishment or the acquisition of direct ot indirect ownership
i 5 or control of more than five percent of the voting stock of banks,
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16 or companies controlling one or more banks in that state, by bank
17 holding companies whose banking institutions principally
18 conduct their operations in the commonwealth which are
19 applicable to such activities carried out by bank holding

20 companies. For the purpose of this section, the term “out-of-state
21 bank holding company” shall have the same meaning as set forth
22 in the Bank Holding Company Act of 1956(1205C1841, et seq),
23 but shall only include companies which have their principal places
24 of business in the United States and are not directly or indirectly
25 controlled, within the meaning set forth in said Bank Holding
26 Company Act, by another corporation which has its principal
27 place of business outside the United States, and shall only include,
28 in the instance of such establishment or acquisition other than that
29 of a bank de novo, those companies which the commissioner has
30 determined to have adequate capital in an amount as determined
31 by him; provided, however, that any such company required to
32 have adequate capital shall have and maintain total capital equal
33 to not less than seven percent of total assets and primary capital
34 equal to not less than six and one-half percent of total adjusted
35 assets; and provided, further that the commissioner, in his
36 discretion, may require higher capital ratios when he deems it
37 necessary or appropriate. Any information that the commissioner
38 deems necessary for his determination shall be submitted by such
39 company in a manner and form to be prescribed by him. Said
40 capital requirements shall apply to a company on a consolidated
41 basis and shall include a company’s bank and non-bank
42 subsidiaries as well as those of the parent holding company. For
43 the purposes of this section, the terms “bank de novo”,
44 “mandatory convertible debt”, “primary capital”, “principal place
45 of business”, “total capital”, “total assets”, and “total adjusted
46 assets”, shall have the same meanings as set forth in section thirty-
-47 eight of chapter one hundred and sixty-seven.

1 SECTION 5. Section 3of chapter 167C, as appearing in the
2 1984 Official Edition, is hereby amended by striking out the first
3 paragraph and inserting in place thereof the following two
4 paragraphs:
5 After such notice and hearing as the commissioner may require
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and with his written permission and under such conditions as he
may approve, a bank may establish and maintain one or more
branch offices or depots (a) in any city or town within the

9 commonwealth where, in the opinion of the commissioner the
0 public would benefit by the establishment of additional bank

(b) on a site in one of the states of the United States
12 The establishment and maintenance of branch offices or depots
13 in any one of the states listed in clause (b) shall also be established
14 and maintained in accordance with the laws of such state.

1 SECTION 6. Said section 3of said chapter 167 C as so
2 appearing is hereby further amended by inserting after the second

paragraph the following paragraph
4 Any bank, national banking association, federal savings and
5 loan association or federal savings bank located and authorized
6 to do business in the Commonwealth, the majority of shares of
7 the voting stock of which is owned by a bank holding company
8 pursuant to the Bank Holding Company Act of 1956 (12 USC
9 1841 et seq) and the principal place of business of such company
10 is located in the commonwealth, may transact with a customer
11 business which pertains to such customer’s demand, time or other
12 type of deposit account maintained at any other bank or federally
13 chartered bank or association located and authorized to do
14 business in the commonwealth, the majority of the shares of the
15 voting stock of which is owned, pursuant to the said Bank Holding
16 Company Act, by the same such bank holding company.

1 SECTION 7. Section 348 of chapter 168, as appearing in the
2 1984 Official Edition, is hereby amended by striking out the
3 paragraph contained in lines 118 through 124 and inserting in
4 place thereof the following paragraph:

For the purposes of this section, a thrift institution shall mean
6 (a) a federal savings and loan association or federal savings bank
7 which has its main office located in and is authorized to do
8 business in the commonwealth, (b) a federal savings and loan
9 association or federal savings bank which has its main office and
0 is authorized to do business in a state of the United States other
1 than the commonwealth, or (c) a savings bank or savings and loan
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12 association chartered by a state of the United States other than
13 the commonwealth; provided, however, that such bank or
14 association referred to in clause (b) or (c) shall have adequate
15 capital in an amount as shall be determined by the commissioner
16 and shall have and maintain total capital equal to not less than
17 seven percent of total assets and primary capita! equal to not less
18 than six and one-half percent of total adjusted assets; and
19 provided, further, that the commissioner, in his discretion, may
20 require higher capital ratios where he deems it necessary or
21 appropriate. The surviving entity in such merger shall furthermore
22 maintain such capita! requirements. Any information that the
23 commissioner deems necessary for his determination shall be
24 submitted by the thrift institution in a manner and form prescribed
25 by him. The application to the commissioner shall specifically
26 acknowledge applicant’s agreement to be bound by the conditions
27 of this section. Such capital requirements shall apply to such thrift
28 institution on a consolidated basis and shall include the thrift
29 institution’s bank and non-bank subsidiaries as well as any parent
30 holding company. For the purposes of this section, the terms
31 “mandatory convertible debt”, “primary capital”, “principal place
32 of business”, “total capital”, “total assets”, and “total adjusted
33 assets”, shall have the same meanings as set forth in section thirty-
-34 eight of chapter one hunded and sixty-seven.

