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By Mr. Walsh, a petition (accompanied by bill, Senate, No. 35) of
Robert K. Sheridan for legislation to authorize the establishment of
mutual holding companies. Banks and Banking.
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In the Year One Thousand Nine Hundred and Eighty-Seven

An Act authorizing the establishment of mutual holding

COMPANIES.

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

1 SECT lON I. The General Laws are hereby amended by insert-
-2 ing after chapter 167 G the following chapter:

4 MUTUAL HOLDING COMPANIES.

5 Section 1. The following words when used in this chapter, unless
6 the context otherwise requires, shall have the following mean-

ings

8 (a) “Banking institution”, a trust company, commercial bank,
9 savings bank, savings and loan association or a cooperative bank

10 chartered by the commonwealth or one of the states of Connecti-
M cut, Maine, New Hampshire, Rhode Island or Vermont or a
12 national banking association, federal savings and loan association.
13 ora federal savings bank which has its main office located in and is
14 authorized to do business in the commonwealth or one of the states
15 mentioned herein.
16 (b) “Commissioner”, the commissioner of banks
17 (c) “Company”, any banking institution, corporation, partner-
18 ship, business trust, votingtrust, unincorporated association, joint
19 stock association or similar organization organized under the laws
20 of this commonwealth or doing business in this commonwealth,
21 but shall not include (I) any corporation, the majority of the stock

of which is owned by the United States or by any state; or (2) an

CHAPTER 167H
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23 corporation or association organized and operated exclusively for
24 religious, charitable or educational purposes no part of the net
25 earnings of which inures to the benefit of any private stockholder
26 or individual, and no substantial part of the activities of which is
27 carrying on propaganda or otherwise attempting to influence legis-
-28 lation;or(3) any corporation or partnership owning or controlling
29 stock acquired in connection with the underwriting of securities
30 and which is held only for such period of time as will permit the sale
31 thereof on a reasonable basis.

(d) “Bank holding company”, any bank holding company as
defined in chapter one hundred and sixty-seven A.

34 (e) “Savings bank”, any savings bank as defined in chapter one
hundred and sixty-eight

36 (f) “Co-operative bank”, any co-operative bank as defined in
chapter one hundred and seventy

38 (g) “Mutual banking institution”, any savings bank or
39 co-operative bank that is operating in mutual form.
40 (h) “Subsidiary banking institution”, any banking institution
41 organized under the laws of the commonwealth, the stock of which
42 is wholly owned, except for directors’qualifying shares as provided
43 for in section thirteen of chapter one hundred and seventy-two, by
44 a mutual holding company organized under section two.
45 (i) “Mutual holding company”, any company organized under
46 section two.
47 Section 2. (a) Notwithstanding any general or special law to the
48 contrary, a mutual banking institution may reorganize so as to
49 become a mutual holding company by:
50 (1) chartering a subsidiary banking institution the stock of
51 which is at the time of formation of the mutual holding company,

to be wholly owned, except for directors’ qualifying shares as
53 provided for in section thirteen of chapter one hundred and
54 seventy-two, by the mutual holding company; and
55 (2) transferring the substantial part of its assets and liabilities.

including all of its insured liabilities, to the subsidiary banking

institution. Persons who would have liquidation rights with respect
to the mutual banking institution in the absence of such transfer

ny provision of the General Laws, shall instead, from
and after such transfer, have such rights with respect to the mutual
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62 (b) With respect to a savings bank, a plan for the reorganization
63 authorized under subsection (a) shall be approved by a majority of
64 the board of trustees and by a majority of the corporators present

63

and voting in each case at a meeting called for the purpose of65

considering such plan. With respect to a co-operative bank, a plan66

for the reorganization authorized under subsection (a) shall be6

approved by a majority of the board of directorsand by a majority68

of the shareholders present and voting in each case at a meeting69

70 called for the purpose of considering such plan. Votes shall be cast
71 in person and not by proxy. Such plan of reorganization shall

'()

72 contain, without limitation, any amendments to the charter and
73 bylaws of such savings bank or co-operative bank, as the case may
74 be, which may be appropriate in connection with the reorganiza-

5 tion authorized under subsection (a) or in connection with the
'6 governance and operation of the resulting mutual holding company.