1 SECTION 8. Section 34D of said chapter 168 is hereby
2 amended by striking out the fifty paragraph and inserting in place
3 thereof the following paragraph:
4 For the purposes of this section, (a) a state-chartered stock
5 corporation shall mean a trust company, commercial bank or a
6 savings bank, cooperative bank or savings and loan association
7 which has converted under applicable provisions of law, chartered
8 by the commonwealth or another state of the United States, and
9 (b) a federally chartered stock corporation shall mean a national

10 banking association or a federal savings and loan association or
11 corporation which has its main office located in and is authorized
12 to do business in the commonwealth or in another state; provided,
13 that such stock corporation referred to in clause (a) or lb) which
14 is chartered by or has its main office located in and is authorized
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15 to do business in a state of the United States other than the
1 6 commonwealth shall have adequate capital as shall be determined
17 by the commissioner; provided, however, that the stock
18 corporation required to have adequate capital shall have and
19 maintain total capital equal to not less than seven percent of total
20 assets and primary capital equal to not less than six and one-half
21 percent of total adjusted assets; and provided, further, that the
22 commissioner, in his discretion, may require higher capital ratios
23 where he seems it necessary or appropriate. The surviving entity
24 in such merger shall furthermore maintain such capital
25 requirements. Any information that the commissioner deems
26 necessary for his determination shall be submitted by such stock
27 company in a manner and form to be prescribed by him. The
28 application to the commissioner shall specifically acknowledge
29 applicant’s agreement to be bound by the conditions of this
30 section. Such capital requirements shall apply to a stock
31 corporation on a consolidated basis and shall include the stock
32 corporation’s bank and non-bank subsidiaries as well as any
33 parent holding company. For the purposes of this section, the
34 terms “mandatory convertible debt”, “primary capital”, “principal
35 place of business”, “total capital”, “total assets”, and “total
36 adjusted assets”, shall have the same meanings as set forth in
37 section thirty-eight of chapter one hundred and sixty-seven.

1 SECTION 9. Section 35 of said chapter 168 is hereby amended
2 by striking out the sixth paragraph and inserting in place thereof
3 the following paragraph; -
4 For the purposes of this section, a state-chartered bank shall
5 mean a trust company, commercial bank or a savings bank,
6 cooperative bank or savings and loan association chartered by the
7 commonwealth or another state of the United States. A federally
8 chartered bank shall mean a national banking association or a
9 federal savings and loan association or a federal savings bank

10 which has its main office located in and is authorized to do
I I business in the commonwealth or in another state of the United
12 States. The term “main office” shall mean the place where the
13 operations of the bank or association are principally conducted
14 and is located in the state where the total consolidated deposits
15 of the bank or association are the largest.
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1 SECTION 10. Section 24 of chapter 170, as appearing in the
2 1984 Official Edition, is hereby amended by striking out thefourth
3 paragraph and inserting in place thereof the following
4 paragraph:
5 For the purposes of this section, a state-chartered bank shall
6 mean a trust company, commercial bank or a savings bank,
7 cooperative bank or savings and loan association chartered by the
8 commonwealth or another state of the United States. A federally
9 chartered bank shall mean a national banking association or a

10 federal savings bank which has its main office located in and is
11 authorized to do business in the commonwealth or another state
12 of the United States. The term “main office” shall mean the place
13 where the operations of the bank or association are principally
14 conducted and is located in the state where the total consolidated
15 deposits of the bank or association are the largest.

1 SECTION 11. Section 268 of said chapter 170 is hereby
2 amended by striking out the fifth paragraph and inserting in place
3 thereof the following paragraph:
4 For the purposes of this section, a thrift institution shall mean
5 (a) a federal savings and loan association, or a federal savings bank
6 which has its main office located in and is authorized to do
7 business in the commonwealth, (b) a federal savings and loan
8 association or a federal savings bank which has its main office
9 located in and is authorized to do business in a state of the United

10 States other than the commonwealth, or (c) a savings bank or
1! savings and loan association chartered by a state of the United
12 States other than the commonwealth; provided, however, that
13 such thrift institution referred to in clause (b) or (c) shall have
14 adequate capital in an amount as shall be determined by the
15 commissioner and shall have and maintain total capital equal to
16 not less than seven percent of total assets and primary capital
17 equal to not less than six and one-half percent of total adjusted
18 assets; and provided, further, that the commissioner, in his
19 discretion, may require higher capital ratios where he deems it
20 necessary or appropriate. Any information that the commissioner
21 deems necessary for his determination shall be submitted by such
22 thrift institution in a manner and form to be prescribed by him.
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23 Such capital requirements shall apply to a thrift institution on a
24 consolidated basis and shall include the thrift institution’s bank
25 and non-bank subsidiaries as well as any parent holding company.
26 For the purposes of this section, the terms “mandatory convertible
27 debt”, “primary capital”, “principal place of business”, “total
28 capital”, “total assets”, and “total adjusted assets”, shall have the
29 same meanings as set forth in section thirty-eight of chapter one
30 hundred and sixty-seven.