(c)(1) A mutual banking institution seeking to establish a
mutual holding company pursuant to this section shall provide the

79 commissioner with sixty days prior written notice of such proposed
reorganization. The notice shall include a copy of the plan or80

81 reorganization referred to in subsection (b) and shall contain such
82 other relevant information as the commissioner may require by
83 regulation or by specific request in connection with any particular

85 (2) Unless the commissioner within such sixty-day notice period
86 disapproves the proposed reorganization into a mutual holding

company, or extends for another thirty days the period during
88 which such disapproval may issue, the mutual banking institution

providing such notice may proceed with the reorganization89

(3) The commissioner may disapprove the proposed reorganiza-90

91 tion into a mutual holding company only if
n92 (A) such disapproval is necessary to prevent unsafe or unsound
93 practices;
94 (B) the financial or management resources of the mutual bank
95 ing institution involved warrant disapproval; o
96 (C) the mutual banking institution fails to furnish the informa
97 tion renuired under nanmranh fittion required under paragraph (

(4) In connection with a reorganization under this section, a
99 mutual banking institution may, subject to the approval of if

100 commissioner, retain capital assets at the mutual holding company

notice
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101 level to the extent that such capital exceeds such reserves as the
102 commissioner may require by regulation for the subsidiary bank-
103 ing institution.
104 (d) A reorganization under this section shall not require the
105 approval of the Mutual Savings Central Fund, Inc. or the Coopera-
106 tive Central Bank
107 Section 3. (a) A mutual holding company shall be governed
108 by aboard of corporators and shall further be governed in accord-
109 ance with the charter and bylaws of the mutual holding company
110 as adopted or amended in connection with the reorganization
111 authorized under subsection (a) or as amended by the corporators
112 thereafter
113 Such board of corporators shall have at least twenty-five
1 14 members and may, at a legal meeting thereof, elect by ballot any
115 person to be a corporator. Corporators shall be elected for a term
116 of ten years, except that any corporator may not continue serving
117 upon reaching the age of seventy-five. No person shall serve as a
I 18 corporator of more than one mutual holding company. Not more
119 than three-fifths of the corporators of a mutual holding company
120 shall be trustees or officers thereof at any one time
121 (b) With respect to a mutual holding company which has been
22 formed through the reorganization of a savings bank, the board of

123 corporators shall initially consist of the board of corporators of
124 such savings bank as constituted pursuant to section nine of chap-
125 ter one hundred and sixty-eight. Such corporators shall, after the
126 formation of the mutual holding company, continue to serve as

27 corporators for the balance of the terms to which they were elected
128 under said section nine
129 (c) With respect to a mutual holding company which has been
130 formed through the reorganization of a co-operative bank, the
131 board of corporators shall be elected by a majority of the share-

2 holders of such co-operative bank at the meeting at which the plan
133 of reorganization is approved. Such election shall be in accordance
134 with the provisions of subsection (b) of section two which are

applicable to such approval of the plan of reorganization
36 Section 4. (a) Upon the reorganization of a mutual banking

institution under this chapter, the legal existence of the mutual
banking institution shall not terminate but shall continue, not as a

139 deposit-taking institution but as a mutual holding company
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(b) A mutual holding company organized under this chapter140
141 may;

(1) invest in the stock of a banking institution;142
(2) acquire a mutual banking institution through merger of the

mutual banking institution into a subsidiary banking institution of
the mutual holding company;

143
144
145

(3) merge with or acquire another holding company one of
whose subsidiaries is a banking institution;

146
147

(4) invest in a company the capital stock of which is available for
purchase by a banking institution under the General Laws;

148
149
150 (5) after formation of the mutual holding company, it may, with

the prior approval of the commissioner, and subject to such regula-
tions as he may prescribe, sell stock of any subsidiary banking insti-
tution in one or more public sales, provided that no such sale shall
be permitted, if as a result of such sale, the mutual holding company
shall own less than 51% of the voting power of the then-outstanding
shares ofcapital stock of the subsidiary banking institution entitled
to vote in the election of directors;

151
152
153
154
155
156
157
158 (6) exercise any power or engage in and carry on any activity

permitted to a bank holding company or a savings and loan hold-
ing company under federal law or regulation;

159
160

(7) exercise any other power or engage in and carry on any other
business or activity permitted to a banking institution, permitted to
a corporation organized under chapter one hundred and fifty-six B,
or authorized by the commissioner.

161
162
163
164
165 Section 5. The commissioner, either personally or by his

examiners, or such others of his assistants as he may designate,
shall, at least once in every two calendar years, make a thorough
examination of the books, securities, cash, assets and liabilities and
ascertain the condition of all mutual holding companies estab-
lished pursuant to this chapter, the ability of each mutual holding
company to fulfill its obligations, and also whether it has complied
with the law; and he may also, whenever he considers it expedient,
make, or cause to be made, at the expense of the mutual holding
company, such further examinations or audits as he deems advisa-
ble, by his examiners, or by certified public accountants or public
accountants not connected with such mutual holding company
approved by him and subject to his discretion, and he may also

166
167
168
169
170
171
172
173
174
175
176
177
178 whenever he considers it expedient, appoint individualscertified as
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}

I

real estate appraisers by the society of real estate appraisers, or
similar successor society, to make, at the expense of the mutual
holding company, appraisals of real estate securing loans ot the
mutual holding company and, at the time he names such appraiser,
he shall so notify the mutual holding company and advise it of the
date on which he has requested submission of the appraisal report
to him, whereupon the mutual holding company may then appoint
an appraiser who may submit the report of his appraisal to the
commissioner on the same date.

179
180
181
182
183
184
185
186
187

The cost of the annual examination or audit of each mutual
holding company under the supervision of the commissioner shall
be paid by said mutual holding company and shall include, subject
to the limitations herein contained, all monies expended by the
commonwealth for personal services and such proportion of the
general overhead of the division of banks and loan agencies,
including travel, hotel and meal allowances, and other direct and
indirect costs, as is determined by the commissioner to be attribut-
able to such examination or audit. Such costs shall include an
amount equal to the cost of fringe benefits as established by the
commissioner ofadministration pursuant to section six B of chap-
ter twenty-nine. The charge for each examiner participating in such
examination or audit shall be determined annually by the commis-
sioner or administration under the provision of section three B of
chapter seven, and shall be paid by each mutual holding company
within thirty days notice from the commissioner of the charge for
such examination or audit. In addition to the foregoing, a charge,
also determined under the aforementioned provision, and which
shall be based on the total amount of assets held by each mutual
holding company as stated on the report to the commissioner of
banks filed most recent to December thirty-first of each preceding
year, may be assessed annually which together with the charge
authorized by the preceding sentence will be sufficient to reimburse
the commonwealth for the direct and indirect costs of the opera-
tions of the office of the commissioner of banks, and each mutual
holding company shall within thirty days notice from the commis-
sioner of the charge assessed under the preceding sentence, pay to
him such charge. Such costs shall include an amount equal to the

188
189
190
191
192
193
194
195
196
197
198
199

200
201
202
203
204
205
206
207
208
209
210
21 I
212
213
214
215

fringe benefits as established by the commissioner of admin-
istration pursuant to section six B of chapter twenty-nine. Said
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notice shall be issued annually by the commissioner January thirty-
first. No examination charge shall be collected hereunder from a
mutual holding company which has been in operation for one year
or less nor shall a charge in excess of one-half of the amount
actually attributable to such examination or audit be assessed
against a mutual holding company which has been in operation for
more than one year but less than two years.

218
219
220
221
999

223
224

The commissioner or the person making the examination shall,
at the time of any such examination, have free access to the vaults,
investments, cash, books and papers of such mutual holding com-
pany. In making any examination which in the opinion of the
commissioner is necessary, the commissioner shall have access to
the vaults, books and papers of each of the mutual holding com-
pany’s subsidiary banking institutions and may make such exami-
nation of the affairs of its subsidiary banking institutions as may be
necessary to disclose fully the relations between such mutual hold-
ing company and its subsidiary banking institutions and the effect
of this relationship upon the affairs of the mutual holding
company.

225
?-26

77

228
229
230
231
232

233

234
235
236

The expense of the examination of the affairs of any subsidiary
banking institution of a mutual holding company, determined as
provided in this section, shall be paid by the subsidiary banking
institution examined. For the purposes of this section, the term

7"?

238
239

240
“subsidiary banking institution” shall not include any person or
corporation the control of which is held by a mutual holding
company when acting in a fiduciary capacity.

241
242
243

The commissioner shall preserve a full record of each such
examination of a mutual holding company including a statement

244
245

its condition. Such record246 , and information contained in the
; companies, other than information
d or to be open to the inspection of

247 reports ol such mutual holdm
required by law to be publish
the public, shall be open onl o the inspection of the commis

its, and such other officers of tin
249
'’SO

ill hi

n

alth as ma ccasion and authoco

757 icir official duties. Nothing herein
prohibit the required production of
i contained in the reports of such

them in th

contained shall be construed

254 such records, and inform;

255 mutual holding companies, b if this con
7Sr auditor appoi
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any criminal or civil proceeding therein pending, affecting such
mutual holding company, its officers, directors or employees.

257
258

Copies of reports of such examinations ot any mutual holding
company shall be furnished to such mutual holding company for
its use only and shall not be exhibited to any other person, organi-
zation or agency without the prior written approval of the commis-
sioner of banks. There may be furnished to the chiet national bank
examiner, the Federal Reserve Bank ot Boston, the Federal
Deposit Insurance Corporation, the Massachusetts Credit Unioru
Share Insurance Corporation, the National Credit Union Admin?
istration, the Federal Home Loan Bank Board, or the banking
departments of other states, such information, reports and state-
ments relating to the institutions under the supervision of the com-
missioner as he deems appropriate.

259
260
261
262
263
264
265
266
267
268
269
270

Section 6. A mutual holding company established pursuant to
this chapter shall not be subject to the requirements applicable to
bank holding companies under chapter one hundred and sixty-
seven A unless such mutual holding company becomes a bank hold-
ing company as defined in section one.

271
272
273
274
275

Section 7. With the approval of the commissioner and subjectto
such regulations as he may prescribe, a mutual holding company
may convert to a stock holding company.

276
277
278

SECTION 2. Paragraph seven of Section four Aof chapterone
hundred and seventy-seven A is hereby repealed.9

SECTION 3. Section 2 of chapter 167 F is hereby amended by
adding the following paragraph;2

I
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