1 SECTION 12. Section 26D of said chapter 170 is hereby
2 amended by striking out the fifth paragraph and inserting in place
3 thereof the following paragraph;
4 For the purposes of this section, (a) a state-chartered stock
5 corporation shall mean a trust company, commercial bank, or
6 savings bank, cooperative bank or savings and loan association
7 which has converted under applicable provisions of law, chartered
8 by the commonwealth or another state of the United States, and
9 (b) a federally chartered stock corporation shall mean a national

10 banking association or federal savings bank which has converted
11 to a stock corporation and which has its main office located in
12 and is authorized to do business in another state of the United
13 States; provided, however, that such stock corporation referred
14 to in clause (a) or (b) which is chartered by a state of the United
15 States other than the commonwealth shall have adequate capital
16 as shall be determined by the commissioner and shall have and
17 maintain total capital equal to not less than seven percent of total
18 assets and primary capital equal to not less than six and one-half
19 percent of total adjusted assets; and provided, further, that the
20 commissioner, in his discretion, may require higher capital ratios
21 where he deems it necessary or appropriate. The surviving entity
22 in such merger shall furthermore maintain such capital
23 requirements. Any information that the commissioner deems
24 necessary for his determination shall be submitted by such thrift
25 institution in a manner and form prescribed by him. The
26 application to the commissioner shall specifically acknowledge
27 applicant’s agreement to be bound by the conditions of this
28 section. Such capital requirements shall apply to a stock
29 corporation on a consolidated basis and shall include the stock
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30 corporation’s bank and non-bank subsidiaries as well as any
31 parent holding company. For the purposes of this section, the
32 terms “bank de novo”, “mandatory convertible debt”, “primary
33 capital”, “principal place of business”, “total capital”, “total
34 assets”, and “total adjusted assets”, shall have the same meanings
35 as set forth in section thirty-eight of chapter one hundred and
36 sixty-seven.

1 SECTION 13. Clause (4) of subsection A of section 36 of
2 chapter 172 of the General Laws, as appearing in the 1984 Official
3 Edition, is hereby amended by striking out the fifth paragraph
4 and inserting in place thereof the following paragraph:
5 For the purposes of this section, (a) a state chartered stock
6 corporation shall mean a trust company, commercial bank or a
7 savings bank, cooperative bank or savings and loan association
8 which has converted under applicable provisions of law, chartered
9 by the commonwealth or another state of the United States and

10 (b) a federally chartered stock corporation shall mean a national
11 banking association or a federal savings and loan association or
12 a federal savings bank which has converted to a stock corporation
13 which has its main office located in and is authorized to do
14 business in the commonwealth or another state of the United
15 States; provided, that such stock corporation referred to in clause
16 (a) or (b) which is chartered by or has its main office located in
17 and is authorized to do business in a state of the United States
18 other than the commonwealth shall have adequate capital as shall
19 be determined by the commissioner and shall have and maintain
20 total capital equal to not less than seven percent of total assets
21 and primary capital equal to not less than six and one-half percent
22 of total adjusted assets; and provided, further, that the
23 commissioner, in his discretion, may require higher capital ratios
24 where he deems it necessary or appropriate. The surviving entity
25 in such merger shall furthermore maintain such capital
26 requirements. Any information that the commissioner deems
27 necessary for his determination shall be submitted by such stock
28 corporation in a manner and form prescribed by him. The
29 application to the commissioner shall specifically acknowledge
30 applicant’s agreement to be bound by the conditions of this
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31 section. Such capital requirements shall apply to a stock
32 corporation on a consolidated basis and shall include the stock
33 corporation’s bank and non-bank subsidiaries as well as any
34 parent holding company. For the purposes of this section, the
35 terms “mandatory convertible debt”, “principal place ofbusiness”,
36 “primary capital”, “total capital”, “total assets”, and “total
37 adjusted assets”, shall have the same meanings as set forth in
38 section thirty-eight of chapter one hundred and sixty-seven.

1 SECTION 14. Section 38 of said chapter 172 is hereby
2 amended by striking out the fourth paragraph and inserting in
3 place thereof the following paragraph:
4 For the purposes of this section, a state-chartered bank shall
5 mean a trust company, commercial bank or a savings bank,
6 cooperative bank or savings and loan association chartered by the
7 commonwealth or another state of the United States. A federally
8 chartered bank shall mean a national banking association or a
9 federal savings bank which has its main office located in and is

10 authorized to do business in the commonwealth or another state
11 of the United States. The term “main office” shall mean the place
12 where the operations of the bank or association are principally
13 conducted and is located in the state where the total consolidated
14 deposits of the bank or association are the largest.

1 SECTION 15. Nothing in this act shall be construed to effect
2 or alter the validity of any agreements or letters of intent entered
3 into under the provisions of any applicable chapter of the General
4 Laws in effect immediately prior to the effective date of this act;
5 provided, however, that such activity is approved, where
6 applicable, by the federal reserve board prior to the effective date

of this act

1 SECTION 16. This act shall take effect on July first, nineteen
2 hundred and eighty-eight.


